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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of our statements contained in this document, including matters discussed under the caption “Management’s Discussion and Analysis of
Financial Condition and Results of Operation,” are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements relate to future events or our future financial
performance and include statements about the competitiveness of the banking industry, potential regulatory obligations, our entrance and expansion into
other markets, including through potential acquisitions, our other business strategies and other statements that are not historical facts. Forward-looking
statements are not guarantees of performance or results. When we use words like “may,” “plan,” “contemplate,” “anticipate,” “believe,” “intend,”
“continue,” “expect,” “project,” “predict,” “estimate,” “could,” “should,” “would,” and similar expressions, you should consider them asidentifying
forward-looking statements, although we may use other phrasing. These forward-looking statements involve risks and uncertainties and are based on our
beliefs and assumptions, and on the information available to us at the time that these disclosures were prepared. These forward-looking statements
involve risks and uncertainties and may not be realized due to avariety of factors, including, but not limited to, the following:

” o

+ theeffectsof futurelocal, regional, national and international economic conditions, including inflation or a decrease in commercial real estate
and residential housing values;

+ changesinthelevel of nonperforming assets and charge-offs, and credit risk generally;

» therisksof changesin interest rates or the level and composition of deposits, |oan demand and the values of loan collateral, securities and
interest-sensitive assets and liabilities;

» theeffect of any mergers, acquisitions or other transactions to which we or our bank subsidiary may from time to time be a party, including
our ability to successfully integrate any businesses that we acquire;

+ therisk that expected cost savings and other benefits from acquisitions may not be fully realized or may take longer to realize than expected;

+ thepossibility that an acquisition does not close when expected or at all because required regulatory, shareholder or other approvals and
other conditionsto closing are not received or satisfied on atimely basisor at all;

* thereaction to a proposed acquisition transaction of the respective companies’ customers, employees and counterparties;
+ diversion of management time on acquisition-related issues;

« theability to enter into and/or close additional acquisitions;

+ theavailability of and accessto capital on terms acceptableto us;

* increased regulatory requirements and supervision that applies as aresult of our exceeding $10 billion in total assets;

+ legislation and regulation affecting the financial servicesindustry asawhole, and the Company and its subsidiariesin particular, including
the effects resulting from the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “ Dodd-Frank Act”), recent reformsto the
Dodd-Frank Act and other future legislative and regulatory changes,

+ governmental monetary and fiscal policies;
* theeffectsof terrorism and efforts to combat it;

« political instability;



Table of Contents
*  risksassociated with our customer relationship with the Cuban government and our correspondent banking relationship with Banco
Internacional de Comercio, S.A. (BICSA), a Cuban commercial bank, through our recently completed acquisition of Stonegate Bank;
* adverse weather events, including hurricanes, and other natural disasters;
« theability to keep pace with technological changes, including changes regarding cybersecurity;

* anincreasein theincidence or severity of fraud, illegal payments, cybersecurity breaches or other illegal actsimpacting our bank subsidiary,
our vendors or our customers;

+ theeffects of competition from other commercial banks, thrifts, mortgage banking firms, consumer finance companies, credit unions,
securities brokerage firms, insurance companies, money market and other mutual funds and other financial institutions operating in our
market area and el sewhere, including institutions operating regionally, nationally and internationally, together with competitors offering
banking products and services by mail, telephone and the Internet;

+ theeffect of changesin accounting policies and practices and auditing requirements, as may be adopted by the regulatory agencies, as well
as the Public Company Accounting Oversight Board, the Financial Accounting Standards Board, and other accounting standard setters;

* higher defaults on our loan portfolio than we expect; and

» thefailure of assumptions underlying the establishment of our allowance for loan losses or changes in our estimate of the adequacy of the
allowance for loan losses.

All written or ora forward-looking statements attributable to us are expressly qualified in their entirety by this Cautionary Note. Our actual results
may differ significantly from those we discussin these forward-looking statements. For other factors, risks and uncertainties that could cause our actual
resultsto differ materially from estimates and projections contained in these forward-looking statements, see “ Risk Factors”.
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PART |
Item 1. BUSINESS
Company Overview

Home BancShares, Inc. (“Home BancShares’, which may also be referred to in this document as “we”, “us”, “HBI” or the “Company”) is a Conway,
Arkansas headquartered bank holding company registered under the federal Bank Holding Company Act of 1956. The Company’s common stock is
traded through the NASDAQ Global Select Market under the symbol “HOMB” . We are primarily engaged in providing a broad range of commercial and
retail banking and related financial servicesto businesses, real estate devel opers and investors, individuals and municipalities through our wholly owned
community bank subsidiary — Centennial Bank. Centennial Bank has branch locationsin Arkansas, Florida, South Alabamaand New Y ork City. Although
the Company has adiversified |oan portfolio, at December 31, 2018 and 2017, commercial real estate |oans represented 58.1% and 61.8% of gross |oans
and 273.6% and 289.6% of total stockholders' equity, respectively. The Company’stotal assets, total deposits, total revenue and net income for each of
the past three years are as follows:

As of or for the Years Ended December 31,

2018 2017 2016
(In
thousands)
Total assets $ 15,302,438  $ 14,449,760 $ 9,808,465
Total deposits 10,899,778 10,388,502 6,942,427
Total revenue (interest income plus non-interest income) 788,200 619,887 523,588
Net income 300,403 135,083 177,146

Home BancShares acquires, organizes and invests in community banks that serve attractive markets. Our community banking team is built around
experienced bankers with strong local relationships. The Company was formed in 1998 by an investor group led by John W. Allison, our Chairman, and
Robert H. “Bunny” Adcock, Jr., our Vice Chairman. Since opening our first subsidiary bank in 1999, we have acquired and integrated atotal of 22 banks
with locationsin Arkansas, Floridaand Alabama, including 17 banks since 2010, seven of which we acquired through Federal Deposit Insurance
Corporation (“FDIC”) assisted transactions. Our subsidiary bank has operated under asingle charter and the Centennial Bank name since 2009. In 2015,
after acquiring apool of national commercial real estate |oans, we created Centennial Commercial Finance Group (“ Centennial CFG”) to build out a
national lending platform focused on commercial real estate aswell as commercial and industrial loans. Centennial CFG operates out of our New Y ork City
branch office and loan production officesin Los Angeles, Californiaand Dallas, Texas. On June 30, 2018, we acquired Shore Premier Finance (“ SPF”), a
marine-lending division of Union Bank & Trust of Richmond, Virginia, and established the SPF division of Centennial Bank to build out alending platform
focusing on commercial and consumer marine loans. In connection with the creation of the SPF division, Centennial Bank opened aloan production office
in Chesapeake, Virginia.
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Acquisitions

We believe many individuals and businesses prefer banking with alocally managed community bank capable of providing flexibility and quick
decisions. The execution of our community banking strategy has allowed us to rapidly build our network of banking operations through acquisitions. The
following summary provides additional details concerning our acquisitions during the previous five fiscal years.

Florida Traditions Bank — On July 17, 2014, the Company completed the acquisition of all of the issued and outstanding shares of common stock
of FloridaTraditions Bank (“ Traditions”) and merged Traditionsinto Centennial Bank. Under the terms of the Agreement and Plan of Merger dated
April 25, 2014, by and among Home BancShares, Centennial Bank, and Traditions, the shareholders of Traditions received approximately $39.5 million of
the Company’s common stock valued at the time of closing, in exchange for all outstanding shares of Traditions common stock.

Prior to the acquisition, Traditions operated eight banking locationsin Central Florida, including its main office in Dade City, Florida. Including the
effects of the purchase accounting adjustments, Traditions had $310.5 million in total assets, $241.6 million in loans after $8.5 million of loan discounts,
and $267.3 million in deposits.

Broward Financial Holdings, Inc. — On October 23, 2014, the Company completed its acquisition of all of the issued and outstanding shares of
common stock of Broward Financial Holdings, Inc. (“Broward”), parent company of Broward Bank of Commerce (“Broward Bank”), and merged Broward
Bank into Centennial Bank. Under the terms of the Agreement and Plan of Merger dated July 30, 2014 by and among Home BancShares, Centennial Bank,
Broward, Broward Bank and an acquisition subsidiary of Home BancShares, the shareholders of Broward received approximately $30.2 million of the
Company’s common stock valued as of the closing date, plus $3.3 millionin cash, in exchange for all outstanding shares of Broward common stock. The
Company also agreed to pay the Broward sharehol ders at an undetermined date up to approximately $751,000 in additional consideration, the amount and
timing of which, if any, was dependent on future payments received or losses incurred by Centennial Bank from certain current Broward Bank loans.
During the first quarter of 2016, we determined and reached an agreement with the Broward shareholders that no additional consideration was owed or
would be paid to the Broward shareholders.

Prior to the acquisition, Broward Bank operated two banking locationsin Fort Lauderdale, Florida. Including the effects of the purchase accounting
adjustments, Broward had approximately $184.4 million in total assets, $121.1 million in total loans after $3.0 million of loan discounts, and $134.2 millionin
deposits.

Doral Bank's Florida Panhandle Operations — On February 27, 2015, Centennial Bank acquired in an FDIC-assisted transaction all the deposits
and substantially all the assets of the Florida Panhandle operations of Doral Bank of San Juan, Puerto Rico (“Doral Florida’) through an alliance
agreement with Banco Popular of Puerto Rico (“Popular”), who was the successful lead bidder to acquire the assets and liabilities of the failed Doral Bank
from the FDIC, asreceiver for Doral Bank. Including the effects of the purchase accounting adjustments, the acquisition provided the Company with
loans of approximately $37.9 million net of loan discounts, deposits of approximately $467.6 million, plus a $428.2 million cash settlement to balance the
transaction. The FDIC did not provide any loss-sharing with respect to these acquired assets.

Prior to the acquisition, Doral Florida operated five branch locations in Panama City, Panama City Beach and Pensacola, Florida plus aloan
production officein Tallahassee, Florida. At the time of acquisition, Centennial operated 29 branch locations in the Florida Panhandle. As aresult, the
Company closed al five branch locations during the July 2015 systems conversion and returned the facilities back to the FDIC.

Pool of National Commercial Real Estate Loans— On April 1, 2015, Centennial Bank purchased a pool of national commercial real estate loans
totaling approximately $289.1 million from AM PR LLC, an affiliate of J.C. Flowers & Co. (collectively, the “ Seller”) for a purchase price of 99% of the total
principal value of the acquired loans. The acquired |oans were originated by the former Doral Bank within its Doral Property Finance portfolio and were
transferred to the Seller by Popular upon its acquisition of the assets and liabilities of Doral Bank from the FDIC. This pool of loansis now managed by
Centennia CFG, which isresponsible for servicing the acquired loan pool and originating new loan production.
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In connection with this acquisition of loans, the Company opened aloan production office on April 23, 2015 in New Y ork City, which became afull
branch on September 1, 2016.

Florida Business BancGroup, Inc. — On October 1, 2015, the Company completed its acquisition of Florida Business BancGroup, Inc. (“FBBI”),
parent company of Bay Cities Bank (“Bay Cities’). The Company paid a purchase price to the FBBI shareholders of $104.1 million for the FBBI
acquisition. Under the terms of the agreement, shareholders of FBBI received shares of the Company’s common stock valued at approximately
$83.8 million as of October 1, 2015, plus approximately $20.3 million in cash in exchange for all outstanding shares of FBBI common stock. A portion of the
cash consideration, $2.0 million, was placed into escrow with the FBBI sharehol ders having a contingent right to receive their pro-rata portions of such
amount. The amount, if any, of such escrowed funds to be released to FBBI shareholders would depend upon the amount of losses that the Company
incurred in the two years following the compl etion of the merger related to two class action lawsuits that were pending against Bay Cities. In August
2017, the Company distributed the contingent cash consideration to the former FBBI shareholders, less $10,000 for compensation paid to arepresentative
designated by FBBI who acted on behalf of the FBBI shareholdersin connection with the escrow arrangements.

FBBI formerly operated six branch locations and aloan production office in the Tampa Bay areaand in Sarasota, Florida. Including the effects of
any purchase accounting adjustments, as of October 1, 2015, FBBI had approximately $564.5 million in total assets, $408.3 million in loans after
$14.1 million of loan discounts, and $472.0 million in deposits.

Giant Holdings, Inc. — On February 23, 2017, the Company completed its acquisition of Giant Holdings, Inc. (“GHI"), parent company of Landmark
Bank, N.A. (“Landmark”), pursuant to a definitive agreement and plan of merger whereby GHI merged with and into HBI and, immediately thereafter,
Landmark merged with and into Centennial Bank. The Company paid a purchase price to the GHI shareholders of approximately $96.0 million for the GHI
acquisition. Under the terms of the agreement, sharehol ders of GHI received 2,738,038 shares of the Company’s common stock valued at approximately
$77.5 million as of February 23, 2017, plus approximately $18.5 million in cash in exchange for all outstanding shares of GHI common stock.

GHI formerly operated six branch locationsin the Ft. Lauderdale, Florida area. Including the effects of the purchase accounting adjustments, as of
acquisition date, GHI had approximately $398.1 million in total assets, $327.8 million in loans after $8.1 million of loan discounts, and $304.0 millionin
deposits.

The Bank of Commerce — On February 28, 2017, the Company completed its acquisition of all of the issued and outstanding shares of common
stock of The Bank of Commerce, a Florida state-chartered bank that operated in the Sarasota, Floridaarea (“BOC"), pursuant to an acquisition agreement,
dated December 1, 2016, by and between HBI and Bank of Commerce Holdings, Inc. (“BCHI"), parent company of BOC. The Company merged BOC with
and into Centennial Bank effective as of the close of business on February 28, 2017.

The acquisition of BOC was conducted in accordance with the provisions of Section 363 of the United States Bankruptcy Code (the “Bankruptcy
Code") pursuant to avoluntary petition for relief under Chapter 11 of the Bankruptcy Code filed by BCHI with the United States Bankruptcy Court for the
Middle District of Florida (the “ Bankruptcy Court”). The sale of BOC by BCHI was subject to certain bidding procedures approved by the Bankruptcy
Court. On November 14, 2016, the Company submitted aninitial bid to purchase the outstanding shares of BOC in accordance with the bidding
procedures approved by the Bankruptcy Court. An auction was subsequently conducted on November 16, 2016, and the Company was deemed to be the
successful bidder. The Bankruptcy Court entered afinal order on December 9, 2016 approving the sale of BOC to the Company pursuant to and in
accordance with the acquisition agreement.

Under the terms of the acquisition agreement, the Company paid an aggregate of approximately $4.2 million in cash for the acquisition, which
included the purchase of al outstanding shares of BOC common stock, the discounted purchase of certain subordinated debenturesissued by BOC from
the existing holders of the subordinated debentures, and an expense reimbursement to BCHI for approved administrative claimsin connection with the
bankruptcy proceeding.
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BOC formerly operated three branch locations in the Sarasota, Florida area. Including the effects of the purchase accounting adjustments, as of
acquisition date, BOC had approximately $178.1 million in total assets, $118.5 million in loans after $5.8 million of loan discounts, and $139.8 millionin
deposits.

Stonegate Bank — On September 26, 2017, the Company, completed the acquisition of all of the issued and outstanding shares of common stock of
Stonegate Bank (“ Stonegate”), and merged Stonegate into Centennial Bank. The Company paid a purchase price to the Stonegate shareholders of
approximately $792.4 million for the Stonegate acquisition. Under the terms of the merger agreement, shareholders of Stonegate received 30,863,658 shares
of HBI common stock valued at approximately $742.3 million at the time of closing plus approximately $50.1 million in cash in exchange for al outstanding
shares of Stonegate common stock. In addition, the holders of outstanding stock options of Stonegate received approximately $27.6 millionin cashin
connection with the cancellation of their optionsimmediately before the acquisition closed, for atotal transaction value of approximately $820.0 million.

Including the effects of the purchase accounting adjustments, as of acquisition date, Stonegate had approximately $2.89 hillion in total assets,
$2.37 billion in loans and $2.53 billion in customer deposits. Stonegate formerly operated its banking business from 24 locations in key Florida markets
with significant presence in Broward and Sarasota counties.

Shore Premier Finance — On June 30, 2018, the Company, completed the acquisition of Shore Premier Finance (“ SPF”), adivision of Union Bank &
Trust of Richmond, Virginia, the bank subsidiary of Union Bankshares Corporation. The Company paid a purchase price of approximately $377.4 millionin
cash, subject to certain post-closing adjustments, and 1,250,000 shares of HBI common stock valued at approximately $28.2 million at the time of the
acquisition. SPF provides direct consumer financing for United States Coast Guard (“USCG”) registered high-end sail and power boats. Additionally, SPF
provides inventory floor plan lines of credit to marine dealers, primarily those selling USCG documented vessels.

Including the purchase accounting adjustments, as of acquisition date, SPF had approximately $377.0 million in total assets, including $376.2 million
in total loans, which resulted in goodwill of $30.5 million being recorded.

This portfolio of loansis now housed in adivision of Centennial Bank known as Shore Premier Finance. The SPF division of Centennial Bank is
responsible for servicing the acquired loan portfolio and originating new loan production. In connection with this acquisition, Centennial Bank has
opened anew loan production office in Chesapeake, Virginia. Through the SPF division, Centennial Bank isworking to build out alending platform
focusing on commercial and consumer marine loans.

For an additional discussion regarding the acquisition of SPF, see “Management’s Discussion and Analysis of Financial Condition and Results of
Operations’ and Note 2 “Business Combinations” in the Notes to Consolidated Financial Statementsincluded in this Annual Report on Form 10-K. For
an additional discussion regarding the acquisitions of BOC, GHI and Stonegate, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and Note 2 “Business Combinations” in the Notesto Consolidated Financial Statementsincluded in our Annual Report on Form
10-K for the year ended December 31, 2017. For an additional discussion regarding the acquisitions of Doral Florida, the pool of national commercial real
estate loans and FBBI, see “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and Note 2 “Business
Combinations” in the Notes to Consolidated Financial Statementsincluded in our Annual Report on Form 10-K for the year ended December 31, 2016. For
an additional discussion regarding the acquisitions of Traditions and Broward, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and Note 2 “Business Combinations” in the Notes to Consolidated Financial Statementsincluded in our Annual Report on Form
10-K for the year ended December 31, 2015.
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Our Management Team

The following table sets forth, as of December 31, 2018, information concerning the individual s who are our executive officers.

Positions Held with Positions Held with
Name Age Home BancShares, Inc. Centennial Bank
John W. Allison 72 Chairman of the Board Chairman of the Board
C. Randall Sims 64  Chief Executive Officer, President and Director
Director
Brian S. Davis 53  Chief Financia Officer, Treasurer and Director  Chief Financia Officer, Treasurer and Director
Jennifer C. Floyd 44 Chief Accounting Officer Chief Accounting Officer
Kevin D. Hester 55  Chief Lending Officer Chief Lending Officer and Director
J. Stephen Tipton 37  Chief Operating Officer Chief Operating Officer
Tracy M. French 57  Executive Officer, Director Chief Executive Officer, President and
Director
DonnaJ. Townsell 48  Senior Executive Vice President, Director of Senior Executive Vice President and Director
Investor Relations and Director
Russell D. Carter, 111 43 Executive Officer Regional President
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Our Growth Strategy

Our goals are to achieve growth in earnings per share and to create and build stockhol der value. Our growth strategy entails the following:

Strategic acquisitions — Strategic acquisitions (both FDIC-assisted and non-FDIC-assisted) have been a significant component of our
historical growth strategy, and we believe properly priced bank acquisitions can continue to be alarge part of our growth strategy. We
anticipate that our principal acquisition focuswill continue to be to expand our presence in Arkansas, Floridaand Alabamaand into other
contiguous markets, although we may seek to expand into other areasif attractive financial opportunitiesin other market areas arise. We will
continue to evaluate potential bank acquisition opportunities to determine whether they are in the best interests of our Company. Our goals
in making these decisions are to maximize the return to our shareholders and to enhance our franchise.

Organic growth — We believe our current branch network provides us with the capacity to grow within our existing market areas. We also
believe we are well positioned to attract new business and additional experienced personnel as aresult of ongoing changesin our
competitive markets. We believe the markets we entered into as aresult of historical acquisitions provide us opportunities for organic growth
aswe now have a presence in several large markets where our market share has not previously been significant. Additionally, through our
Centennial CFG franchise, we are continuing to build out a national lending platform that focuses on commercial real estate plus commercial
and industrial loans. As opportunities arise, we will evaluate new (commonly referred to as de novo) branchesin our current marketsand in
other attractive market areas. During 2018, two de novo branch locations were opened in Jonesboro and Russellville, Arkansas. During 2018,
we also opened aloan production officein Dallas, Texas under the management of Centennial CFG. Wewill continue to evaluate de novo
opportunities during 2019 and make decisions on a case-by-case basis in the best interest of the shareholders. Overall, we expect the organic
loan growth we experienced during the last two yearsto continuein all of our markets as the economic environment has improved.

Community Banking Philosophy

Our community banking philosophy consists of four basic principles:

manage our community banking franchise with experienced bankers and community bank boards who are empowered to make customer-
related decisions quickly;

provide exceptional service and develop strong customer relationships;

pursue the business rel ationships of our local boards of directors, executive officers, stockholders, and customersto actively promote our
community bank; and

maintain our commitment to the communities we serve by supporting civic and nonprofit organizations.

These principles, which make up our community banking philosophy, are the driving force for our business. Aswe streamlined our legacy business
into an efficient banking network and have integrated new acquisitions, we have preserved lending authority with local management in most cases by
using local loan committees that maintain an integral connection to the communities we serve. These committees are empowered with lending authority of
up to $6.0 million in their respective geographic areas. This allows us to capitalize on the strong relationships that these individuals and our local bank
officers have in their respective communities to maintain and grow our business. Through experienced and empowered local bankers and board members,
we are committed to maintaining a community banking experience for our customers.
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Operating Goals

Our operating goals focus on maintaining strong credit quality, increasing profitability, finding experienced bankers, and maintaining a“fortress’
balance sheet:

Maintain strong credit quality — Credit quality isour first priority. We employ aset of credit standards designed to ensure the proper
management of credit risk. Our management team plays an active role in monitoring compliance with these credit standardsin the different
communities served by Centennial Bank. We have a centralized |oan review process, which we believe enables us to take prompt action on
potential problem loans. During the past few years we have taken an aggressive approach to resolving problem loans, including those
problem loans acquired in our FDIC-assisted and non-FDIC-assi sted acquisitions. We are committed to maintaining high credit quality
standards.

Continue to improve profitability — We will continue to strive to improve our profitability and achieve high performance ratios aswe
continue to utilize the available capacity of branches and employees. Aswe work out problem loansin our special assets department, we plan
to emphasize business development and relationship enhancement in lending and retail areasin our newly acquired markets. Our efficiency
ratio hasimproved from 62.68% for the year ended 2008 to 38.48% for the year ended 2018. The efficiency ratio is calculated by dividing non-
interest expense less amortization of core deposit intangibles by the sum of net interest income on a tax-equivalent basis and non-interest
income. Our efficiency ratio, as adjusted, has improved from 59.4% for the year ended 2008 to 37.7% for the year ended 2018. The efficiency
ratio, as adjusted, is calculated by dividing non-interest expense less amortization of core deposit intangibles by the sum of net interest
income on atax equivalent basis and non-interest income excluding certain adjustments such as merger expenses and/or gain and l0sses.
These improvements in operating efficiency are being driven by, among other factors, increasing revenue from organic loan growth,
improving our cost savings from the acquisitions, implementing our efficiency study initiatives, streamlining the processesin our lending and
retail operations and improving our purchasing power.

Attract and motivate experienced bankers — We believe amajor factor in our success has been our ability to attract and motivate bankers
who have experience in and knowledge of their local communities. Historically, our hiring and retaining experienced relationship bankers has
been integral to our ability to grow quickly when entering new markets.

Maintain a “ fortress’ balance sheet — We intend to maintain a strong bal ance sheet through a focus on four key governing principles:

(1) maintain solid asset quality; (2) remain well-capitalized; (3) pursue high performance metrics including return on tangible equity (ROTE),
return on assets (ROA), efficiency ratio and net interest margin; and (4) retain liquidity at the bank holding company level that can be utilized
should attractive acquisition opportunities be identified or for internal capital needs. We strive to maintain capital levels above the regul atory
capital requirements through our focus on these governing principles, which historically has allowed us to take advantage of acquisition
opportunities as they become available without the need for additional capital.

Our Market Areas

Asof December 31, 2018, we conducted business principally through 77 branchesin Arkansas, 76 branchesin Florida, five branchesin Alabama
and one branch in New Y ork City. Our branch footprint includes markets in which we are the deposit market share leader aswell as markets where we
believe we have opportunities for deposit market share growth. As of December 31, 2018, we also operate |oan production officesin Los Angeles,
Californiaand Dallas, Texas through our Centennial CFG division and in Chesapeake, Virginiathrough our SPF division.
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Lending Activities

We originate loans primarily secured by single and multi-family real estate, residential construction and commercial buildings. In addition, we make
loans to small and medium-sized commercial businesses as well asto consumersfor avariety of purposes.

Our loan portfolio as of December 31, 2018, was comprised as follows:

Total
Loans Per centage
Receivable of portfolio
(Dollarsin thousands)
Real estate:
Commercial real estate loans
Non-farm/non-residential $ 4,806,684 43.4%
Construction/land devel opment 1,546,035 14.0
Agricultural 76,433 0.7
Residential real estate loans
Residential 1-4 family 1,975,586 17.8
Multifamily residential 560,475 5.1
Total real estate 8,965,213 81.0
Consumer 443,105 40
Commercial and industrial 1,476,331 133
Agricultural 48,562 0.4
Other 138,668 1.3
Total $11,071,879 100.0%

Real Estate — Non-farm/Non-residential. Non-farm/non-residential real estate |oans consist primarily of loans secured by income-producing
properties, such as shopping/retail centers, hotel/motel properties, office buildings, and industrial/warehouse properties. Commercial lending on income-
producing properties typically involves higher loan principal amounts, and the repayment of these loansis dependent, in large part, on sufficient income
from the properties collateralizing the |oans to cover operating expenses and debt service. This category of loans also includes specialized properties
such as churches, marinas, and nursing homes. Additionally, we make commercial mortgage loans to entitiesto operate in these types of properties, and
the repayment of these loansis dependent, in large part, on the cash flow generated by these entities in the operations of the business. Often, a
secondary source of repayment will include the sale of the subject collateral. When thisisthe case, it is generally our practice to obtain an independent
appraisal of this collateral within the Interagency Appraisal and Evaluation Guidelines.

Real Estate — Construction/Land Development. This category of loansincludesloansto residential and commercial developersto purchase raw
land and to develop thisland into residential and commercial land developments. In addition, this category includes construction loansfor al of the
types of real estate loans, including both commercial and residential. These loans are generally secured by afirst lien on the real estate being purchased
or developed. Often, the primary source of repayment will be the sale of the subject collateral. When thisisthe case, it isgenerally our practice to obtain
an independent appraisal of this collateral within the Interagency Appraisal and Evaluation Guidelines.

Real Estate — Residential. Our residential mortgage loan program primarily originates loans to individuals for the purchase of residential property.
We generally do not retain long-term, fixed-rate residential real estate loansin our portfolio due to interest rate and collateral risks. Residential mortgage
loans to individualsretained in our loan portfolio primarily consisted of approximately 30.2% owner occupied 1-4 family properties and approximately
58.7% non-owner occupied 1-4 family properties (rental) as of December 31, 2018 with the remaining 11.1% relating to condos and mobile homes. The
primary source of repayment for these loansis generally the income and/or assets of the individual to whom the loan is made. Often, a secondary source
of repayment will include the sale of the subject collateral. When thisisthe case, it is generally our practice to obtain an independent appraisal of this
collateral within the Interagency Appraisal and Evaluation Guidelines.
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Consumer. While our focusis on service to small and medium-sized businesses, we also make a variety of loansto individuals for personal, family
and household purposes, including secured and unsecured installment and term loans originated by our bank, the primary portion of which consists of
loans to finance USCG registered high-end sail and power boats as aresult of our acquisition of SPF on June 30, 2018. The primary source of repayment
for these loans is generally the income and/or assets of theindividual to whom the loan is made. The performance of consumer loanswill be affected by
thelocal and regional economies aswell asthe rates of personal bankruptcies, job loss, divorce and other individual -specific characteristics. When
secured, we may independently assess the val ue of the collateral using athird-party valuation source.

Commercial and Industrial. Our commercia and industrial loan portfolio primarily consisted of 52.1% inventory/accounts receivable financing,
12.0% equipment/vehicle financing and 35.9% other, including letters of credit at less than 1%, as of December 31, 2018. This category includesloansto
smaller business ventures, credit lines for working capital and short-term inventory financing, for example. These loans are typically secured by the
assets of the business and are supplemented by personal guaranties of the principals and often mortgages on the principals’ primary residences. The
primary source of repayment may be conversion of the assets into cash flow, asin inventory and accounts receivable, or may be cash flow generated by
operations, asin equipment/vehicle financing. Assessing the value of inventory can involve many factorsincluding, but not limited to, type, age,
condition, level of conversion and marketability, and can involve applying a discount factor or obtaining an independent valuation, based on the
assessment of the above factors. Assessing the value of accounts receivable can involve many factors including, but not limited to, concentration, aging,
and industry, and can involve applying a discount factor or obtaining an independent valuation, based on the assessment of the above factors.
Assessing the val ue of equipment/vehicles may involve athird-party valuation source, where applicable.

Agricultural Loans. Agricultural loansinclude loans for financing agricultural production, including loans to businesses or individuals engaged in
the production of timber, poultry, livestock or crops and are not categorized as part of real estate loans. Our agricultural loans are generally secured by
farm machinery, livestock, crops, vehicles or other agricultural-related collateral. A portion of our portfolio of agricultural loansis comprised of loansto
individuals which would normally be characterized as consumer loans except for the fact that the individual borrowers are primarily engaged in the
production of timber, poultry, livestock or crops.

Credit Risks. The principal economic risk associated with each category of the |oans that we make is the creditworthiness of the borrower and the
ability of the borrower to repay the loan. General economic conditions and the strength of the services and retail market segments affect borrower
creditworthiness. General factors affecting acommercial borrower’s ability to repay include interest rates, inflation and the demand for the commercial
borrower’s products and services as well as other factors affecting aborrower’s customers, suppliers and employees.

Risks associated with real estate |oans also include fluctuationsin the value of real estate, new job creation trends, tenant vacancy rates, and in the
case of commercial borrowers, the quality of the borrower’s management. Consumer |oan repayments depend upon the borrower’s financial stability and
aremore likely to be adversely affected by divorce, job loss, illness and other personal hardships.
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Lending Policies. We have established common loan documentation procedures and policies, based on the type of loan, for our bank subsidiary.
The board of directors periodically reviews these policies for validity. In addition, it has been and will continue to be our practice to attempt to
independently verify information provided by our borrowers, including assets and income. We have not made |oans similar to those commonly referred to
as“nodoc” or “stated income” loans. We focus on the primary and secondary methods of repayment, and prepare global cash flows where appropriate.
There are legal restrictions on the dollar amount of |oans available for each lending relationship. The Arkansas Banking Code provides that no loan
relationship may exceed 20% of a bank’s risk-based capital, and we are in compliance with thisrestriction. In addition, we are not dependent upon any
single lending relationship for an amount exceeding 10% of our revenues. As of December 31, 2018, the maximum amount outstanding to asingle
borrower was $172.7 million. As acommunity lender, we believe from timeto timeit isin our best interest to agree to modifications or restructurings.
These modifications/restructurings can take the form of areduction in interest rate, amove to interest-only from principal and interest payments, or a
lengthening in the amortization period or any combination thereof. Occasionally, we will modify/restructure a single loan by splitting it into two loans
following the interagency guidance involving the workout of commercial real estate loans. The loan representing the portion that is supported by the
current cash flow of the borrower or project will remain on our books, while the new |oan representing the portion that cannot be serviced by the current
cash flow is charged-off. Furthermore, we may make an additional loan or loansto a borrower or related interest of aborrower who is past due more than
90 days. These circumstances will be very limited in nature, and when approved by the appropriate lending authority, will likely involve obtaining
additional collateral that will improve the collectability of the overall relationship. It isour belief that judicious usage of these tools can improve the
quality of our loan portfolio by providing our borrowers an improved probability of survival during difficult economic times.

Loan Approval Procedures. Our bank subsidiary has supplemented our common loan policies to establish its loan approval procedures asfollows:

* Individual Authorities. The board of directors of Centennial Bank establishes the authorization levels for individual loan officerson a
case-by-case basis. Generally, the more experienced aloan officer, the higher the authorization level. The approval authority for individual
loan officers ranges from $10,000 to $2.5 million for secured loans and from $1,000 to $100,000 for unsecured loans.

+  Officers Loan Committees. Our bank subsidiary also givesits Officers’ Loan Committees |oan approval authority. Creditsin excess of
individual loan limits are submitted to the region’s Officers' Loan Committee. The Officers’ Loan Committee consists of members of the senior
management team of that region and is chaired by that region’s chief lending officer. The regional Officers' Loan Committees have approval
authority of up to $2.0 million secured on al loans and $100,000 unsecured on loan renewals.

+ Directors Loan Committee. Our bank subsidiary has Directors' Loan Committees (“DLCs") throughout our market areas consisting of
outside directors and senior lenders of the respective market areas. Generally, each DLC requires amajority of outside directors be present to
establish a quorum. Generally, thiscommitteeis chaired either by the Division Chief Lending Officer or the Regional President. The regional
DL Cs have approval authority up to $6.0 million secured and $3.0 million unsecured.

*  Executive Loan Committee — The board of directors of Centennial Bank established the Executive Loan Committee consisting of three
outside board members and members of executive management. This committee requires five voting members to establish a quorum,
including at least two of the outside board members, and is chaired by the Chief Lending Officer of the bank. The Executive Loan Committee
has approval authority up to the in-house consolidated lending limit of $20.0 million.

Currently, our board of directors has established an in-house consolidated lending limit of $20.0 million to any one borrowing relationship without
obtaining the approval of both our Chairman and our director Richard H. Ashley. We have 106 separate relationships that exceed thisin-house limit.
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Depositsand Other Sources of Funds

Our principal source of funds for loans and investing in securitiesis core deposits. We offer awide range of deposit services, including checking,
savings, money market accounts and certificates of deposit. We obtain most of our deposits from individuals and small businesses, and municipalitiesin
our market areas. We believe that the rates we offer for core deposits are competitive with those offered by other financial institutionsin our market areas.
Additionally, our policy also permits the acceptance of brokered deposits. Secondary sources of funding include advances from the Federal Home Loan
Bank of Dallas, the Federal Reserve Bank Discount Window and other borrowings. These secondary sources enable usto borrow funds at rates and
terms which, at times, are more beneficia to us.

Other Banking Services

Given customer demand for increased convenience and account access, we offer arange of products and services, including 24-hour internet
banking, mobile banking and voice response information, cash management, overdraft protection, direct deposit, safe deposit boxes, United States
savings bonds and automatic account transfers. We earn fees for most of these services. We also receive ATM transaction fees from transactions
performed by our customers participating in a shared network of automated teller machines and a debit card system that our customers can use
throughout the United States, as well asin other countries.

Asaresult of our acquisition of Stonegate in September 2017, we also offer credit cards to both consumers and businesses. Credit cardstypically
involve a higher degree of credit risk since outstanding balances are unsecured and repayment of such balancesis often negatively impacted by adecline
in economic conditions. Our credit cards offer avariety of benefits and features designed to meet the needs of our customer. In addition, our consumer
credit cards can be used in Cuba.

Insurance

Centennial Insurance Agency, Inc. isan independent insurance agency, originally founded in 1959 and purchased by Centennial Bank in 2000.
Centennial Insurance Agency writes policies for commercial and personal lines of businessincluding insurance for property, casualty, life, health and
employee benefits. It is subject to regulation by the Arkansas Insurance Department. The offices of Centennial Insurance Agency are currently located in
Jacksonville, Cabot and Conway, Arkansas.

Cook Insurance Agency, Inc. is an independent insurance agency, originally founded in 1913 and acquired by Centennial Bank in 2010 during our
FDIC-assisted acquisition of Gulf State Community Bank. Cook Insurance Agency writes policies for commercial and personal lines of businessincluding
lifeinsurance. It is subject to regulation by the Florida | nsurance Department. The offices of Cook Insurance Agency arelocated in Apalachicolaand
Crawforaville, Florida.
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Competition

As of December 31, 2018, we conducted business through 159 branches in our primary market areas of Pulaski, Faulkner, Craighead, L onoke, Pope,
Washington, White, Benton, Greene, Sebastian, Cleburne, Independence, Stone, Baxter, Clay, Conway, Crawford, Johnson, Saline, Sharp and Y ell
countiesin Arkansas; Broward, Monroe, Hillsborough, Leon, Sarasota, Bay, Franklin, Palm Beach, Gulf, Charlotte, Collier, Escambia, Orange, Osceola,
Pasco, Pinellas, Polk, Walton, Miami-Dade, Lee, Calhoun, Gadsden, Hernando, Liberty, Okal oosa, Santa Rosa, Seminole, Wakullaand Manatee counties
in Florida; Baldwin County in Alabama; and New Y ork County in New Y ork. Many other commercial banks, savings institutions and credit unions have
officesin our primary market areas. These institutions include many of the largest banks operating in these respective states, including some of the
largest banks in the country. Many of our competitors serve the same counties we do. Our competitors often have greater resources, have broader
geographic markets, have higher lending limits, offer various services that we may not currently offer and may better afford and make broader use of
media advertising, support services and el ectronic technology than we do. To offset these competitive disadvantages, we depend on our reputation as
having greater personal service, consistency, and flexibility and the ability to make credit and other business decisions quickly.

Employees

On December 31, 2018, we had 1,815 full-time equivalent employees. Except for any additional employees acquired in future acquisitions, we expect
that our 2019 staffing levelswill be slightly higher than those at year end 2018 to meet increased regulatory requirements resulting from exceeding
$10 billion in assets. We consider our employee relations to be good, and we have no collective bargaining agreements with any employees.

SUPERVISION AND REGULATION
General

We and our bank subsidiary are subject to extensive state and federal banking regulations that impose restrictions on and provide for general
regulatory oversight of our company and its operations. These laws generally are intended to protect depositors, the deposit insurance fund of the
Federal Deposit Insurance Corporation (“FDIC”) and the banking system as awhole, and not shareholders.

The following discussion describes the material elements of the regulatory framework that appliesto us. Thisdescription isqualified in its entirety
by reference to the full text of the statutes, regulations and policies that are described. Also, such statutes, regulations and policies are continually under
review by Congress and state legislatures and federal and state regulatory agencies. A changein statutes, regulations or regulatory policies applicable to
us and our subsidiaries could have amaterial effect on our business, financial condition and results of operations. Because our bank subsidiary’s total
assets exceed $10 billion, it is subject to additional supervision and regulation, including by the Consumer Financial Protection Bureau (“CFPB”), with
such additional supervision and regulation discussed throughout this section.

Financial Regulatory Reform

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (the “ Dodd-Frank Act”) made extensive changes in the regulation of
financial institutions and their holding companies. The Dodd-Frank Act contains a comprehensive set of provisions designed to govern the practices and
oversight of financial institutions and other participantsin the financial markets. Some of these provisions are described in more detail below. Many
provisions of the Dodd-Frank Act have delayed effective dates, and the |legislation requires various federal agenciesto adopt a broad range of new rules
and regul ations, some of which have not yet been issued in final form. In addition, we and our bank subsidiary became subject to certain Dodd-Frank Act
provisions for the first time in 2018 as our bank subsidiary’ s total assets exceeded $10 billion. We expect our operating and compliance costs to continue
toincrease as aresult of the Dodd-Frank Act and implementing its regulations.
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Home BancShares

We are abank holding company registered under the federal Bank Holding Company Act of 1956 (the “ Bank Holding Company Act”) and are
subject to supervision, regulation and examination by the Federal Reserve Board. The Bank Holding Company Act and other federal laws subject bank
holding companies to particular restrictions on the types of activitiesin which they may engage, and to arange of supervisory requirements and
activities, including regulatory enforcement actions for violations of laws and regulations.

Acquisitions of Banks. The Bank Holding Company Act requires every bank holding company to obtain the Federal Reserve Board's prior
approval before:

* acquiring direct or indirect ownership or control of any voting shares of any bank if, after the acquisition, the bank holding company will
directly or indirectly own or control more than 5% of the bank’s voting shares;

» acquiring al or substantially all of the assets of any bank; or

* merging or consolidating with any other bank holding company.

Under the Bank Holding Company Act, if well-capitalized and well managed, we, as well as other bank holding companies located within the states
in which we operate, may purchase abank located outside of those states. Conversely, awell-capitalized and well managed bank holding company
located outside of the states in which we operate may purchase a bank located inside those states. In each case, however, restrictions may be placed on
the acquisition of abank that has only been in existence for alimited amount of time or will result in specified concentrations of deposits. In approving
bank acquisitions by bank holding companies, the Federal Reserve Board is required to consider, among other things, the financial and managerial
resources and future prospects of the bank holding company and the banks concerned, the convenience and needs of the communities to be served and
various competitive factors.

Permitted Activities. A bank holding company is generally permitted under the Bank Holding Company Act to engage in or acquire direct or
indirect control of more than 5% of the voting shares of any company engaged in the following activities:

*  banking or managing or controlling banks; and

* any activity that the Federal Reserve Board determinesto be so closely related to banking as to be a proper incident to the business of
banking.

Activitiesthat the Federal Reserve Board has found to be so closely related to banking as to be a proper incident to the business of banking
include but are not limited to: factoring accounts receivable; making, acquiring, brokering or servicing loans and usual related activities; leasing personal
or real property; operating a non-bank depository institution, such as a savings association; trust company functions; financial and investment advisory
activities; conducting securities brokerage activities; underwriting and dealing in government obligations and money market instruments; providing
specified management consulting and counseling activities; performing sel ected data processing services and support services; acting as agent or broker
in selling credit life insurance and other types of insurance in connection with credit transactions; and performing selected insurance underwriting
activities.

Support of Subsidiary Institutions. Under the Dodd-Frank Act, we are required to act as a source of financial strength for our bank subsidiary and
to commit resources to support the bank. Under current federal law, the Federal Reserve may require us to make capital injectionsinto our bank
subsidiary and may charge us with engaging in unsafe and unsound practices if we fail to commit resources to our bank subsidiary or if we undertake
actions that the Federal Reserve believes might jeopardize our ability to commit resources to the bank. As aresult, an obligation to support our bank
subsidiary may be required at times when, without this requirement, we might not be inclined to provide it.

Safe and Sound Banking Practices. Bank holding companies are not permitted to engage in unsafe and unsound banking practices. The Federal
Reserve Board's Regulation Y, for example, generally requires a holding company to give the Federal Reserve Board 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 or redemptionsin the
preceding year, is equal to 10% or more of the company’s consolidated net worth. The Federal Reserve Board may oppose the transaction if it believes
that the transaction would constitute an unsafe or unsound practice or would violate any law or regulation. Depending upon the circumstances, the
Federal Reserve Board could take the position that paying a dividend would constitute an unsafe or unsound banking practice.
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The Federal Reserve Board has broad authority to prohibit activities of bank holding companies and their non-banking subsidiaries which
represent unsafe and unsound banking practices or which constitute violations of laws or regulations, and can assess civil money penalties for certain
activities conducted on aknowing and reckless basis, if those activities caused a substantial 10ssto a depository institution. The penalties can be as
high as approximately $2 million for each day the activity continues.

Annual Reporting; Examinations. We are required to file annual reports with the Federal Reserve Board, and such additional information asthe
Federal Reserve Board may require pursuant to the Bank Holding Company Act. The Federal Reserve Board may examine abank holding company or any
of its subsidiaries and charge the company for the cost of such examination.

Capital Adequacy Requirements. The Federal Reserve Board has adopted a system using risk-based capital guidelinesto evaluate the capital
adequacy of bank holding companies having $500 million or more in assets on a consolidated basis. Under the guidelines, specific categories of assets
are assigned different risk weights, based generally on the perceived credit risk of the asset. These risk weights are multiplied by corresponding asset
bal ances to determine a “risk-weighted” asset base. The guidelinesin effect as of December 31, 2018 require a minimum total risk-based capital ratio of
8.0% (of which at least 6.0% is required to consist of Tier 1 capital elements) and atotal risk-based capital ratio of at least 10% (of which at least 8.0% is
reguired to consist of Tier 1 capital elements) to be “well-capitalized.” Total capital isthe sum of Tier 1 and Tier 2 capital. As of December 31, 2018, our
Tier 1 risk-based capital ratio was 11.93% and our total risk-based capital ratio was 15.31%. Thus, as of December 31, 2018, we are considered well-
capitalized for regulatory purposes.

In addition to the risk-based capital guidelines, the Federal Reserve Board uses aleverage ratio as an additional tool to evaluate the capital
adequacy of bank holding companies. The leverageratio isacompany’s Tier 1 capital divided by its average total consolidated assets. Certain highly-
rated bank holding companies may maintain a minimum leverage ratio of 3.0%, but other bank holding companies are required to maintain aleverage ratio
of at least 4.0%. Well-capitalized isaleverage ratio in excess of 5%. As of December 31, 2018, our leverage ratio was 10.36%.

Thefederal banking agencies’ risk-based and leverage ratios are minimum supervisory ratios generally applicable to banking organizations that
meet certain specified criteria. The federal bank regulatory agencies may set capital requirements for a particular banking organization that are higher than
the minimum ratios when circumstances warrant. Federal Reserve Board guidelines also provide that banking organizations experiencing internal growth
or making acquisitions will be expected to maintain strong capital positions, substantially above the minimum supervisory levels, without significant
reliance on intangible assets.

The Dodd-Frank Act includes certain provisions concerning the capital regulations of the federal banking agencies. These provisions, often
referred to as the “ Collins Amendment,” are intended to subject bank holding companies to the same capital requirements as their bank subsidiaries and
to eliminate or significantly reduce the use of hybrid capital instruments, especially trust preferred securities, as regulatory capital. Under the Collins
Amendment, trust preferred securities issued before May 19, 2010 by a company, such as our Company, with total consolidated assets of less than
$15 billion as of December 31, 2009, and treated as regulatory capital are grandfathered, but any such securitiesissued later are not eligible as regulatory
capital. The Collins Amendment requires banking regulators to devel op regulations setting minimum risk-based and leverage capital requirements for
holding companies and banks on a consolidated basis that are no less stringent than the generally applicable requirementsin effect for depository
institutions under the prompt corrective action regulations discussed below. The banking regulators also must seek to make capital standards
countercyclical so that the required levels of capital increase in times of economic expansion and decrease in times of economic contraction.

In July 2013, the Federal Reserve Board and the other federal bank regulatory agenciesissued afinal ruleto revise their risk-based and leverage
capital requirements and their method for cal culating risk-weighted assets to make them consistent with the agreements that were reached by the Basel
Committee on Banking Supervisionin “Basel I11: A Global Regulatory Framework for More Resilient Banks and Banking Systems” (“Basel 111”) and
certain provisions of the Dodd-Frank Act. The final rule appliesto all depository institutions, bank holding companies with total
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consolidated assets of $500 million or more and savings and |oan holding companies (collectively, “banking organizations”). Among other things, the
rule established a new common equity Tier 1 minimum capital requirement (4.5% of risk-weighted assets) and a higher minimum Tier 1 risk-based capital
requirement (6% of risk-weighted assets) and assigns higher risk weightings (150%) to exposures that are more than 90 days past due or are on
non-accrual status and certain commercial real estate facilities that finance the acquisition, development or construction of real property. As of
December 31, 2018, the Company’'s common equity Tier 1 capital ratio was 11.34%.

Thefinal rule permanently grandfatherstrust preferred securities and other non-qualifying capital instruments that were issued and outstanding as
of May 19, 2010 inthe Tier 1 capital of bank holding companieswith total consolidated assets of less than $15 billion as of December 31, 2009. Therule
phases out of Tier 1 capital these non-qualifying capital instrumentsissued before May 19, 2010 by all other bank holding companies. Because our total
consolidated assets were less than $15 billion as of December 31, 2009, our outstanding trust preferred securities continue to be treated as Tier 1 capital.
However, now that we have exceeded $15 hillion in assets, if we acquire another financial institution in the future, then the Tier 1 treatment of our
outstanding trust preferred securities will be phased out, but those securitieswill still be treated as Tier 2 capital.

Thefinal rule also limits a banking organization’s capital distributions and certain discretionary bonus paymentsif the banking organization does
not hold a*“ capital conservation buffer” of 2.5% of common equity Tier 1 capital to risk-weighted assets, which isin addition to the amount necessary to
meet its minimum risk-based capital requirements. The final rule became effective for the Company and our bank subsidiary on January 1, 2015. The
capital conservation buffer requirement began being phased in on January 1, 2016, and the full capital conservation buffer requirement became effective
January 1, 2019. As of January 1, 2016, the required capital conservation buffer was 0.625% of common equity Tier 1 capital to risk-weighted assets. The
required capital conservation buffer increased to 1.25% as of January 1, 2017, 1.875% effective January 1, 2018 and 2.5% effective January 1, 2019. As of
December 31, 2018, our capital conservation buffer was 5.93%.

Liquidity Requirements. Historically, the regulation and monitoring of bank and bank holding company liquidity has been addressed as a
supervisory matter, without minimum required formulaic measures. The Basel 111 liquidity framework requires banks and bank holding companiesto
measure their liquidity against specific liquidity tests that, although similar in some respectsto liquidity measures historically applied by banks and
regul ators for management and supervisory purposes, going forward would be required by regulation. One test, referred to as the liquidity coverage ratio,
is designed to ensure that the banking entity maintains an adequate level of unencumbered high-quality liquid assets equal to the entity’s expected net
cash outflow for a 30-day time horizon (or, if greater, 25% of its expected total cash outflow) under an acute liquidity stress scenario. The other test,
referred to as the net stable funding ratio, is designed to promote more medium- and long-term funding of the assets and activities of banking entities
over aone-year time horizon. These requirements are expected to incent banking entities to increase their holdings of U.S. Treasury securities and other
sovereign debt as a component of assets and increase the use of long-term debt as afunding source. The federal banking agencies have not determined
to what extent they will apply to U.S. banks that are not large, internationally active banks.

Stress Testing. Pursuant to the Dodd-Frank Act, in October 2012, the Federal Reserve Board published itsfinal rules regarding company-run stress
testing. The rules require institutions with average total consolidated assets greater than $10 billion, such as the Company and our bank subsidiary, to
conduct an annual company-run stress test of capital and consolidated earnings and |osses under one base and at |east two stress scenarios provided by
bank regulatory agencies.

On May 24, 2018, the Economic Growth, Regulatory Relief, and Consumer Protection Act (the “EGRRCPA™) was signed into law, making certain
limited amendments to the Dodd-Frank Act, aswell as certain targeted modifications to other post-financial crisisregulations. Among other things, the
law raises the asset thresholds for Dodd-Frank Act company-run stress testing, liquidity coverage and living will requirements for bank holding
companiesto $250 hillion, subject to the ability of the Fed to apply such requirements to institutions with assets of $100 billion or more to address
financial stability risks or safety and soundness concerns. On July 6, 2018, the Federal Reserve, the FDIC and the Office of the Comptroller of the
Currency (the“OCC") issued ajoint interagency statement regarding the impact of the EGRRCPA. As aresult of this statement and the EGRRCPA, we
and our bank subsidiary are no longer subject to Dodd-Frank Act stress testing requirements and were not required to undergo stresstesting in 2018.
Notwithstanding these amendments to the stress testing requirements, the federal banking agencies indicated
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through interagency guidance that the capital planning and risk management practices of institutions with total assets less than $100 billion would
continue to be reviewed through the regular supervisory process. We will continue to monitor our capital consistent with the safety and soundness
expectations of the federal regulators.

Risk Management. Regulation Y'Y requires publicly-traded bank holding companies with $10 billion or morein total assetsto establish arisk
committee responsible for oversight of enterprise-wide risk management practices. The committee must be chaired by an independent director and include
at least one risk management expert with experience in managing risk exposures of large, complex firms. Asaresult of our total assets exceeding
$10 hillion, we established arisk committee meeting these requirements. However, effective May 2018, the recently enacted EGRRCPA increased the asset
threshold for mandatory risk committees from $10 billion to $50 billion in total assets. While we are no longer reguired to maintain arisk committee, we
currently continue to utilize our risk committee to oversee our enterprise-wide risk management practices.

Regulation Y'Y also requires us, as apublicly-traded bank holding company with $10 billion or morein total consolidated assets, to have aglobal
risk management framework commensurate with their structure, risk profile, complexity, activities, and size. The risk management framework must include
risk management policies and procedures, as well as processes and controls to implement them. Accordingly, we have adopted a compliant risk
management framework.

Payment of Dividends. We are alegal entity separate and distinct from our bank subsidiary and other affiliated entities. The principal sources of
our cash flow, including cash flow to pay dividends to our shareholders, are dividends that our bank subsidiary paysto us asits sole shareholder.
Statutory and regulatory limitations apply to the dividends that our bank subsidiary can pay to us, as well asto the dividends we can pay to our
shareholders.

The policy of the Federal Reserve Board that a bank holding company should serve as a source of strength to its subsidiary bank also resultsin
the position of the Federal Reserve Board that a bank holding company should not maintain alevel of cash dividendsto its shareholders that places
undue pressure on the capital of its bank subsidiary or that can be funded only through additional borrowings or other arrangements that may undermine
the bank holding company’s ability to serve as such a source of strength. Our ability to pay dividendsis also subject to the provisions of Arkansas law.

There are certain state-law limitations on the payment of dividends by our bank subsidiary. Centennial Bank, which is subject to Arkansas banking
laws, may not declare or pay adividend of 75% or more of the net profits of such bank after all taxes for the current year plus 75% of the retained net
profits for the immediately preceding year without the prior approval of the Arkansas State Bank Commissioner. Members of the Federal Reserve System
must also comply with the dividend restrictions with which anational bank would be required to comply. Among other things, these restrictions require
that if losses have at any time been sustained by abank equal to or exceeding its undivided profits then on hand, no dividend may be paid. Although we
have historically paid quarterly dividends on our common stock, there can be no assurances that we will be able to pay dividends in the future under the
applicable regulatory limitations.

The payment of dividends by us, or by our bank subsidiary, may also be affected by other factors, such as the requirement to maintain adequate
capital above regulatory guidelines. The federal banking agencies have indicated that paying dividends that deplete a depository institution’s capital
base to an inadequate level would be an unsafe and unsound banking practice. Under FDICIA, adepository institution may not pay any dividend if
payment would result in the depository institution being undercapitalized.

Subsidiary Bank

General. Our bank subsidiary, Centennial Bank, is chartered as an Arkansas state bank and is amember of the Federal Reserve System, making it
primarily subject to regulation and supervision by both the Federal Reserve Board and the Arkansas State Bank Department. In addition, our bank
subsidiary is subject to various requirements and
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restrictions under federal and state law, including requirements to maintain reserves against deposits, restrictions on the types and amounts of loans that
may be granted and the interest that they may charge, and limitations on the types of investments they may make and on the types of services they may
offer. Various consumer laws and regul ations al so affect the operations of our bank subsidiary. Further, because our bank subsidiary had total assets of
over $10 hillion as of December 31, 2018, it is subject to supervision and regulation by the CFPB, which is responsible for implementing, examining and
enforcing compliance with federal consumer protection laws.

Prompt Corrective Action. The Federal Deposit | nsurance Corporation Improvement Act of 1991 establishes a system of prompt corrective action
to resolve the problems of undercapitalized financial institutions. Under this system, the federal banking regulators have established five capital
categories (well-capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically undercapitalized) in which all institutions
are placed. Federal banking regulators are required to take various mandatory supervisory actions and are authorized to take other discretionary actions
with respect to institutionsin the three undercapitalized categories. The severity of the action depends upon the capital category in which the institution
isplaced. The federal banking agencies have specified by regulation the relevant capital level for each category.

Aninstitution 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 is aso 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 alower capital category based on supervisory factors
other than capital.

The Basel 111 final rule issued by the federal bank regulatory agenciesin July 2013 amended the prompt corrective action rulesto incorporate a
common equity Tier 1 capital requirement and to raise the capital requirementsfor certain capital categories. These rules became effective as of January 1,
2015. In order to be adequately capitalized for purposes of the prompt corrective action rules, a banking organization will be required to have at least an
8% total risk-based capital ratio, a6% Tier 1 risk-based capital ratio, a4.5% common equity Tier 1 risk-based capital ratio and a4% Tier 1 leveragerratio.
To bewell-capitalized, a banking organization will be required to have at least a 10% total risk-based capital ratio, an 8% Tier 1 risk-based capital ratio, a
6.5% common equity Tier 1 risk-based capital ratio and a5% Tier 1 leverageratio.

Deposit Insurance and Assessments. Centennial Bank’s deposit accounts are insured up to applicable limits by the FDIC’'s Deposit I nsurance Fund
(“DIF"). The Dodd-Frank Act permanently increased the deposit coverage limit to $250,000 per depositor retroactive to January 1, 2008.

The FDIC imposes an assessment against institutions for deposit insurance. This assessment is based primarily on therisk category of the
institution and certain risk adjustments specified by the FDIC, with riskier institutions paying higher assessments. Under the FDIC' srisk-based
assessment system, insured institutions with at least $10 billion in assets are assessed on the basis of a scoring system that combinesthe institution’'s
regulatory ratings and certain financial measures. The scoring system assesses risk measures to produce two scores, a performance score and aloss
severity score, that will be combined and converted to an initial assessment rate. The performance score measures an institution’s financial performance
and its ability to withstand stress. The loss severity score quantifies the relative magnitude of potential lossesto the FDIC in the event of an institution’s
failure. Once the performance and | 0ss severity scores are calculated, these scores will be converted to atotal score. The FDIC has the authority to raise
or lower assessment rates, subject to limits, and to impose special additional assessments.

The FDIC'srestoration program for the DIF adopted in 2010 is designed to bolster the DIF reserveratio to 1.35% by September 30, 2020, as required
by the Dodd-Frank Act. The plan providesthat, at least semi-annually, the FDIC will update itsloss and income projections for the DIF and, if needed,
will increase or decrease assessment rates, following notice-and-comment rulemaking if required. Under the Dodd-Frank Act, insured institutions with
assets of $10 billion or more are required to fund the increase in the designated reserveratio (“DRR") to 1.35%.
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In 2011, the FDIC approved afinal rule implementing changes to the deposit insurance assessment system, as authorized by the Dodd-Frank Act,
which, among other things, changed the assessment base for insured depository institutions from adjusted domestic deposits to the institution’s average
consolidated total assets during an assessment period less average tangible equity capital (Tier 1 capital) during that period. Therule revised the
assessment rate schedul e so that it ranges from 2.5 basis points for the least risky institutions to 45 basis points for the riskiest institutions. The rule also
suspended indefinitely the requirement of the FDIC to pay dividends from the DIF when it reaches 1.5% of insured deposits. In lieu of the dividends, the
FDIC adopted progressively lower assessment rate schedul es when the reserve ratio exceeds 1.15%, 2.0% and 2.5%, respectively. In addition, afinal rule
issued by the FDIC in March 2016 required insured institutions with an assessment base (total assets less tangible capital) of over $10 billion to pay
surcharge insurance assessments at an annual rate of 4.5 basis points of their assessment base, starting the quarter after the DRR surpassed 1.15% and
ending when the DRR reached 1.35%. The 4.5 basis point surcharge will be assessed against each covered institution’s assessment base, less $10 hillion.

The DRR exceeded 1.15% as of June 30, 2016. As aresult, the base deposit insurance rates now range from (i) 1.5 to 30 basis points of an
institution’s assessment base for small banks and (ii) 1.5 to 40 basis points for institutions with an assessment base of over $10 billion, which are al'so
now subject to the 4.5 basis point surcharge. The surcharge continued through October 1, 2018, when the reserve ratio exceeded 1.35%.

In addition, all institutions with depositsinsured by the FDIC must pay assessmentsto fund interest payments on bonds issued by the Financing
Corporation, amixed-ownership government corporation established as a financing vehicle for the Federal Savings & Loan Insurance Corporation. The
assessment rate for the first quarter of fiscal 2018 is 0.46% of assets and is adjusted quarterly. These assessments will continue until the bonds maturein
2019.

Under the Federal Deposit Insurance Act, as amended, the FDIC may terminate deposit insurance upon afinding that the institution has engaged
in unsafe and unsound practices, isin an unsafe or unsound condition to continue operations, or has violated any applicable law, regulation, rule, order
or condition imposed by the FDIC.

Community Reinvestment Act. The Community Reinvestment Act requires, in connection with examinations of financial institutions, that federal
banking regulators evaluate the record of each financial institution in meeting the credit needs of itslocal community, including low and moderate-income
neighborhoods. These facts are also considered in eval uating mergers, acquisitions and applications to open abranch or facility. Failure to adequately
meet these criteria could impose additional requirements and limitations on our bank subsidiary. Additionally, we must publicly disclose the terms of
various Community Reinvestment A ct-related agreements. Our bank subsidiary received a“ satisfactory” CRA rating from the Federal Reserve Bank
during itslast exam as published in our bank’s CRA Public Evaluation.

Capital Requirements. Our bank subsidiary is also subject to certain restrictions on the payment of dividends as aresult of the requirement that it
maintain adequate levels of capital in accordance with guidelines promulgated from time to time by applicable regulators. The regulating agencies
consider abank’s capital levels when taking action on various types of applications and when conducting supervisory activities related to the safety and
soundness of individual banks and the banking system. The Federal Reserve Bank monitors the capital adequacy of our bank subsidiary by using a
combination of risk-based guidelines and leverage ratios.

The FDIC Improvement Act. The Federal Deposit Insurance Corporation Improvement Act of 1991, or “FDICIA,” made a number of reforms
addressing the safety and soundness of the deposit insurance system, supervision of domestic and foreign depository institutions, and improvement of
accounting standards. This statute also limited deposit insurance coverage, implemented changes in consumer protection laws and provided for | east-
cost resolution and prompt regulatory action with regard to troubled institutions.

FDICIA requires every bank with total assetsin excess of $500 million to have an annual independent audit made of the bank’s financial statements
by an independent public accountant to verify that the financial statements of the bank are presented fairly and in accordance with generally accepted
accounting principles and comply with such other disclosure requirements as prescribed by the FDIC. FDICIA also places certain restrictions on
activities of banks depending on their level of capital.
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The capital classification of abank affects the frequency of examinations of the bank and impacts the ability of the bank to engagein certain
activities and affects the deposit insurance premiums paid by such bank. Under FDICIA, the federal banking regulators are required to conduct a full-
scope, on-site examination of every bank at least once every 12 months.

Brokered Deposits. Under FDICIA, banks may be restricted in their ability to accept brokered deposits, depending on their capital classification.
“Well-capitalized” banks are permitted to accept brokered deposits, but banks that are not well-capitalized are not permitted to accept such deposits. The
FDIC may, on acase-by-case basis, permit banks that are adequately capitalized to accept brokered depositsif the FDIC determines that acceptance of
such deposits would not constitute an unsafe or unsound banking practice with respect to the bank. The EGRRCPA enacted in May 2018 provides that
most reciprocal deposits are no longer treated as brokered deposits.

Federal Home Loan Bank (“ FHLB" ) System. The Federal Home Loan Bank system, of which our bank subsidiary isamember, consists of regional
FHLBs governed and regulated by the Federal Housing Finance Agency, or FHFA. The FHLBs serve asreserve or credit facilities for member institutions
within their assigned regions. They are funded primarily from proceeds derived from the sale of consolidated obligations of the FHLB system. They make
loans (i.e., advances) to members in accordance with policies and procedures established by the FHLB and the boards of directors of each regional FHLB.

As asystem member, our bank subsidiary is entitled to borrow from the FHLB of itsregion and is required to own a certain amount of capital stock
inthe FHLB. Our bank subsidiary isin compliance with the stock ownership rules with respect to such advances, commitments and letters of credit and
home mortgage |oans and similar obligations. All loans, advances and other extensions of credit made by the FHLB to our bank subsidiary are secured by
aportion of itsrespective loan portfolio, certain other investments and the capital stock of the FHLB held by such bank.

Federal Reserve System. Federal Reserve regulations require depository institutions to maintain cash reserves against their transaction accounts
(primarily NOW and demand deposit accounts). A reserve of 3% isto be maintained against aggregate transaction accounts between $16.0 million and
$122.3 million (subject to adjustment by the Federal Reserve) plus areserve of 10% (subject to adjustment by the Federal Reserve between 8% and 14%)
against that portion of total transaction accountsin excess of $122.3 million. Thefirst $16.0 million of otherwise reservable balances (subject to
adjustment by the Federal Reserve) is exempt from the reserve requirements. Our bank subsidiary isin compliance with the foregoing requirements.

Concentrated Commercial Real Estate Lending Regulations. The federal banking agencies, including the FDIC, have promulgated guidance
governing financial institutions with concentrations in commercial real estate lending, which was re-emphasized in December 2015. The guidance
provides that a bank has a concentration in commercial real estate lending if (1) total reported loans for construction, land development and other land
represent 100% or more of total capital or (2) total reported loans secured by multifamily and non-farm residential properties and |oans for construction,
land development and other land represent 300% or more of total capital and the bank’s commercial real estate |oan portfolio has increased 50% or more
during the prior 36 months. Owner occupied |oans are excluded from this second category. If a concentration is present, management must employ
heightened risk management practices that address the following key elements: including 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.

Mortgage Banking Operations. Our bank subsidiary is subject to the rules and regulations of FHA, VA, FNMA, FHLMC and GNMA with respect
to originating, processing, selling and servicing mortgage loans and the issuance and sal e of mortgage-backed securities. Those rules and regulations,
among other things, prohibit discrimination and establish underwriting guidelines which include provisions for inspections and appraisals, require credit
reports on prospective borrowers and fix maximum loan amounts, and, with respect to VA loans, fix maximum interest rates.
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Consumer Financial Protection. Our bank subsidiary is subject to anumber of federal and state consumer protection laws that extensively govern
its relationship with its customers. These laws include the Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Truth in Lending Act, the
Truth in Savings Act, the Electronic Funds Transfer Act, the Expedited Funds Availability Act, the Home Mortgage Disclosure Act, the Fair Housing
Act, the Real Estate Settlement Procedures Act, the Fair Debt Collection Practices Act, the Service Members Civil Relief Act and these laws' respective
state-law counterparts, as well as state usury laws and laws regarding unfair and deceptive acts and practices. These and other federal laws, among other
things, require disclosures of the cost of credit and terms of deposit accounts, provide substantive consumer rights, prohibit discrimination in credit
transactions, regulate the use of credit report information, provide financial privacy protections, prohibit unfair, deceptive and abusive practices, restrict
the bank’s ability to raise interest rates and subject the bank to substantial regulatory oversight. Violations of applicable consumer protection laws can
result in significant potential liability from litigation brought by customers, including actual damages, restitution and attorneys’ fees. Federal bank
regulators, state attorneys general and state and local consumer protection agencies may also seek to enforce consumer protection requirements and
obtain these and other remedies, including regulatory sanctions, customer rescission rights, action by the state and local attorneys general in each
jurisdiction in which our bank subsidiary operates and civil money penalties. Failure to comply with consumer protection requirements may also result in
our bank subsidiary’s failure to obtain any required bank regulatory approval for merger or acquisition transactions the bank may wish to pursue or its
prohibition from engaging in such transactions even if approval is not required.

The Dodd-Frank Act established the CFPB, which has supervisory authority over depository institutions with total assets of $10 billion or greater.
The CFPB focuses its supervision and regulatory efforts on (1) risksto consumers and compliance with the federal consumer financial laws when it
evaluates the policies and practices of afinancial institution; (2) the markets in which firms operate and risks to consumers posed by activitiesin those
markets; (3) depository institutions that offer awide variety of consumer financial products and services; (4) certain depository institutions with amore
specialized focus; and (5) non-depository companies that offer one or more consumer financial products or services.

The CFPB has broad rulemaking authority for awide range of consumer financial laws that apply to all banks, including, among other things, the
authority to prohibit “unfair, deceptive or abusive” acts and practices. Abusive acts or practices are defined as those that materially interfere with a
consumer’s ability to understand aterm or condition of aconsumer financial product or service or take unreasonable advantage of a consumer’s (1) lack
of financial savvy, (2) inability to protect himself in the selection or use of consumer financial products or services or (3) reasonable reliance on a covered
entity to act in the consumer’sinterests. The CFPB can issue cease-and-desist orders against banks and other entities that violate consumer financial
laws. The CFPB may also institute a civil action against an entity in violation of federal consumer financial law in order to impose acivil penalty or
injunction. The CFPB has examination and enforcement authority over al bankswith more than $10 billion in assets, aswell astheir affiliates.

Loansto One Borrower. Our bank subsidiary generally may not make loans or extend credit to asingle or related group of borrowersin excess of
15% of unimpaired capital and surplus. An additional amount may be loaned, up to 10% of unimpaired capital and surplus, if theloan is secured by
readily marketable collateral, which generally does not include real estate. As of December 31, 2018, our bank subsidiary wasin compliance with the
| oans-to-one-borrower limitations.

Prohibitions Against Tying Arrangements. Under Regulation Y, our bank subsidiary is prohibited, subject to some exceptions, from extending
credit to or offering any other service, or fixing or varying the consideration for such extension of credit or service, on the condition that the customer
obtain some additional service from theinstitution or its affiliates or not obtain services of a competitor of the institution.

Restrictions on Transactions with Affiliates. We and our bank subsidiary are subject to Section 23A of the Federal Reserve Act. In general,
Section 23A imposes limits on the amount of transactions between the bank and its affiliates, and also requires certain levels of collateral for loansto
affiliated parties. It also limits the amount of advances to affiliates which are collateralized by the securities or obligations of the bank or its nonbanking
affiliates. An affiliate of abank is generally any company or entity that controls, is controlled by, or is under common control with the bank.

Affiliate transactions are al so subject to Section 23B of the Federal Reserve Act which generally requires that certain other transactions between
the bank and its affiliates be on terms substantially the same, or at |east as favorable to the bank, as those prevailing at that time for comparable
transactions with or involving other non-affiliated persons.
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Sections 22(g) and (h) of the Federal Reserve Act and itsimplementing regulation, Regulation O, also place restrictions on loans by abank to
executive officers, directors, and principal shareholders. Under Section 22(h), loansto adirector, an executive officer and to a greater than 10%
shareholder of abank and certain of their related interests, or insiders, and insiders of affiliates, may not exceed, together with all other outstanding loans
to such person and related interests, the bank’s |oans-to-one-borrower limit. Section 22(h) also requires that loansto insiders and to insiders of affiliates
be made on terms substantially the same as offered in comparabl e transactions to other persons, unless the loans are made pursuant to a benefit or
compensation program that (i) iswidely avail able to employees of the bank and (ii) does not give preference to insiders over other employees of the bank.
In addition, Section 22(h) requires prior board of director’s approval for certain loans, and the aggregate amount of extensions of credit by abank to all
insiders cannot exceed the institution’s unimpaired capital and surplus. Furthermore, Section 22(g) places additional restrictions on loans to executive
officers.

Interchange Fees. Under the Durbin Amendment to the Dodd-Frank Act, the Federal Reserve Board adopted rules establishing standards for
assessing whether the interchange fees that may be charged with respect to certain electronic debit transactions are “ reasonable and proportional” to the
costsincurred by issuers for processing such transactions. Interchange fees, or “swipe” fees, are charges that merchants pay to our bank subsidiary and
other card-issuing banks for processing el ectronic payment transactions. Federal Reserve Board rules applicable to financial institutions that have assets
of $10 billion or more provide that the maximum permissible interchange feeis equal to no more than 21 cents plus 5 basis points of the transaction value
for many types of debit interchange transactions. A debit card issuer may also recover 1 cent per transaction for fraud prevention purposes if the issuer
complieswith certain fraud-rel ated requirements required by the Federal Reserve. In addition, the Federal Reserve has rules governing routing and
exclusivity that require issuers to offer two unaffiliated networks for routing transactions on each debit or prepaid product. We exceeded $10 hillionin
assets during the first quarter of 2017 and became subject to the Durbin Amendment to the Dodd-Frank Act interchange fee restrictions beginning in the
third quarter of 2018. The Durbin Amendment negatively impacted debit card and ATM fees beginning in the second half of 2018. During the third and
fourth quarters of 2018, we collected $6.6 million in debit card interchange fees, which was approximately $5.3 million lower from debit interchange fees of
$11.9 million collected during the third and fourth quarter of 2017.

The Volcker Rule. The Dodd-Frank Act prohibits banks and their affiliates from engaging in proprietary trading and investing in and sponsoring
hedge funds and private equity funds. The statutory provision is commonly called the “Volcker Rule.” In December 2013, federal regulators adopted final
rulesto implement the VVolcker Rule that generally became effective in July 2015. The Volcker Rule also requires covered banking entities, including us
and our bank subsidiary, to implement certain compliance programs, and the complexity and rigor of such programsis determined based on the asset size
and complexity of the business of the covered company. Since neither we nor our bank subsidiary engages in the types of trading or investing covered
by the Volcker Rule, the Volcker Rule does not currently have any effect on our or our bank subsidiary’s operations.

Privacy. Under the Gramm-Leach-Bliley Act, financial institutions are required to disclose their policies for collecting and protecting confidential
information. Customers generally may prevent financial institutions from sharing nonpublic personal financial information with nonaffiliated third parties
except under narrow circumstances, such as the processing of transactions requested by the consumer or when the financial institution isjointly
sponsoring a product or service with anonaffiliated third party. Additionally, financial institutions generally may not disclose consumer account
numbers to any nonaffiliated third party for use in telemarketing, direct mail marketing or other marketing to consumers. We and our subsidiary have
established policies and procedures to assure our compliance with all privacy provisions of the Gramm-Leach-Bliley Act.

We are also subject to various regulatory guidance as updated from time to time and implemented by the Federal Financial Institutions
Examinations Council (the“FFIEC"), an interagency body of the FDIC, the OCC, the Federal Reserve, the National Credit Union Administration and
various state regulatory authorities. The FFIEC has provided guidance in areas such as data privacy, disaster recovery, information security, and third-
party vendor management to identify potential risks related to our servicesthat could adversely affect our customers. In addition, lawmakers, regulators
and the public are increasingly focused on the use of personal information and efforts to strengthen data protection, information security and consumer
and personal privacy. The law in these areas continues to devel op, and we expect regulation in these areas to continue to increase.
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Anti-Terrorism and Anti-Money Laundering Legislation. Our bank subsidiary is subject to the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA PATRIOT Act”), the Bank Secrecy Act (“BSA”) and rules and
regulations of the Office of Foreign Assets Control (the “OFAC”). These statutes and related rules and regul ations i mpose requirements and limitations
on specific financial transactions and account rel ationships intended to guard against money laundering, terrorism financing and transactions with
designated foreign countries, nationals and others on whom the United States has imposed economic sanctions. Failure of afinancial institution to
maintain and implement adequate programs to combat money |aundering and terrorist financing, or to comply with all of the relevant laws or regulations,
could have serious legal and reputational consequences for the institution, including causing applicable bank regul atory authorities not to approve
merger or acquisition transactions when regulatory approval is required or to prohibit such transactions even if approval is not required.

As part of our bank subsidiary’s anti-money laundering (“AML") program, we are required to designate a BSA officer, maintain aBSA/AML
training program, maintain internal controlsto effectuate the BSA/AML program, implement independent testing of the BSA/AML program, and as of
February 1, 2019, comply with the Financial Crimes Enforcement Network’s new “ Customer Due Diligence for Financia Institutions Rule” (the “CDD
Rule"). The CDD Rule adds a new requirement for our bank subsidiary to identify and verify the identity of natural persons (“beneficial owners”) of legal
entity customers who own, control and profit from companies when those companies open accounts. The CDD Rule requires covered financial
institutions to establish and maintain written policies and procedures that are reasonably designed to (1) identify and verify the identity of customers;

(2) identify and verify the identity of the beneficial owners of companies opening accounts; (3) understand the nature and purpose of customer
relationships to devel op customer risk profiles; and (4) conduct ongoing monitoring to identify and report suspicious transactions and, on arisk basis, to
maintain and update customer information. With respect to the new requirement to obtain beneficial ownership information, financial institutionswill
have to identify and verify the identity of any individuals who own 25 percent or more of alegal entity, and an individual who controlsthe legal entity.

Incentive Compensation. The Dodd-Frank Act requires the federal bank regulators and the Securities and Exchange Commission (the “ SEC”) to
establish joint regulations or guidelines prohibiting incentive-based payment arrangements at specified regul ated entities having at least $1 billion in total
assets that encourage inappropriate risks by providing an executive officer, employee, director or principal shareholder with excessive compensation,
fees, or benefits or that could lead to material financial lossto the entity. In addition, these regulators must establish regulations or guidelines requiring
enhanced disclosure to regulators of incentive-based compensation arrangements.

In June 2010, the Federal Reserve and FDIC issued comprehensive final guidance on incentive compensation policies intended to ensure that the
incentive compensation policies of banking organizations do not undermine the safety and soundness of such organizations by encouraging excessive
risk-taking. The guidance, which covers all employees that have the ability to materially affect the risk profile of an organization, either individually or as
part of agroup, isbased upon the key principles that a banking organization’s incentive compensation arrangements should (1) provide incentives that
appropriately balance risk and financial resultsin a manner that does not encourage employees to expose their organizations to imprudent risk, (2) be
compatible with effective internal controls and risk management and (3) be supported by strong corporate governance, including active and effective
oversight by the organization’s board of directors.

In May 2016, the Federal Reserve, other federal banking agencies and the SEC jointly published arevised version of proposed rulemaking initially
issued in April 2011 designed to implement the provisions of the Dodd-Frank Act prohibiting incentive compensation arrangements that encourage
inappropriate risk taking at a covered institution, which includes a bank or bank holding company with $1 billion or more of assets, such as the Company
and our bank subsidiary. The proposed joint compensation regulations would require compensation practices consistent with the three principles
discussed above. As of February 1, 2019, these regulations have not been finalized. Unless and until afinal ruleis adopted, we cannot fully determine
whether compliance with such arulewill adversely affect the Company’s or our bank subsidiary’s ability to hire, retain and motivate our key employees.

The Federal Reserve Board reviews, as part of the regular, risk-focused examination process, the incentive compensation arrangements of banking
organizations, such as the Company, that are not “large, complex banking organizations.” These reviews are tailored to each organization based on the
scope and complexity of the organization’s activities and the preval ence of incentive compensation arrangements. The findings of this supervisory
initiative will be included in reports of examination. Deficiencieswill be incorporated into the organization’s
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supervisory ratings, which can affect the organization’s ability to make acquisitions and take other actions. Enforcement actions may be taken against a
banking organization if itsincentive compensation arrangements, or related risk-management control or governance processes, pose arisk to the
organization's saf ety and soundness and the organization is not taking prompt and effective measures to correct the deficiencies.

Proposed L egislation and Regulatory Action

From time to time, various legislative and regulatory initiatives are introduced in Congress and state legislatures, as well as by regulatory agencies.
Such initiatives may include proposals to expand or contract the powers of bank holding companies and depository institutions or proposals to
substantially change the financial institution regulatory system. Such legislation could change banking statutes and the operating environment for us
and our bank subsidiary in substantial and unpredictable ways. If enacted, such legislation could increase or decrease the cost of doing business, limit or
expand permissible activities or affect the competitive balance among banks, savings associations, credit unions, and other financial institutions. We
cannot predict whether or in what form any proposed regulation or statute will be adopted or the extent to which our business may be affected by any
new regulation or statute.

Effect of Governmental Monetary Polices

Our earnings are affected by domestic economic conditions and the monetary and fiscal policies of the United States government and its agencies.
The Federal Reserve Board's monetary policies have had, and are likely to continue to have, an important impact on the operating results of commercial
banks through its power to implement national monetary policy in order, among other things, to curb inflation or combat arecession. The monetary
policies of the Federal Reserve Board affect the levels of bank loans, investments and deposits through its control over the issuance of United States
government securities, its regulation of the discount rate applicable to banks and its influence over reserve requirements to which banks are subject. We
cannot predict the nature or impact of future changesin monetary and fiscal policies.

AVAILABLE INFORMATION

We are subject to the information requirements of the Securities Exchange Act of 1934. Accordingly, we file annual, quarterly and current reports,
proxy statements and other information with the SEC. In addition, we maintain awebsite at http://www.homebancshares.com. We make available on our
website copies of our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any amendments to such
documents as soon as practicable after we electronically file such materials with or furnish such documentsto the SEC.

Item 1A. RISK FACTORS

Our business exposes us to certain risks. Risks and uncertainties that management is not aware of or focused on may also adversely affect our
business and operation. The following is a discussion of the most significant risks and uncertainties that may affect our business, financial condition and
future results.

Risks Related to Our Industry

We are subject to extensive regulation that could limit or restrict our activities and impose financial requirements or limitations on the conduct of
our business, and changesin thelaws and regulations to which we are subject could adversely affect our profitability.

We and our bank subsidiary are subject to extensive federal and state regulation and supervision. As aregistered bank holding company, we are
primarily regulated by the Federal Reserve Board. Our bank subsidiary is also primarily regulated by the Federal Reserve Board and the Arkansas State
Bank Department.
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Banking industry regulations are primarily intended to protect depositors’ funds, federal deposit insurance funds and the banking system asa
whole, not security holders. Complying with such regulationsis costly and may limit our growth and restrict certain of our activities, including payment
of dividends, mergers and acquisitions, investments, loans and interest rates charged, interest rates paid on deposits and locations of offices. We are
also subject to capital requirements by our regulators. Violations of various laws, even if unintentional, may result in significant fines or other penalties,
including restrictions on branching or bank acquisitions.

Congress and federal regulatory agencies continually review banking laws, regul ations and policies for possible changes. The Dodd-Frank Act
instituted major changes to the banking and financial institutions regulatory regimesin light of the performance of and government intervention in the
financial services sector during the recession of the last decade. The act requires the issuance of a substantial number of new regulations by federal
regulatory agencies which will affect financial institutions, some of which have yet to be issued or implemented.

While Congress and President Trump have recently enacted legislation designed to reduce certain regulatory burdens on community and regional
financial institutions resulting from the Dodd-Frank Act, we cannot assure that future legislation will not significantly increase our compliance or
operating costs or otherwise have a significant impact on our business. Certain provisions of the Dodd-Frank Act and regulations promulgated under the
act may continue to be implemented, and there could be additional new federal or state laws, regulations and policies regarding lending and funding
practices and liquidity standards. Additionally, financial institution regul atory agencies have intensified their response to concerns and trends identified
in examinations, including through the issuance of formal enforcement actions. Negative developmentsin the financial servicesindustry or other new
|egislation or regulations could adversely impact our operations and our financial performance by subjecting us to additional costs, restricting our
business operations, including our ability to originate or sell loans, and/or increasing the ability of non-banks to offer competing financial services.

Asregulation of the banking industry continues to evolve, we expect the costs of compliance to continue to increase and, thus, to affect our ability
to operate profitably. In addition, industry, legislative or regul atory developments may cause us to materially change our existing strategic direction,
capital strategies, compensation or operating plans. If these devel opments negatively impact our ability to implement our business strategies, it may have
amaterial adverse effect on our results of operations and future prospects.

We are subject to heightened regulatory requirements as our total assets exceed $10 billion.

Because our total assets exceeded $10 billion for thefirst time during 2017, we and our bank subsidiary became subject to increased regulatory
requirementsin 2018. The Dodd-Frank Act and itsimplementing regulations impose various additional requirements on bank holding companieswith
$10 billion or more in total assets. In addition, banks with $10 billion or morein total assets are primarily examined by the CFPB with respect to various
federal consumer financial protection laws and regulations. Previously, our bank subsidiary has been subject to regulations adopted by the CFPB, but the
Federal Reserve was primarily responsible for examining our bank subsidiary’ s compliance with consumer protection laws and those CFPB regulations.
Asarelatively new agency with evolving regulations and practices, there is some uncertainty as to how the CFPB’s examination and regulatory authority
might impact our business. Further, the possibility of future changesin the authority of the CFPB by Congress or the Trump Administration is uncertain,
and we cannot ascertain the impact, if any, changes to the CFPB may have on our business.

With respect to deposit-taking activities, banks with assetsin excess of $10 billion are subject to two changes. First, these institutions are subject
to adeposit assessment based on a new scorecard issued by the FDIC. This scorecard considers, among other things, the bank’s CAMEL Srating,
results of asset-related stress testing and funding-related stress, aswell as our use of core deposits, among other things. Depending on the results of the
bank’s performance under that scorecard, the total base assessment rate is between 1.5 to 40 basis points. Any increase in our bank subsidiary’s deposit
insurance assessments may result in an increased expense related to our use of deposits as afunding source. Additionally, banks with over $10 billionin
total assets are no longer exempt from the requirements of the Federal Reserve's rules on interchange transaction fees for debit cards. This meansthat, as
of July 1, 2018, our bank subsidiary is now limited to receiving only a“reasonable” interchange transaction fee for any debit card transactions processed
using debit cardsissued by our bank subsidiary to our customers. The Federal Reserve has
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determined that it is unreasonable for abank with more than $10 billion in total assets to receive more than $0.21 plus 5 basis points of the transaction
plus a$0.01 fraud adjustment for an interchange transaction fee for debit card transactions. This reduction in the amount of interchange fees we receive
for electronic debit interchange will reduce our revenues. During the third and fourth quarters of 2018, we collected $6.6 million in debit card interchange
fees, which was approximately $5.3 million lower from debit interchange fees of $11.9 million collected during the third and fourth quarter of 2017.

In anticipation of becoming subject to the heightened regulatory requirements, we hired additional compliance personnel and implemented
structural initiatives to address these requirements. While some of these requirements, such as annual stress testing, were eliminated by the reforms
enacted in May 2018, compliance with the remaining requirements may necessitate that we hire additional compliance or other personnel, design and
implement additional internal controls, or incur other significant expenses, any of which could have amaterial adverse effect on our business, financial
condition or results of operations. Our regulators may also consider our compliance with these regulatory requirements when examining our operations
generally or considering any request for regul atory approval we may make, even requests for approvals on unrelated matters.

Difficult market and economic conditions may adversely affect our industry and our business.

The financial crisis and the resulting economic downturn in the latter years of the last decade had a significant adverse impact on the banking
industry, and particularly community banks. Dramatic declinesin the housing market, with falling home prices and increased delinquencies and
foreclosures, negatively impacted the credit performance of mortgage and construction loans and resulted in significant write-downs of assets by many
financial institutions. Reduced availability of commercial credit and sustained higher unemployment negatively impacted the credit performance of
commercial and consumer credit, resulting in additional write-downs. As aresult of these market conditions and the raising of credit standards, our
industry experienced commercial and consumer deficiencies, low customer confidence, market volatility and generally sluggish business activity.

Although economic conditions nationally and locally in our market areas have improved in recent years and were generally strong during 2018, we
cannot be certain that the recent favorable economic conditions will continue. Certain economic indicators, such as real estate asset values, rents and
unemployment, may vary between geographic markets and may lag behind the overall economy. These economic indicatorstypically affect certain
industries, such asreal estate and financial services, more significantly than other economic sectors. If the positive movement in these economic
indicatorsin our market areas subsides or conditions once again worsen, the adverse effects of an economic downturn on us, our customers and the
other financial institutionsin our market may result in increased foreclosures, delinquencies and customer bankruptcies as well as more restricted access
to funds. Any such negative events may have an adverse effect on our business, financial condition, results of operations and stock price.
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Our FDIC insurance premiums and assessments could increase and result in higher noninterest expense.

Our bank subsidiary’s deposits are insured by the FDIC up to legal limits, and accordingly, we are subject to FDIC deposit insurance assessments.
Asour bank subsidiary has exceeded $10 billion in assets, the method for calculating its FDIC assessments has changed and our FDIC assessments have
increased as aresult. See“Item 1. Business—Supervision and Regulation—Deposit Insurance and Assessments.” In addition, the FDIC increased the
deposit insurance fund’ s target reserveratio to 2.0% of insured deposits following the Dodd-Frank Act’s elimination of the 1.5% cap on the insurance
fund’'sreserveratio and put in place arestoration plan to restore the deposit insurance fund to its 1.35% minimum reserve ratio mandated by the Dodd-
Frank Act by September 30, 2020. In March 2016, the FDIC approved afinal rule to meet this requirement by 2018. To meet the minimum reserve ratio by
2018, during the third calendar quarter of 2016 the FDIC began assessing banks with consolidated assets of more than $10.0 billion a surcharge
assessment of 0.045%. The surcharge continued through October 1, 2018, when the reserveratio first reached 1.35%.

We are generally unable to control the amount and timetable for payment of premiums that we are required to pay for FDIC insurance. Thereisno
guarantee that our assessment rate will not increasein the future. Additionally, if there is another increase in bank or financial institution failures or there
isafuture need to further strengthen the DIF reserve ratio, the FDIC may further revise the assessment rates or the risk-based assessment system. Such
changes may require usto pay higher FDIC premiums than our current levels, or the FDIC may charge additional special assessments, either of which
would increase our noninterest expense.

Our profitability is vulnerableto interest rate fluctuations and monetary policy.

Most of our assets and liabilities are monetary in nature, and thus subject us to significant risks from changesin interest rates. Consequently, our
results of operations can be significantly affected by changesin interest rates and our ability to manage interest rate risk. Changes in market interest
rates, or changesin the relationships between short-term and long-term market interest rates, or changes in the relationship between different interest rate
indices can affect the interest rates charged on interest-earning assets differently than the interest paid on interest-bearing liabilities. This difference
could result in an increase in interest expense relative to interest income or adecrease in interest rate spread. In addition to affecting our profitability,
changesin interest rates can impact the valuation of our assets and liabilities. Changesin interest rates can also affect our business and profitability in
numerous other ways. For example, increasesin interest rates can have a negative impact on our results of operations by reducing loan demand and the
ability of borrowersto repay their current obligations, while decreases in interest rates may affect loan prepayments.

As of December 31, 2018, our one-year ratio of interest-rate-sensitive assets to interest-rate-sensitive liabilities was 102.4% and our cumulative
repricing gap position was 1.2% of total earning assets, resulting in alimited impact on earnings for various interest rate change scenarios. Floating rate
loans made up 48.3% of our $11.07 billion total loan portfolio. A loan is considered fixed rateif theloanis currently at its adjustable floor or ceiling. In
addition, 56.0% of our loans receivable and 81.2% of our time deposits at December 31, 2018, were scheduled to reprice within 12 months and our other
rate sensitive asset and rate sensitive liabilities composition is subject to change. Asaresult, our interest rate sensitivity profile was asset sensitive as of
December 31, 2018, meaning that we estimate our net interest income would increase more from rising interest rates than from falling interest rates.
Significant composition changes in our rate sensitive assets or liabilities could result in amore unbalanced position and interest rate changes would have
more of an impact on our earnings.
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Our results of operations are also affected by the monetary policies of the Federal Reserve Board. Actions by the Federal Reserve Board involving
monetary policies could have an adverse effect on our deposit levels, loan demand or business and earnings.

Uncertainty relating to the LIBOR cal culation process and potential phasing out of LIBOR may adversely affect our results of operations.

On July 27, 2017, the Chief Executive of the United Kingdom Financial Conduct Authority, which regulates LIBOR, announced that it intends to
stop persuading or compelling banks to submit rates for the calibration of LIBOR to the administrator of LIBOR after 2021. The announcement indicates
that the continuation of LIBOR on the current basis cannot and will not be guaranteed after 2021. It isimpossible to predict whether and to what extent
banks will continue to provide LIBOR submissions to the administrator of LIBOR or whether any additional reformsto LIBOR may be enacted in the
United Kingdom or elsewhere. At thistime, no consensus exists as to what rate or rates may become acceptable alternativesto LIBOR and it isimpossible
to predict the effect of any such alternatives on the value of LIBOR-based securities and variable rate |oans, subordinated debentures, or other securities
or financial arrangements, given LIBOR'srole in determining market interest rates globally. Uncertainty asto the nature of alternative reference rates and
asto potential changes or other reformsto LIBOR may adversely affect LIBOR rates and the value of LIBOR-based |oans and securitiesin our portfolio
and may impact the availability and cost of hedging instruments and borrowings. If LIBOR rates are no longer available, and we are required to implement
substitute indices for the calculation of interest rates under our |oan agreements with our borrowers, we may incur significant expenses in effecting the
transition, and may be subject to disputes or litigation with customers over the appropriateness or comparability to LIBOR of the substitute indices,
which could have an adverse effect on our results of operations.
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Risks Related to Our Business

Our decisionsregarding credit risk could beinaccurate and our allowance for loan losses may be inadequate, which would materially and adversely
affect us.

Management makes various assumptions and judgments about the collectability of our loan portfolio, including the creditworthiness of our
borrowers and the value of the real estate and other assets serving as collateral for the repayment of our secured |oans. We endeavor to maintain an
allowance for loan losses that we consider adequate to absorb future losses that may occur in our loan portfolio. As of December 31, 2018, our allowance
for loan losses was approximately $108.8 million, or 0.98% of our total loans. In determining the size of the allowance, we analyze our |oan portfolio based
on our historical loss experience, volume and classification of loans, volume and trends in delinquencies and non-accruas, national and local economic
conditions, and other pertinent information.

If our assumptions are incorrect, our current allowance may be insufficient to absorb future loan losses, and increased |oan |oss reserves may be
needed to respond to different economic conditions or adverse developmentsin our loan portfolio. When there is an economic downturn, it is more
difficult for usto estimate the losses that we will experiencein our loan portfolio. In addition, federal and state regulators periodically review our
allowance for loan losses and may require usto increase our allowance for loan losses or recognize further loan charge-offs based on judgments different
than those of our management. Any increase in our allowance for loan losses or loan charge-offs could have a negative effect on our operating results.

Our high concentration of real estate loans and especially commercial real estate loans exposes usto increased lending risk.

Asof December 31, 2018, 81.0% of our total loan portfolio was comprised of loans with real estate asaprimary or secondary component of
collateral. Thisincludes commercial real estate loans (excluding construction/land development) of $4.88 hillion, or 44.1% of total loans, construction/land
development loans of $1.55 billion, or 14.0% of total loans, and residential real estate |oans of $2.54 hillion, or 22.9% of total loans. Thishigh
concentration of real estate loans could subject usto increased credit risk in the event of adecreasein real estate valuesin our markets, areal estate
recession or anatural disaster. Also, in any such event, our ability to recover on defaulted loans by foreclosing and selling real estate collateral would be
diminished, and we would be more likely to suffer losses on defaulted |oans.

In addition to the risks associated with the high concentration of real estate-secured loans, the commercial real estate and construction/land
development loans, which comprised 58.1% of our total loan portfolio as of December 31, 2018, expose usto agreater risk of loss than our residential real
estate loans, which comprised 22.9% of our total loan portfolio as of December 31, 2018. Commercial real estate and land development loans typically
involve larger loan balances to single borrowers or groups of related borrowers compared to residential loans. Consequently, an adverse development
with respect to one commercial loan or one credit relationship exposes us to asignificantly greater risk of loss compared to an adverse development with
respect to one residential mortgage loan.

The repayment of loans secured by commercial real estate istypically dependent upon the successful operation of the related real estate or
commercial project. If the cash flows from the project are reduced, a borrower’s ability to repay the loan may be impaired. This cash flow shortage may
result in the failure to make loan payments. In such cases, we may be compelled to modify the terms of the loan, or in the most extreme cases, we may
have to foreclose.

If adeclinein economic conditions or other issues cause difficulties for our borrowers of these types of loans, if wefail to evaluate the credit of
these loans accurately when we underwrite them or if we do not continue to adequately monitor the performance of these loans, our lending portfolio
could experience delinquencies, defaults and credit losses that could have a material adverse effect on our business, financial condition or results of
operations.
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Our geographic concentration of banking activities and loan portfolio makes us more vulnerable to adverse conditionsin our local markets.

Our bank subsidiary operates through branch locations in Arkansas, Florida, Alabamaand New Y ork City and loan production officesin Los
Angeles, California, Chesapeake, Virginiaand Dallas, Texas. However, approximately 88.9% of our total loans and 91.2% of our real estate loans as of
December 31, 2018, are to borrowers whose collateral islocated in Arkansas, Florida, Alabamaand New Y ork, the states in which the Company hasits
branch locations. An adverse development with respect to the market conditions of any of these specific market areas or adecreasein real estate values
in those market areas could expose usto agreater risk of loss than a portfolio that is spread among alarger geographic base.

Depressed local economic and housing markets have led to loan losses and reduced earningsin the past and could |ead to additional loan losses and
reduced earnings.

During the latter years of the last decade, our Florida markets experienced a dramatic reduction in housing and real estate values, coupled with
significantly higher unemployment. These conditions contributed to increased non-performing loans and reduced asset quality during thistime period.
While market conditionsin our Florida markets have improved in recent years leading to resulting improvementsin our non-performing loans and asset
quality, any similar future economic downturn or deteriorationin real estate values could cause us to incur additional lossesrelating to
increased non-performing loans. We do not record interest income on non-accrual loans or other real estate owned, thereby adversely affecting our
income and our loan administration costs. When we take collateral in foreclosures and similar proceedings, we are required to mark the related loan to the
then-fair market value of the collateral, which may result in aloss. These loans and other real estate owned also increase our risk profile and the capital
our regulators believeis appropriate in light of such risks. In addition, the resolution of non-performing assets requires significant commitments of time
from management and our directors, which can be detrimental to the performance of their other responsibilities. These factors, individually or in the
aggregate, could have an adverse effect on our financial condition and results of operations.

Additionally, our success significantly depends upon the growth in population, income levels, deposits and housing startsin our markets. If the
communitiesin which we operate do not grow or if prevailing economic conditions deteriorate locally or nationally, our business may be adversely
affected. We areless able than alarger institution to spread the risks of unfavorable local economic conditions across alarge number of diversified
economies. Moreover, we cannot give any assurance we will benefit from any market growth or favorable economic conditionsin our primary market
areasif they do occur.

If the value of real estatein our Florida markets were to once again deteriorate, a significant portion of our loansin our Florida market could
become under-collateralized, which could have a material adverse effect on us.

As of December 31, 2018, loansin the Florida market totaled $5.15 billion, or 46.5% of our |oans receivable. Of the Floridaloans, approximately
88.6% were secured by real estate. In prior years, the difficult local economic conditions have adversely affected the values of our real estate collateral in
Florida, and they could do so again if the markets were to once again deterioratein the future. Thereal estate collateral in each case provides an alternate
source of repayment on our loansin the event of default by the borrower but may deteriorate in value during the time credit is extended. If we are required
to liquidate the collateral securing aloan to satisfy the debt during a period of reduced real estate values, our earnings and capital could be adversely
affected.

Because we have a concentration of exposure to a number of individual borrowers, a significant loss on any of those loans could materially and
adversely affect us.

We have a concentration of exposure to anumber of individual borrowers. Under applicable law, our bank subsidiary is generally permitted to make
|oans to one borrowing relationship up to 20% of its Tier 1 capital plusthe allowance for loan losses. As of December 31, 2018, the legal lending limit of
our bank subsidiary for secured loans was approximately $352.7 million. Our board of directors has established an in-house lending limit of $20.0 million to
any one borrowing relationship without obtaining the approval of both our Chairman, John W. Allison, and our director Richard H. Ashley. As of
December 31, 2018, we had atotal of $4.35 hillion, or 39.3% of our total loans, committed to the aggregate group of borrowers whose total debt exceeds
the established in-house lending limit of $20.0 million.
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Our cost of funds may increase as a result of general economic conditions, interest rates and competitive pressures.

Our cost of funds may increase as aresult of general economic conditions, interest rates and competitive pressures. We have traditionally obtained
funds principally through local deposits, and we have a base of lower cost transaction deposits. Generally, we believe local deposits are amore stable
source of funds than other borrowings because interest rates paid for local deposits are typically lower than interest rates charged for borrowings from
other institutional lenders. In addition, local deposits reflect a mix of transaction and time deposits, whereas brokered deposits typically are less stable
time deposits, which may need to be replaced with higher cost funds. Our costs of funds and our profitability and liquidity arelikely to be adversely
affected if and to the extent we must rely upon higher cost borrowings from other institutional lenders or brokersto fund loan demand or liquidity needs,
and changes in our deposit mix and growth could adversely affect our profitability and the ability to expand our loan portfolio.

Theloss of key officers may materially and adversely affect us.

Our success depends significantly on our Chairman, John W. Allison, and our executive officers, especially C. Randall Sims, Brian S. Davis, J.
Stephen Tipton and Kevin D. Hester plus Centennial Bank Chief Executive Officer and President, Tracy M. French, and our regional Centennia Bank
presidents. Centennial Bank, in particular, relies heavily on its management team’s relationshipsin itslocal communities to generate business. The loss of
services from amember of our current management team may materially and adversely affect our business, financial condition, results of operations and
future prospects.

The value of securitiesin our investment portfolio may declinein the future.

As of December 31, 2018, we owned $1.98 billion of investment securities. The fair value of our investment securities may be adversely affected by
market conditions, including changesin interest rates, and the occurrence of any events adversely affecting the issuer of particular securitiesin our
investments portfolio. We analyze our securities on aquarterly basisto determineif an other-than-temporary impairment has occurred. The process for
determining whether impairment is other-than-temporary usually requires complex, subjective judgments about the future financial performance of the
issuer in order to assess the probability of receiving all contractual principal and interest payments on the security. Because of changing economic and
market conditions affecting issuers, we may be required to recognize other-than-temporary impairment in future periods, which could have amaterial
adverse effect on our business, financial condition or results of operations.

Our recent results do not indicate our future results and may not provide guidance to assess the risk of an investment in our common stock.

We are unlikely to sustain our historical rate of growth and may not even be able to expand our business at all. Further, our recent growth may
distort some of our historical financial ratios and statistics. Various factors, such as economic conditions, regulatory and legislative considerations and
competition, may also impede or prohibit our ability to expand our market presence. If we are not able to successfully grow our business, our financial
condition and results of operations could be adversely affected.

We may not be able to raise the additional capital we need to grow and, asaresult, our ability to expand our operations could be materially
impaired.

Federal and state regulatory authorities require us and our bank subsidiary to maintain adequate levels of capital to support our operations. While
we believe that our existing capital (which well exceeds the federal and state capital requirements) will be sufficient to support our current operations,
anticipated expansion and potential acquisitions, factors such as faster than anticipated growth, reduced earnings levels, operating losses, changesin
economic conditions, revisionsin regulatory requirements, or additional acquisition opportunities may lead us to seek additional capital.

Our ability to raise additional capital, if needed, will depend on our financial performance and on conditionsin the capital markets at that time,
which are outside our control. If we need additional capital but cannot raise it on terms acceptabl e to us, our ability to expand our operations could be
materially impaired, our business, financial condition, results of operations and prospects may be adversely affected, and our stock price may decline.

34



Tableof Contents

Our growth and expansion strategy may not be successful, and our market value and profitability may suffer.

Growth through the acquisition of banks, including FDIC-assisted transactions, and de novo branching represent important components of our
business strategy. Acquisitions are subject to regulatory approval, and we cannot assure that we will be able to obtain approval for a proposed
acquisition in atimely manner or at all. Any future acquisitions we might make will also be accompanied by other risks commonly encountered in
acquisitions. Theserisksinclude, among other things:

»  credit risk associated with the acquired bank’s loans and investments;

+ theuse of inaccurate estimates and judgments to evaluate credit, operations, management and market risks with respect to the target
institution or assets;

+ thepotentia exposure to unknown or contingent liabilities related to the acquisition;
+ thetime and expense required to integrate an acquisition;

+ theeffectiveness of integrating operations, personnel and customers;

*  risksof impairment to goodwill or other than temporary impairment; and

+ potential disruption of our ongoing business.

We expect that competition for suitable acquisition candidates may be significant. We may compete with other banks or financial service
companies with similar acquisition strategies, many of which are larger and have greater financial and other resources. We cannot assure you that we will
be able to successfully identify and acquire suitable acquisition targets on acceptable terms and conditions.

We may continue to have opportunities from time to time to acquire the assets and liabilities of failed banksin FDIC-assisted transactions. These
acquisitionsinvolve risks similar to acquiring existing banks even though the FDIC might provide assistance to mitigate certain risks such as sharing in
exposure to loan losses and providing indemnification against certain liabilities of the failed institution. However, because these acquisitions are
structured in amanner that would not allow us the time normally associated with preparing for integration of an acquired institution, we may face
additional risksin FDIC-assisted transactions. These risksinclude, among other things, the loss of customers, strain on management resources related to
collection and management of problem loans and problems related to integration of personnel and operating systems.

In addition to the acquisition of existing financial institutions, as opportunities arise, we may grow through de novo branching. De novo branching,
and any acquisition carry with them numerous risks, including the following:

+ theinability to obtain all required regulatory approvals;
+ thesignificant upfront costs and anticipated operating losses associated with establishing a de novo branch or anew bank;
+ theinability to secure the services of qualified senior management;

+ thelocal market receptivity for branches established or banks acquired outside of those markets in which we currently maintain amaterial
presence;

+ thelocal economic conditions within the market to be served by the de novo branch or new bank;
+ theinability to obtain attractive locations within anew market at areasonable cost; and

+ theadditional strain on management resources and internal systems and controls.

35



Tableof Contents

We cannot assure that we will be successful in overcoming these risks or any other problems encountered in connection with acquisitions
(including FDIC-assisted transactions) and de novo branching. Our inability to overcome these risks could have an adverse effect on our ability to
achieve our business strategy and maintain our market value and profitability.

I f we acquire additional banksin the future, there may be undiscovered risks or losses associated with such acquisitions which would have a
negative impact upon our futureincome.

Our growth strategy includes strategic acquisitions of banks. We have acquired 22 banks since we started our first subsidiary bank in 1999,
including atotal of 17 banks since 2010. We will continue to consider future strategic acquisitions, with a primary focus on Arkansas, Florida, South
Alabama and other nearby markets. In most cases, our acquisition of abank includes the acquisition of all or asubstantial portion of the target bank’s
assets and liabilities, including all or asubstantial portion of itsloan portfolio. There may be instances when we, under our normal operating procedures,
may find after the acquisition that there may be additional losses or undisclosed liabilities with respect to the assets and liabilities of the target bank, and,
with respect to itsloan portfolio, that the ability of aborrower to repay aloan may have become impaired, the quality of the value of the collateral
securing aloan may fall below our standards, or our determination of the fair value of any such loan may be inadequate. One or more of these factors
might cause usto have additional losses or liabilities, additional loan charge-offs, or increasesin allowances for loan losses, which would have a negative
impact upon our financial condition and results of operations.

Changesin national and local economic conditions could lead to higher loan charge-offsin connection with our acquisitions.

In connection with our acquisitions since 2010, we have acquired a significant portfolio of loans. Although we marked down the loan portfolios we
have acquired, there is no assurance that the non-impaired loans we acquired will not become impaired or that the impaired loanswill not suffer further
deterioration in value resulting in additional charge-offsto the acquired loan portfolio. Fluctuationsin national, regional and local economic conditions,
including those related to local residential and commercial real estate and construction markets, may increase the level of charge-offs we make to our loan
portfolio, and, may consequently, reduce our net income. Such fluctuations may also increase the level of charge-offs on the loan portfolios we have
acquired in the acquisitions and correspondingly reduce our net income. These fluctuations are not predictable, cannot be controlled and may have a
material adverseimpact on our operations and financial condition even if other favorable events occur.

I f the goodwill that we record in connection with a business acquisition becomesimpaired, it could require chargesto earnings.

When we acquire a business, a portion of the purchase price of the acquisition is generally allocated to goodwill and other identifiable intangible
assets. The amount of the purchase price that is allocated to goodwill and other intangible assetsis determined by the excess of the purchase price over
the net identifiable assets acquired. At December 31, 2018, our goodwill and other identifiable intangible assets were $1.00 billion. Under current
accounting standards, if we determine goodwill or intangible assets are impaired because, for example, the acquired business does not meet projected
revenue targets or certain key employees|eave, we are required to write down the carrying value of these assets. We conduct areview at least annually
to determine whether goodwill isimpaired. Our annual goodwill impairment eval uation performed during the fourth quarter of 2018 indicated no
impairment of goodwill for our reporting segments. We cannot provide assurance, however, that we will not be required to take an impairment chargein
the future. Any impairment charge would have an adverse effect on our shareholders’ equity and financial results and could cause adeclinein our stock
price.

Any future acquisitions may cause us to modify our disclosure controls and procedures, which may not result in the material information that we are
required to disclosein our SEC reports being recorded, processed, summarized, and reported timely.

Our management is responsible for establishing and maintaining effective disclosure controls and procedures that are designed to cause the
material information that we are required to disclose in reports that we file or submit under the Exchange Act to be recorded, processed, summarized, and
reported to the extent applicable within the time periods required by the SEC's rules and forms. As aresult of an acquisition, we may implement changes
to processes,
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information technology systems and other components of internal control over financial reporting as part of our integration activities. Notwithstanding
any changes to our disclosure controls and procedures resulting from our evaluation of the same after the acquisition, our control systems, no matter
how well designed and operated, may not result in the material information that we are required to disclose in our SEC reports being recorded, processed,
summarized, and reported within required time periods. Because of theinherent limitationsin all control systems, no evaluation of controls can provide
absolute assurance that all control issues and instances of fraud, if any, within our company have been detected. If, asaresult of an acquisition or
otherwise, we are unable to achieve and maintain effective disclosure controls and procedures and internal control over financial reporting, investors and
customers may lose confidence in the accuracy and compl eteness of our financial reports, we may suffer adverse regulatory consegquences or violate
listing standards, and the market price of our common stock could decline.

Competition from other financial institutions and financial service providers may adversely affect our profitability.

We face substantial competition in all phases of our operations from a variety of different competitors. We experience strong competition, not only
from commercial banks, savings and loan associations and credit unions, but also from mortgage banking firms, consumer finance companies, securities
brokerage firms, insurance companies, money market funds and other financial services providers operating in or near our market areas. We compete with
these institutions both in attracting deposits and in making loans.

Many of our competitors are much larger national and regional financial institutions. We may face a competitive disadvantage against them as a
result of our smaller size and resources and our lack of geographic diversification. Dueto their size, larger competitors can achieve economies of scale
and may offer a broader range of products and services or more attractive pricing than us. If we are unable to offer competitive products and services, our
business may be negatively affected. Many of our competitors are not subject to the same degree of regulation that we are as an FDIC-insured
institution, which gives them greater operating flexibility and reduces their expensesrelative to ours. Asaresult, these non-bank competitors have certain
advantages over usin accessing funding and in providing various services.

We also compete against community banks that have strong local ties. These smaller institutions are likely to cater to the same small
and mid-sized businesses that we target and to use a rel ationship-based approach similar to ours. In addition, our competitors may seek to gain market
share by pricing below the current market rates for loans and paying higher rates for deposits. The banking businessin our primary market areasisvery
competitive, and the level of competition facing us may increase further, which may limit our asset growth and financial results.

We continually encounter technological change, and we may have fewer resourcesthan many of our competitorsto continueto invest in
technological improvements and innovations.

The financial servicesindustry is undergoing rapid technological changes, with frequent introductions of new technology-driven products and
services, including innovative ways that customers can make payments or manage their accounts, such as through the use of digital wallets or digital
currencies. In addition to better serving customers, effective use of technology increases efficiency and enables financial institutions to reduce costs.
Our future success will depend, in part, upon our ability to address the needs of our customers by using technology to provide products and services
that will satisfy customer demands for convenience, aswell asto create additional efficienciesin our operations. Many of our competitors have
substantially greater resources to invest in technological improvements. We may not be able to effectively implement new technology-driven products
and services or be successful in marketing these products and servicesto our clients, which may adversely affect our results of operations and future
prospects.

A failurein or breach of our operational or security systems, or those of our third-party service providers, including as a result of cyber-attacks,
could disrupt our business, result in unintentional disclosure or misuse of confidential or proprietary information, damage our reputation, increase
our costs and cause losses.

Asafinancial institution, our operationsrely heavily on the secure processing, storage and transmission of confidential and other information on
our computer systems and networks. Any failure, interruption or breach in security or operational integrity of these systems could result in failures or
disruptionsin our online banking system, customer relationship management, general ledger, deposit and loan servicing and other systems. The security
and integrity of our systems could be threatened by a variety of interruptions or information security breaches, including
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those caused by computer hacking, cyber-attacks, electronic fraudulent activity or attempted theft of financial assets. We cannot assure you that any
such failures, interruption or security breaches will not occur, or if they do occur that they will be adequately addressed. While we have certain protective
policies and procedures in place, the nature and sophistication of the threats continue to evolve. We may be required to expend significant additional
resources in the future to modify and enhance our protective measures.

Additionally, we face therisk of operational disruption, failure, termination or capacity constraints of any of the third parties that facilitate our
business activities, including exchanges, clearing agents, clearing houses or other financial intermediaries. Such parties could also be the source of an
attack on, or breach of, our operational systems. Any failures, interruptions or security breaches in our information systems could damage our reputation,
result in aloss of customer business, result in aviolation of privacy or other laws, or expose usto civil litigation, regulatory fines or losses not covered
by insurance.

Thetotal impact of Hurricane Michael on our financial condition and results of operations may not be known for some time and may negatively
impact our future earnings.

Hurricane Michael caused significant property damage in our Florida Panhandle market areas, and resulted in widespread disruptionsin power,
transportation and the local economies of these areas, aswell as less extensive damage in other parts of the state of Florida. A substantial amount of our
loans are secured by real estate located in the market areas affected by this powerful storm. On most collateral dependent loans, our exposureis limited
due to the existence of flood and property insurance. We monitor our borrower’sinsurance coverage on aregular basis and force place insurance, as
necessary.

We are continuing to evaluate Hurricane Michael’ simpact on our customers and our business, including our properties, assets and loan portfolios.
However, we expect to continue to experience increased loan delinquencies and loan restructurings as aresult of the storm as customers continue
recovery and clean-up efforts. Based on our initial assessments of the potential credit impact and damage, management performed an analysis on the
loans with collateral in the impacted countiesin the Florida Panhandle and determined a $20.4 million storm-related provision was necessary. Thiswas
charged against a portion of the remaining balance of $33.4 million accrual we recorded in 2017 for anticipated losses due to Hurricane Irma. In addition, in
order to assist our customers during this crisis, we offered customers |ocated in the disaster area a 90-day deferment on outstanding loans. During the
fourth quarter of 2018, customers with loan balances totaling approximately $63.3 million accepted the 90-day deferment. As of December 31, 2018, loan
balances totaling approximately $63.3 million remained on the 90-day deferment.

Because the total impact of the storm may not be known for sometime, it isimpossible to know at this time whether our current accrual for
hurricane-related expenses will be sufficient to cover our actual losses. We may experience more extensive |oan delinquencies and restructurings than we
currently expect, which could negatively impact our cash flow and, if not timely cured, increase our non-performing assets and reduce our net interest
income. Such increases could require us to further increase our provision for loan losses and result in higher loan charge-offs, either of which could have
amaterial adverseimpact on our results of operations and financial condition in future periods.

Future hurricanes or other adverse weather events could negatively affect our local economies or disrupt our operations, which would have an
adverse effect on us.

Asillustrated by the impact of Hurricanes Irmaand Michael, our markets in Alabamaand Florida, like other coastal areas, are susceptible to
hurricanes and tropical storms. Such weather events can disrupt our operations, result in damage to our properties and negatively affect the local
economiesin which we operate. We cannot predict whether or to what extent damage that may be caused by future hurricanes or other weather events
will affect our operations or the economies in our market areas, but such weather events could result in adeclinein loan originations, adeclinein the
value or destruction of properties or other collateral securing our loans and an increase in the delinquencies, foreclosures and loan losses. Our business
or results of operations may be adversely affected by these and other negative effects of hurricanes or other significant weather events.

We may incur environmental liabilities with respect to properties to which we taketitle.

A significant portion of our loan portfolio is secured by real property. In the course of our business, we may own or foreclose and taketitle to real
estate and could become subject to environmental liabilities with respect to these properties. In addition, we acquire branches and real estatein
connection with our acquisitions of banks. We may become responsible to a governmental agency or third parties for property damage, personal injury,
investigation and clean-up costs incurred by those parties in connection with environmental contamination or may be required to investigate
or clean-up hazardous or toxic substances, or chemical releases at aproperty. The costs associated with environmental investigation or remediation
activities could be substantial. If we were to become subject to significant environmental liabilities, it could have amaterial adverse effect on our results
of operations and financial condition.
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Our operations could beinterrupted if certain external vendors on which werely experience difficulty, terminate their services or fail to comply with
banking laws and regulations.

We depend to a significant extent on relationships with third party service providers. Specifically, we utilize third-party core banking services and
receive credit card and debit card services, branch capture services, I nternet banking services and services complementary to our banking products from
various third-party service providers. If these third-party service providers experience difficulties or terminate their services and we are unable to replace
them with other service providers, our operations could be interrupted. It may be difficult for usto replace some of our third-party vendors, particularly
vendors providing our core banking, credit card and debit card services, in atimely manner if they were unwilling or unable to provide us with these
servicesin the future for any reason. If an interruption were to continue for asignificant period of time, it could have a material adverse effect on our
business, financial condition or results of operations. Even if we are able to replace them, it may be at higher cost to us, which could have a material
adverse effect on our business, financia condition or results of operations. In addition, if athird-party provider fails to provide the serviceswe require,
failsto meet contractual requirements, such as compliance with applicable laws and regulations, or suffers a cyber-attack or other security breach, our
business could suffer economic and reputational harm that could have a material adverse effect on our business, financial condition or results of
operations.

Our earnings could be adver sely impacted by incidences of fraud and compliance failure.

Financial institutions are inherently exposed to fraud risk. A fraud can be perpetrated by a customer of our bank subsidiary, an employee, avendor,
or members of the general public. We are most subject to fraud and compliance risk in connection with the origination of loans, ACH transactions, wire
transactions, ATM transactions, and checking transactions. Our largest fraud risk, associated with the origination of loans, includes the intentional
misstatement of information in property appraisals or other underwriting documentation provided to us by third parties. Compliance risk isthe risk that
loans are not originated in compliance with applicable laws and regulations and our standards. There can be no assurance that we can prevent or detect
acts of fraud or violation of law or our compliance standards by the third parties that we deal with. Repeated incidences of fraud or compliance failures
would adversely impact the performance of our loan portfolio.

Our banking relationships with the Cuban government and Banco I nternacional de Comercia, S.A. (“ BICSA”) may increase our compliance risk
and compliance costs.

U.S. persons, including U.S. banks, are restricted in their ability to establish relationships and engage in transactions with Cuba and Cuban persons
pursuant to the existing U.S. embargo and the Cuban Assets Control Regulations. However, asaresult of our acquisition of Stonegate Bank in 2017, we
maintain a customer relationship to handle the accounts for Cuba’ s diplomatic missions at the United Nations and for the Cuban Interests Section (now
the Cuban Embassy) in Washington, D.C. Thisrelationship was established in May 2015 pursuant to a special license granted to Stonegate Bank by the
U.S. Treasury Department’s Office of Foreign Assets Control (“OFAC”) in connection with the reestablishment of diplomatic relations between the U.S.
and Cuba. In July 2015, Stonegate Bank established a correspondent banking relationship with Banco Internacional de Comercio, S.A. (“BICSA”) in
Havana, Cuba.

Cross-border correspondent banking relationships pose unique risks because they create situationsin which aU.S. financial institution will be
handling funds from aforeign financial institution whose customers may not be transparent to the U.S. financial institution. Moreover, Cuban financial
institutions are not subject to the same or similar regulatory guidelines as U.S. banks; therefore, these foreign institutions may pose a higher money
laundering risk to their respective U.S. bank correspondent(s). Investigations have determined that, in the past, foreign correspondent accounts have
been used by drug traffickers and other criminal elementsto launder funds. Shell companies are sometimes used in the layering process to hide the true
ownership of accounts at foreign correspondent financial institutions. Because of the large amount of funds, multiple transactions, and the U.S. bank’s
potential lack of familiarity with aforeign correspondent financial institution’s customer, criminals and terrorists can more easily conceal the source and
use of illicit funds. Consequently, we may have a higher risk of noncompliance with the Bank Secrecy Act and Anti-Money Laundering (“BSA/AML”)
rules due to our correspondent banking relationship with BICSA and will likely need to more closely monitor transactions related to correspondent
accountsin Cuba, potentially resulting in increased compliance costs. Our failure to strictly adhere to the terms and requirements of our OFAC license or
our failure to adequately manage our BSA/AML compliancerisk in light of our correspondent banking relationship with BICSA could result in regulatory
or other actions being taken against us, which could significantly increase our compliance costs and materially and adversely affect our results of
operations.

Risks Related to Owning Our Stock

The rights of our common shareholders are subordinate to the holders of any debt securities that we may issue from time to time and may be
subordinate to the holders of any series of preferred stock that may issuein thefuture.

On April 3, 2017, weissued $300.0 million of 5.625% fixed-to-floating rate subordinated notes, which mature in 2027. Because these subordinated
notes are senior to our shares of common stock, in the event of our bankruptcy, dissolution or liquidation, the holders of the subordinated notes must be
satisfied before any distributions can be made to the holders of our common stock.

As of December 31, 2018, we also have $73.3 million of outstanding subordinated debentures issued in connection with trust preferred securities.
Payments of the principal and interest on the trust preferred securities are unconditionally guaranteed by us. The subordinated debentures are senior to
our shares of common stock. As aresult, we must make payments on the subordinated debentures (and the related trust preferred securities) before any
dividends can be paid on our common stock and, in the event of our bankruptcy, dissolution or liquidation, the holders of the debentures must be
satisfied before any distributions can be made to the holders of our common stock. We have the right to defer distributions on the subordinated
debentures (and the related trust preferred securities) for up to five years, during which time no dividends may be paid to holders of our capital stock. If
we elect to defer or if we default with respect to our obligations to make payments on these subordinated debentures, thiswould likely have a material
adverse effect on the market value of our common stock.
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Our board of directors has the authority to issue in the aggregate up to 5,500,000 shares of preferred stock, and to incur senior or subordinated
indebtedness, generally without sharehol der approval. Our preferred stock could be issued with voting, liquidation, dividend and other rights that may be
superior to the rights of our common stock. In addition, like our outstanding subordinated debentures, any future indebtedness that we incur would be
expected to be senior to our common stock with respect to payment upon liquidation, dissolution or winding up. Accordingly, common sharehol ders bear
therisk that our future issuances of debt or equity securities or our incurrence of other borrowings will negatively affect the market price of our common
stock.

We may be unableto, or choose not to, pay dividends on our common stock.

Although we have paid a quarterly dividend on our common stock since 2003 and expect to continue this practice, we cannot assure you of our
ability to continue. Our ability to pay dividends depends on the following factors, among others:

*  Wemay not have sufficient earnings since our primary source of income, the payment of dividends to us by our bank subsidiary, is subject
to federal and state laws that limit the ability of that bank to pay dividends.

* Federal Reserve Board policy requires bank holding companies to pay cash dividends on common stock only out of net income available
over the past year and only if prospective earnings retention is consistent with the organization’s expected future needs and financial
condition.

+  Beforedividends may be paid on our common stock in any year, payments must be made on our subordinated debentures.

*  Our board of directors may determine that, even though funds are available for dividend payments, retaining the funds for internal uses, such
as expansion of our operations, is a better strategy.

If wefail to pay dividends, capital appreciation, if any, of our common stock may be the sole opportunity for gains on an investment in our common
stock. In addition, in the event our bank subsidiary becomes unable, due to regulatory restrictions, capital planning needs or otherwise, to pay dividends
to us, we may not be ableto service our debt, pay our other obligations or pay dividends on our common stock. Accordingly, our inability to receive
dividends from our bank subsidiary could also have amaterial adverse effect on our business, financia condition and results of operations and the value
of your investment in our common stock.

Our stock trading volume may not provide adequate liquidity for investors.

Although shares of our common stock are listed for trading on the NASDAQ Global Select Market, the average daily trading volume in the common
stock islessthan that of other larger financial services companies. A public trading market having the desired characteristics of depth, liquidity and
orderliness depends on the presence in the marketplace of a sufficient number of willing buyers and sellers of the common stock at any given time. This
presence depends on the individual decisions of investors and general economic and market conditions over which we have no control. Given the daily
average trading volume of our common stock, significant sales of the common stock in abrief period of time, or the expectation of these sales, could
cause adeclinein the price of our common stock.

Item 1B. UNRESOLVED STAFF COMMENTS

There are currently no unresolved Commission staff comments received by the Company more than 180 days prior to the end of the fiscal year
covered by thisannual report.

Item 2. PROPERTIES

The Company’s main office islocated in a Company-owned 33,000 square foot building located at 719 Harkrider Street in downtown Conway,
Arkansas. As of December 31, 2018, our bank subsidiary owned or leased atotal of 78 branches located in Arkansas, 76 branchesin Florida, five
branchesin South Alabama and one branch in New Y ork City. The Company also owns or leases other buildings that provide space for operations,
mortgage lending and other general purposes. We believe that our banking and other offices are in good condition and are suitable to our needs.
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Item 3. LEGAL PROCEEDINGS

While we and our bank subsidiary and other affiliates are from time to time parties to various legal proceedings arising in the ordinary course of
their business, management believes, after consultation with legal counsel, that there are no proceedings threatened or pending against us or our bank
subsidiary or other affiliates that will, individually or in the aggregate, have a material adverse effect on our business or consolidated financial condition.

Item 4. MINE SAFETY DISCLOSURE
Not applicable.
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PART 11

Item 5. MARKET FOR REGISTRANT'SCOMMON EQUITY, RELATED STOCKHOLDER MATTERSAND ISSUER PURCHASES OF EQUITY
SECURITIES

Our common stock is listed on the NASDAQ Global Select Market under the symbol “HOMB.” Asof February 21, 2019, there were approximately
1,456 stockholders of record of the Company’s common stock.

Our policy isto declare regular quarterly dividends based upon our earnings, financial position, capital improvements and such other factors
deemed relevant by the Board of Directors. The dividend policy is subject to change, however, and the payment of dividendsis not necessarily
dependent upon the availability of earnings and future financial condition. Information regarding regulatory restrictions on our ability to pay dividendsis
discussed in “ Supervision and Regulation — Payment of Dividends.”

In connection with the Company’s acquisition of SPF, on June 30, 2018, the Company issued 1,250,000 shares of the Company’s common stock to
Union Bank & Trust (“Union™) in partial consideration for the acquisition. The shares were issued to Union pursuant to Section 4(a)(2) of the Securities
Act of 1933. There were no other unregistered sales of our securities during the period covered by thisreport.

42



Tableof Contents

During the three months ended December 31, 2018, the Company utilized a portion of its stock repurchase program most recently amended and
approved by the Board of Directors on February 21, 2018. Additionally, on January 18, 2019, the Board of Directors of the Company authorized the
repurchase of up to an additional 5,000,000 shares of the Company’s common stock under this repurchase program. The Company has received approval
from the Federal Reserve Bank to repurchase up to $188.0 million of stock during the year ending December 31, 2019. The following table sets forth
information with respect to purchases made by or on behalf of the Company of shares of the Company’s common stock during the periods indicated:

Issuer Purchases of Equity Securities

Maximum

Number of
Shares That
Total Number of May Yet Be

Number Shares Purchased Purchased

of Average Price as Part of Publicly Under the

Shares Paid Per Share Announced Plans Plans or

Period Purchased Purchased or Programs Programs
October 1 through October 31, 2018 1,175,731 $ 19.59 1,175,731 7,188,005
November 1 through November 31, 2018 50,000 18.84 50,000 7,138,005
December 1 through December 31, 2018 2,218,558(1) 20.53 2,218,558(1) 4,919,447

Total 3,444,289 3,444,289

() Includesthe repurchase from Union of the 1,250,000 shares issued in connection with the SPF acquisition for $23.13 per share, the value at which
the shares were issued on June 30, 2018.

43



Table of Contents

Performance Graph

Below is agraph which summarizes the cumulative return earned by the Company’s stockholders since December 31, 2013, compared with the
cumulative total return on the Russell 2000 Index and SNL Bank and Thrift Index. This presentation assumes that the value of the investment in the
Company’s common stock and each index was $100.00 on December 31, 2013 and that subsequent cash dividends were reinvested.

Total Return Performance
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Item 6. SELECTED FINANCIAL DATA.
Summary Consolidated Financial Data

As of or for the Years Ended December 31,
2018 2017 2016 2015 2014

(Dollars and sharesin thousands, except per share data)

I ncome statement data:

Total interest income $685,368 $520,251 $436,537 $377,436 $335,888
Total interest expense 124,355 64,346 30,579 21,724 18,870
Net interest income 561,013 455,905 405,958 355,712 317,018
Provision for |oan losses 4,322 44,250 18,608 25,164 22,664
Net interest income after provision for loan |osses 556,691 411,655 387,350 330,548 294,354
Non-interest income 102,832 99,636 87,051 65,498 44,762
Non-interest expense 264,003 240,208 191,755 177,555 161,943
Income before income taxes 395,520 271,083 282,646 218,491 177,173
Income tax expense 95,117 136,000 105,500 80,292 64,110
Net income $300,403 $135,083 $177,146 $138,199 $113,063
Per sharedata:
Basic earnings per common share $ 173 $ 090 $ 126 $ 101 $ 086
Diluted earnings per common share 173 0.89 1.26 101 0.85
Book value per common share 13.76 12.70 9.45 8.55 7.51
Tangible book value per common share (non-GAAP)(1)(2) 7.90 7.07 6.63 5.71 4.95
Dividends — common 0.4600 0.4000 0.3425 0.275 0.175
Average common shares outstanding 173,657 150,806 140,418 136,615 131,902
Average diluted shares outstanding 174,124 151,528 140,713 137,130 132,662
Performanceratios:
Return on average assets 2.06% 1.17% 1.85% 1.68% 1.63%
Return on average assets excluding intangible amortization
(non-GAAP)(®) 2.25 1.26 1.95 179 175
Return on average common equity 13.17 8.23 14.08 12.77 12.34
Return on average tangible common equity excluding intangible amortization
(non-GAAP)()(4) 23.62 12.92 20.82 19.37 19.80
Net interest margin() 4.42 451 4.81 4.98 5.37
Efficiency ratio 38.48 41.89 37.65 40.44 42.67
Efficiency ratio, as adjusted (non-GAAP)(©) 37.67 37.66 36.55 39.48 41.23
Asset quality:
Non-performing assets to total assets 0.51% 0.44% 0.81% 0.89% 1.18%
Non-performing loans to total loans 0.58 043 0.85 0.96 123
Allowance for |oan losses to non-performing loans 169.35 246.70 126.74 109.00 88.65
Allowance for loans losses to total loans 0.98 1.07 1.08 104 1.09
Net charge-offsto average total loans 0.05 0.17 0.11 0.22 0.22
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Summary Consolidated Financial Data— Continued

As of or for the Years Ended December 31,
2018 2017 2016 2015 2014
(Dollars and shares in thousands, except per share data)

Balance sheet data (period end):

Total assets $15,302,438 $14,449,760 $9,808,465 $9,289,122 $7,403,272
Investment securities — available-for-sale 1,785,862 1,663,517 1,072,920 1,206,580 1,067,287
Investment securities — held-to-maturity 192,776 224,756 284,176 309,042 356,790
Loansreceivable 11,071,879 10,331,188 7,387,699 6,641,571 5,057,502
Allowance for loan |osses 108,791 110,266 80,002 69,224 55,011
Intangible assets 1,001,304 977,300 396,294 399,426 346,348
Non-interest-bearing deposits 2,401,232 2,385,252 1,695,184 1,456,624 1,203,306
Total deposits 10,899,778 10,388,502 6,942,427 6,438,509 5,423,971
Subordinated debentures (trust preferred securities) 368,790 368,031 60,826 60,826 60,826
Stockholders' equity 2,349,886 2,204,291 1,327,490 1,199,757 1,015,292
Capital ratios:

Common equity to assets 15.36% 15.25% 13.53% 12.92% 13.71%
Tangible common equity to tangible assets

(non-GAAP)()(7) 9.43 9.11 9.89 9.00 9.48
Common equity Tier 1 capital 11.34 10.86 11.30 10.50 —
Tier 1 leverageratio®) 10.36 9.98 10.63 9.91 10.31
Tier 1 risk-based capital ratio 11.93 11.48 12.01 11.26 12.55
Total risk-based capital ratio 15.31 15.05 12.97 12.16 1351
Dividend payout—common 26.59 44.69 27.15 27.19 20.49

(1) Tangible calculations eliminate the effect of goodwill and acquisition-related intangible assets and the corresponding amortization expense on a
tax-effected basis.
(2) See“Management’s Discussion and Analysis of Financial Condition and Results of Operations— Table 25,” for the non-GAAP tabular

(3) gg‘?algz;gghent’ sDiscussion and Analysis of Financial Condition and Results of Operations— Table 26,” for the non-GAAP tabular

4 gg‘?algéggﬁwent’ s Discussion and Analysis of Financial Condition and Results of Operations— Table 27,” for the non-GAAP tabular

(5) lrzicl(l))r/] (t:gizttlaloenéquival ent (assuming an income tax rate of 39.225% for 2014-2017 and 26.135% for 2018).

(6) See" M gnagement’ sDiscussion and Analysis of Financial Condition and Results of Operations— Table 29,” for the non-GAAP tabular

(7) gg‘?&:;ﬁt%gg}nent’ sDiscussion and Analysis of Financial Condition and Results of Operations— Table 28,” for the non-GAAP tabular
reconciliation.

(8) LeverageratioisTier 1 capital to quarterly average total assets|essintangible assets and gross unrealized gains/losses on available-for-sale
investment securities.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis presents our consolidated financial condition and results of operations for the years ended December 31,
2018, 2017 and 2016. This discussion should be read together with the “ Summary Consolidated Financial Data,” our consolidated financial statements and
the notes thereto, and other financial dataincluded in this document. In addition to the historical information provided below, we have made certain
estimates and forward-looking statements that involve risks and uncertainties. Our actual results could differ significantly from those anticipated in these
estimates and in the forward-looking statements as aresult of certain factors, including those discussed in the section of this document captioned “ Risk
Factors,” and elsewhere in this document. Unless the context requires otherwise, the terms“ Company”, “HBI”, “us”, “we”’ and “our” refer to Home

BancShares, Inc. on aconsolidated basis.

General

We are abank holding company headquartered in Conway, Arkansas, offering a broad array of financial services through our wholly owned bank
subsidiary, Centennial Bank (“Centennial”). As of December 31, 2018, we had, on a consolidated basis, total assets of $15.30 billion, loans receivable, net
of $10.96 hillion, total deposits of $10.90 billion, and stockholders' equity of $2.35 hillion.

We generate most of our revenue from interest on loans and investments, service charges, and mortgage banking income. Deposits and FHLB
borrowed funds are our primary source of funding. Our largest expenses are interest on our funding sources, salaries and related employee benefits and
occupancy and equipment. We measure our performance by calculating our net interest margin, return on average assets and return on average common
equity. We also measure our performance by our efficiency ratio and efficiency ratio, as adjusted (non-GAAP). The efficiency ratio is calculated by
dividing non-interest expense less amortization of core deposit intangibles by the sum of net interest income on atax equivalent basis and non-interest
income. The efficiency ratio, as adjusted, is a meaningful non-GAAP measure for management, asit excludes certain items and is calculated by dividing
non-interest expense less amortization of core deposit intangibles by the sum of net interest income on atax equivalent basis and non-interest income
excluding certain items such as merger expenses, hurricane expenses and/or gains and |0sses.

Table 1: Key Financial Measures

As of or for the Years Ended December 31,

2018 2017 2016

(Dollarsin thousands, except per share data)
Total assets $15,302,438 $14,449,760 $9,808,465
Loansreceivable 11,071,879 10,331,188 7,387,699
Allowance for loan losses 108,791 110,266 80,002
Total deposits 10,899,778 10,388,502 6,942,427
Total stockholders' equity 2,349,886 2,204,291 1,327,490
Net income 300,403 135,083 177,146
Basic earnings per share 173 0.90 1.26
Diluted earnings per share 173 0.89 1.26
Book value per share 13.76 12.70 9.45
Tangible book value per share (non-GAAP)() 7.90 7.07 6.63
Net interest margin 4.42% 4.51% 4.81%
Efficiency ratio 38.48 41.89 37.65
Efficiency ratio, as adjusted (non-GAAP)(2) 37.67 37.66 36.55
Return on average assets 2.06 117 1.85
Return on average common equity 13.17 8.23 14.08

(1) Seetable 25 for the non-GAAP tabular reconciliation.
(2) Seetable29for the non-GAAP tabular reconciliation.
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2018 Overview

Our net income increased $165.3 million, or 122.4%, to $300.4 million for the year ended December 31, 2018, from $135.1 million for the same period in
2017. On adiluted earnings per share basis, our earnings were $1.73 per share and $0.89 per share for the years ended December 31, 2018 and 2017,
respectively, representing an increase of $0.84 per share or 94.4% for the year ended 2018 when compared to the previous year. Excluding the $470,000 of
hurricane expense and the $6.0 million of merger expenses, 2018 annual after-tax earnings, as adjusted (non-GAAP), were $305.2 million, an increase of
$100.4 million, or 49.0%, from 2017 annual after-tax earnings, as adjusted (non-GAAP), of $204.8 million (See Table 24 for the non-GAAP tabular
reconciliation). The $100.4 million increase in earnings, as adjusted, includes $49.5 million from tax savings of the Tax Cutsand Jobs Act (“TCJA”). The
remaining $50.9 million increase in net incomeis primarily associated with additional net income from the 2017 acquisitions, increased profitability of
Centennial CFG and the acquisition of Shore Premier Finance.

Our net interest margin decreased from 4.51% for the year ended December 31, 2017 to 4.42% for the year ended December 31, 2018. Theyield on
loans was 5.95% and 5.71% for the years ended December 31, 2018 and 2017, respectively, as average loansincreased from $8.40 billion to $10.62 billion.
The increase in average loan balances is primarily due to the acquisitions we completed during 2017. For the year ended December 31, 2018 and 2017, we
recognized $41.5 million and $35.7 million, respectively, in total net accretion for acquired loans and deposits. The rate on interest-bearing deposits
increased from 0.54% for the year ended December 31, 2017, to 0.99% for the year ended December 31, 2018, with average balances of $6.27 billion and
$8.06 hillion, respectively.

Our efficiency ratio was 38.48% for the year ended December 31, 2018, compared to 41.89% for the same period in 2017. For year ended 2018, our
efficiency ratio, as adjusted (non-GAAP), was 37.67%, which was comparable to the 37.66% reported for the year ended 2017 (See Table 29 for the
non-GAAP tabular reconciliation). Even though acquisitions tend to increase our efficiency ratio in the short term, we experienced cost savings from our
Stonegate acquisition that were realized soon after conversion, which was completed on February 9, 2018.

Our return on average assets was 2.06% for the year ended December 31, 2018, compared to 1.17% for the same period in 2017. Our return on
average assets, as adjusted (non-GAAP), was 2.10% for the year ended December 31, 2018, compared to 1.78% for the same period in 2017 (See Table 26
for the non-GAAP tabular reconciliation). Our return on average common equity was 13.17% for the year ended December 31, 2018, compared to 8.23% for
the same period in 2017. Our return on average common equity, as adjusted (non-GAAP), was 13.38% for the year ended December 31, 2018, compared to
12.48% for the same period in 2017 (See Table 27 for the non-GAAP tabular reconciliation).

Our total assets as of December 31, 2018 increased $852.7 million to $15.30 billion from the $14.45 billion reported as of December 31, 2017. Our loan
portfolio increased $740.7 million to $11.07 billion as of December 31, 2018, from $10.33 billion as of December 31, 2017. Thisincreaseis aresult of
$376.2 million in loans acquired in the Shore Premier Finance acquisition and $364.5 million in organic loan growth. Stockholders’ equity increased
$145.6 million to $2.35 billion as of December 31, 2018, compared to $2.20 hillion as of December 31, 2017. Theincrease in stockholders' equity is primarily
associated with the $221.5 million increase in retained earnings and the issuance of $28.2 million in stock as a part of the acquisition of Shore Premier
Finance, offset by a$10.4 million change in accumulated other comprehensive income and the repurchase of $104.3 million of our common stock during
2018, which includes the repurchase of the sharesissued as part of the acquisition of the Shore Premier Finance. The improvement in stockholders
equity for 2018 was 6.6%.

Asof December 31, 2018, our non-performing loansincreased to $64.2 million, or 0.58%, of total loans from $44.7 million, or 0.43%, of total loans as
of December 31, 2017. The allowance for loan losses as a percentage of non-performing loans decreased to 169.35% as of December 31, 2018, compared to
246.70% as of December 31, 2017. Non-performing loans from our Arkansas franchise were $17.4 million at December 31, 2018 compared to $15.5 million as
of December 31, 2017. Non-performing loans from our Florida franchise were $43.3 million at December 31, 2018 compared to $28.2 million as of
December 31, 2017. Non-performing loans from our Alabama franchise were $179,000 at December 31, 2018 compared to $929,000 as of December 31, 2017.
Non-performing loans from our SPF franchise, which we acquired in 2018, were $3.4 million at December 31, 2018. There were no non-performing loans
from our Centennia CFG franchise.
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As of December 31, 2018, our non-performing assets increased to $78.0 million, or 0.51%, of total assets from $63.6 million, or 0.44%, of total assets
as of December 31, 2017. Non-performing assets from our Arkansas franchise were $24.0 million at December 31, 2018 compared to $25.6 million as of
December 31, 2017. Non-performing assets from our Florida franchise were $50.2 million at December 31, 2018 compared to $36.4 million as of December 31,
2017. Non-performing assets from our Alabama franchise were $306,000 at December 31, 2018 compared to $1.6 million as of December 31, 2017.
Non-performing assets from our SPF franchise were $3.4 million at December 31, 2018. There were no non-performing assets from our Centennial CFG
franchise.

2017 Overview

Our net income decreased $42.0 million, or 23.7%, to $135.1 million for the year ended December 31, 2017, from $177.1 million for the same period in
2016. On adiluted earnings per share basis, our earnings were $0.89 per share and $1.26 per share for the years ended December 31, 2017 and 2016,
respectively, representing a decrease of $0.37 per share or 29.37% for the year ended 2017 when compared to the previous year. Excluding the
$36.9 million one-time TCJA charge, $33.4 million of hurricane expense, and $25.7 million of merger expenses associated with the 2017 acquisitions offset
by $3.8 million of one-time non-taxable gain on acquisition, 2017 annual after-tax earnings excluding certain items were $204.8 million, an increase of
$27.8 million, or 15.7%, from 2016 annual after-tax earnings excluding certain items of $177.0 million (See Table 24 for the non-GAAP tabular
reconciliation). The $27.8 million increase in earnings excluding certain itemsis primarily associated with additional net interest income largely resulting
from our acquisitions combined with $125.2 million of organic loan growth plus a decrease in the non-hurricane related provision for loan losses during
2017, growth in non-interest income and the reduced amortization of the indemnification asset when compared to the same period in 2016. These
improvements were partially offset by an increase in the costs associated with the asset growth plus an increase in interest expense on deposits and an
increase in interest expense related to the issuance of $300 million of subordinated notes during the second quarter of 2017 when compared to the same
period in 2016.

Our net interest margin decreased from 4.81% for the year ended December 31, 2016 to 4.51% for the year ended December 31, 2017. For the year
ended December 31, 2017 and 2016, we recognized $35.7 million and $42.3 million, respectively, in total net accretion for acquired loans and deposits.
Other than the previously mentioned reduction in net accretion income for acquired |oans and deposits, the net interest margin was negatively impacted
by our April 2017 issuance of $300 million of 5.625% fixed-to-floating rate subordinated notes, which added approximately $13.1 million of interest expense
when compared to the same period in 2016, and by our strategic decision to keep excess cash liquidity on the books during 2017.

Our efficiency ratio was 41.89% for the year ended December 31, 2017, compared to 37.65% for the same period in 2016. For year ended 2017, our
efficiency ratio, as adjusted (non-GAAP), was 37.66% which increased from the 36.55% reported for the year ended 2016 (See Table 29 for the non-GAAP
tabular reconciliation). The efficiency ratio, as adjusted (non-GAAP), isanon-GAAP measure and is cal culated by dividing non-interest expense less
amortization of core deposit intangibles by the sum of net interest income on atax equivalent basis and non-interest income excluding certain items such
as merger expenses and/or gains and | osses.

Our return on average assets was 1.17% for the year ended December 31, 2017, compared to 1.85% for the same period in 2016. Our return on
average assets, as adjusted (non-GAAP), was 1.78% for the year ended December 31, 2017, compared to 1.85% for the same period in 2016 (See Table 26
for the non-GAAP tabular reconciliation). Our return on average common equity was 8.23% for the year ended December 31, 2017, compared to 14.08% for
the same period in 2016. Our return on average common equity, as adjusted (non-GAAP), was 12.48% for the year ended December 31, 2017, compared to
14.07% for the same period in 2016 (See Table 27 for the non-GAAP tabular reconciliation).
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Our total assets as of December 31, 2017 increased $4.64 billion to $14.45 billion from the $9.81 billion reported as of December 31, 2016. Our loan
portfolio increased $2.94 billion to $10.33 hillion as of December 31, 2017, from $7.39 billion as of December 31, 2016. Thisincreaseis primarily aresult of
our acquisitions since December 31, 2016. Stockholders' equity increased $876.8 million to $2.20 billion as of December 31, 2017, compared to $1.33 hillion
as of December 31, 2016. The increase in stockholders’ equity is primarily associated with the $77.5 million and $742.3 million of common stock issued to
the GHI and Stonegate shareholders, respectively, plus the $74.7 million increase in retained earnings offset by $3.8 million of comprehensive loss and the
repurchase of $20.8 million of our common stock during 2017. The improvement in stockholders' equity for 2017, excluding the $77.5 million and
$742.3 million of common stock issued to the GHI and Stonegate shareholders, respectively, was 4.3%.

Asof December 31, 2017, our non-performing loans decreased to $44.7 million, or 0.43%, of total loans from $63.1 million, or 0.85%, of total loans as
of December 31, 2016. The allowance for loan losses as a percentage of non-performing loans increased to 246.70% as of December 31, 2017, compared to
126.74% as of December 31, 2016. Non-performing loans from our Arkansas franchise were $15.5 million at December 31, 2017 compared to $28.5 million as
of December 31, 2016. Non-performing loans from our Florida franchise were $28.2 million at December 31, 2017 compared to $34.0 million as of
December 31, 2016. Non-performing loans from our Alabama franchise were $929,000 at December 31, 2017 compared to $656,000 as of December 31, 2016.
There were no non-performing loans from our Centennial CFG franchise.

Asof December 31, 2017, our non-performing assets decreased to $63.6 million, or 0.44%, of total assets from $79.1 million, or 0.81%, of total assets
as of December 31, 2016. Non-performing assets from our Arkansas franchise were $25.6 million at December 31, 2017 compared to $41.0 million as of
December 31, 2016. Non-performing assets from our Florida franchise were $36.4 million at December 31, 2017 compared to $36.8 million as of December 31,
2016. Non-performing assets from our Alabama franchise were $1.6 million at December 31, 2017 compared to $1.2 million as of December 31, 2016. There
were no non-performing assets from our Centennial CFG franchise.

Critical Accounting Policies

Overview. We prepare our consolidated financial statements based on the selection of certain accounting policies, generally accepted accounting
principles and customary practices in the banking industry. These policies, in certain areas, require us to make significant estimates and assumptions. Our
accounting policies are described in detail in the notes to our consolidated financial statementsincluded as part of this document.

We consider apolicy critical if (i) the accounting estimate requires assumptions about matters that are highly uncertain at the time of the
accounting estimate; and (ii) different estimates that could reasonably have been used in the current period, or changes in the accounting estimate that
arereasonably likely to occur from period to period, would have amaterial impact on our financial statements. Using these criteria, we believe that the
accounting policies most critical to us are those associated with our lending practices, including the accounting for the allowance for loan losses,
foreclosed assets, investments, intangibl e assets, income taxes and stock options.

Revenue Recognition. Accounting Standards Codification (* ASC”) Topic 606, Revenue from Contracts with Customers (“ASC Topic 606"),
establishes principles for reporting information about the nature, amount, timing and uncertainty of revenue and cash flows arising from the entity’s
contracts to provide goods or servicesto customers. The core principle requires an entity to recognize revenue to depict the transfer of goods or services
to customersin an amount that reflects the consideration that it expects to be entitled to receive in exchange for those goods or services recognized as
performance obligations are satisfied. The majority of our revenue-generating transactions are not subject to ASC Topic 606, including revenue
generated from financial instruments, such as our loans, letters of credit, investment securities and mortgage lending income, as these activities are
subject to other GAAP discussed el sewhere within our disclosures. Descriptions of our revenue-generating activities that are within the scope of ASC
Topic 606, which are presented in our income statements as components of non-interest income are as follows:

»  Servicecharges on deposit accounts — These represent general service fees for monthly account maintenance and activity or transaction-
based fees and consist of transaction-based revenue, time-based revenue (service period), item-based revenue or some other individual
attribute-based revenue. Revenue is recognized when our performance obligation is completed, which is generally monthly for account
maintenance services or when a transaction has been completed (such as awire transfer). Payment for such performance obligations are
generally received at the time the performance obligations are satisfied.
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»  Other service charges and fees — These represent credit card interchange fees and Centennial CFG loan fees. The interchange fees are
recorded in the period the performance obligation is satisfied which is generally the cash basis based on agreed upon contracts. Centennial
CFG loan fees are based on loan or other negotiated agreements with customers and are accounted for under ASC Topic 310. Interchange
feeswere $20.4 million and $24.1 million for the years ended December 31, 2018 and December 31, 2017, respectively. Centennial CFG loan fees
were $4.8 million and $4.0 million for the years ended December 31, 2018 and December 31, 2017, respectively.

Financial Instruments. ASU 2016-01 “ Financial Instruments—Overall (Subtopic 825-10): Recognition of Financial Assets and Financial
Liabilities, (“ASU 2016-01") makes targeted amendments to the guidance for recognition, measurement, presentation and disclosure of financial
instruments. ASU 2016-01 requires equity investments, other than equity method investments, to be measured at fair value with changesin fair value
recognized in net income. The ASU requires acumulative-effect adjustment to retained earnings as of the beginning of the reporting period of adoption
to reclassify the cumulative change in fair value of equity securities previously recognized in accumulated other comprehensive income (“AQOCI"). ASU
2016-01 became effective for us on January 1, 2018. The adoption of the guidance resulted in a $990,000 cumul ative-effect adjustment that increased
retained earnings, with offsetting related adjustments to deferred taxes and AOCI. ASU 2016-01 also emphasi zes the existing requirement to use exit
pricesto measure fair value for disclosure purposes and clarifies that entities should not make use of a practicability exception in determining the fair
value of loans. Accordingly, we refined the cal culation used to determine the disclosed fair value of our loans held for investment portfolio as part of
adopting this standard. The refined calculation did not have a significant impact on our fair value disclosures.

Investments — Available-for-sale. Securities available-for-sale are reported at fair value with unrealized holding gains and losses reported as a
separate component of stockholders’ equity and other comprehensive income (10ss), net of taxes. Securitiesthat are held as available-for-sale are used as
apart of our asset/liability management strategy. Securities that may be sold in response to interest rate changes, changes in prepayment risk, the need to
increase regulatory capital, and other similar factors are classified as available-for-sale.

Investments — Held-to-Maturity. Securities held-to-maturity, which include any security for which we have the positive intent and ability to hold
until maturity, are reported at historical cost adjusted for amortization of premiums and accretion of discounts. Starting January 1, 2018, premiums are now
amortized to call date under ASU 2017-08 and discounts are accreted to interest income using the constant yield method over the period to maturity.

Loans Receivable and Allowance for Loan Losses. Except for loans acquired during our acquisitions, substantially all of our loans receivable are
reported at their outstanding principal balance adjusted for any charge-offs, asit is management’ s intent to hold them for the foreseeable future or until
maturity or payoff, except for mortgage loans held for sale. Interest income on loansis accrued over the term of the loans based on the principal balance
outstanding.

The allowance for loan losses is established through a provision for |oan | osses charged against income. The allowance represents an amount that,
in management’s judgment, will be adeguate to absorb probable credit osses on identifiable loans that may become uncollectible and probable credit
losses inherent in the remainder of the loan portfolio. The amounts of provisions for loan losses are based on management’s analysis and evaluation of
the loan portfolio for identification of problem credits, internal and external factors that may affect collectability, relevant credit exposure, particular risks
inherent in different kinds of lending, current collateral values and other relevant factors.

The allowance consists of allocated and general components. The allocated component relates to loans that are classified asimpaired. For those
loansthat are classified asimpaired, an allowance is established when the discounted cash flows, collateral value or observable market price of the
impaired loan islower than the carrying value of that loan. The general component covers non-classified loans and is based on historical charge-off
experience and expected loss given default derived from the bank’ s internal risk rating process. Other adjustments may be made to the allowance for
pools of loans after an assessment of internal or external influences on credit quality that are not fully reflected in the historical loss or risk rating data.
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Loans considered impaired, under FASB ASC 310-10-35, are loans for which, based on current information and events, it is probable that we will be
unable to collect all amounts due according to the contractual terms of the loan agreement. The aggregate amount of impairment of loansisutilized in
evaluating the adequacy of the allowance for loan losses and amount of provisions thereto. Losses on impaired loans are charged against the allowance
for loan losses when in the process of collection, it appears likely that such losseswill be realized. The accrual of interest on impaired loansis
discontinued when, in management’s opinion the collection of interest is doubtful, or generally when loans are 90 days or more past due. When accrual
of interest is discontinued, all unpaid accrued interest isreversed. Interest income is subsequently recognized only to the extent cash payments are
received in excess of principal due. Loans are returned to accrual status when all the principal and interest amounts contractually due are brought current
and future payments are reasonably assured.

Groups of loanswith similar risk characteristics are collectively evaluated for impairment based on the group’s historical 1oss experience adjusted
for changesin trends, conditions and other relevant factors that affect repayment of the loans.

Loans are placed on non-accrual status when management believes that the borrower’ s financial condition, after giving consideration to economic
and business conditions and collection efforts, is such that collection of interest is doubtful, or generally when |oans are 90 days or more past due. Loans
are charged against the allowance for loan | osses when management believes that the collectability of the principal isunlikely. Accrued interest related to
non-accrual loansis generally charged against the allowance for |oan losses when accrued in prior years and reversed from interest incomeif accrued in
the current year. Interest income on non-accrual |oans may be recognized to the extent cash payments are received, although the majority of payments
received are usually applied to principal. Non-accrual loans are generally returned to accrual status when principal and interest payments are less than 90
days past due, the customer has made required payments for at least six months, and we reasonably expect to collect all principal and interest.

Acquisition Accounting and Acquired Loans. We account for our acquisitions under FASB ASC Topic 805, Business Combinations, which
requires the use of the acquisition method of accounting. All identifiable assets acquired, including loans, are recorded at fair value. No allowance for
loan losses related to the acquired loans is recorded on the acquisition date as the fair value of the purchased loans incorporates assumptions regarding
credit risk. All purchased loans are recorded at fair value in accordance with the fair value methodology prescribed in FASB ASC Topic 820, Fair Value
Measurements. The fair value estimates associated with the loans include estimates related to expected prepayments and the amount and timing of
undiscounted expected principal, interest and other cash flows.

Over thelife of the purchased credit impaired |oans, we continue to estimate cash flows expected to be collected on pools of loans sharing common
risk characteristics, which are treated in the aggregate when applying various val uation techniques. We eval uate at each balance sheet date whether the
present value of our pools of |oans determined using the effective interest rates has decreased and if so, recognize aprovision for loan lossin its
consolidated statement of income. For any increasesin cash flows expected to be collected, we adjust the amount of accretable yield recognized on a
prospective basis over the pool’sremaining life.

Foreclosed Assets Held for Sale. Real estate and personal properties acquired through or in lieu of loan foreclosure are to be sold and are initially
recorded at fair value at the date of foreclosure, establishing a new cost basis. Valuations are periodically performed by management, and the real estate
and personal propertiesare carried at fair value less costs to sell. Gains and losses from the sale of other real estate and personal properties are recorded
in non-interest income, and expenses used to maintain the properties are included in non-interest expenses.

Intangible Assets. Intangible assets consist of goodwill and core deposit intangibles. Goodwill represents the excess purchase price over the fair
value of net assets acquired in business acquisitions. The core deposit intangibl e represents the excess intangible value of acquired deposit customer
relationships as determined by valuation specialists. The core deposit intangibles are being amortized over 48 to 121 months on a straight-line basis.
Goodwill is not amortized but rather is evaluated for impairment on at least an annual basis. We perform an annual impairment test of goodwill and core
deposit intangibles as required by FASB ASC 350, Intangibles—Goodwill and Other, in the fourth quarter.
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Income Taxes. We account for income taxes in accordance with income tax accounting guidance (ASC 740, Income Taxes). The income tax
accounting guidance results in two components of income tax expense: current and deferred. Current income tax expense reflects taxes to be paid or
refunded for the current period by applying the provisions of the enacted tax law to the taxable income or excess of deductions over revenues. We
determine deferred income taxes using the liability (or balance sheet) method. Under this method, the net deferred tax asset or liability is based on the tax
effects of the differences between the book and tax bases of assets and liabilities, and enacted changesin tax rates and laws are recognized in the period
in which they occur.

Deferred income tax expense results from changes in deferred tax assets and liabilities between periods. 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; the terms“ examined” and “upon examination” also include resolution of the related appeals or litigation
processes, if any. A tax position that meets the more-likely-than-not recognition threshold isinitially and subsequently measured as the largest amount of
tax benefit that has a greater than 50 percent likelihood of being realized upon settlement with ataxing authority that has full knowledge of all relevant
information. The determination of whether or not atax 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 the management’s judgment. Deferred tax assets are reduced by avaluation allowanceif,
based on the weight of evidence available, it is more likely than not that some portion or all of a deferred tax asset will not be realized.

Both we and our subsidiary file consolidated tax returns. Our subsidiary provides for income taxes on a separate return basis, and remitsto us
amounts determined to be currently payable.

Stock Compensation. In accordance with FASB ASC 718, Compensation—Stock Compensation, and FASB ASC 505-50, Equity-Based Payments
to Non-Employees, the fair value of each option award is estimated on the date of grant. We recognize compensation expense for the grant-date fair value
of the option award over the vesting period of the award.
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Acquisitions
Shore Premier Finance

On June 30, 2018, the Company, completed the acquisition of Shore Premier Finance (“ SPF"), adivision of Union Bank & Trust of Richmond,
Virginia(“Union"), the bank subsidiary of Union Bankshares Corporation. The Company paid a purchase price of approximately $377.4 million in cash,
subject to certain post-closing adjustments, and 1,250,000 shares of HBI common stock. SPF provides direct consumer financing for United States Coast
Guard (“USCG”) registered high-end sail and power boats. Additionally, SPF providesinventory floor plan lines of credit to marine dealers, primarily
those selling USCG documented vessels.

Including the purchase accounting adjustments, as of acquisition date, SPF had approximately $377.0 million in total assets, including $376.2 million
in total loans, which resulted in goodwill of $30.5 million being recorded.

This portfolio of loansis now housed in adivision of Centennial known as Shore Premier Finance. The SPF division of Centennial is responsible for
servicing the acquired loan portfolio and originating new loan production. In connection with this acquisition, Centennial opened a new loan production
office in Chesapeake, Virginia, to house the SPF division. Through the SPF division, Centennial isworking to build out alending platform focusing on
commercial and consumer marineloans.

See Note 2 “Business Combinations” in the Notes to Consolidated Financial Statements for additional information regarding the acquisition of SPF.

Stonegate Bank

On September 26, 2017, the Company completed the acquisition of all of the issued and outstanding shares of common stock of Stonegate Bank
(“Stonegate”), and merged Stonegate into Centennial. The Company paid a purchase price to the Stonegate shareholders of approximately $792.4 million
for the Stonegate acquisition. Under the terms of the merger agreement, shareholders of Stonegate received 30,863,658 shares of HBI common stock
valued at approximately $742.3 million plus approximately $50.1 million in cash in exchange for all outstanding shares of Stonegate common stock. In
addition, the holders of outstanding stock options of Stonegate received approximately $27.6 million in cash in connection with the cancellation of their
optionsimmediately before the acquisition closed, for atotal transaction value of approximately $820.0 million.

Including the effects of purchase accounting adjustments, as of acquisition date, Stonegate had approximately $2.89 billion in total assets,
$2.37 billion in loans and $2.53 hillion in customer deposits. Stonegate formerly operated its banking business from 24 locationsin key Florida markets
with significant presence in Broward and Sarasota counties.

Through our acquisition and merger of Stonegate into Centennial, we maintain a customer relationship to handle the accounts for Cuba's
diplomatic missions at the United Nations and for the Cuban Interests Section (now the Cuban Embassy) in Washington, D.C. This relationship was
established in May 2015 pursuant to a special license granted to Stonegate by the U.S. Treasury Department’s Office of Foreign Assets Control in
connection with the reestablishment of diplomatic relations between the U.S. and Cuba. In July 2015, Stonegate Bank established a correspondent
banking relationship with Banco Internacional de Comercio, S.A. in Havana, Cuba. As of December 31, 2017, this correspondent banking relationship
does not have a material impact to the Company’s financial position and results of operations.

See Note 2 “Business Combinations” in the Notes to Consolidated Financial Statementsfor an additional discussion regarding the acquisition of
Stonegate.
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The Bank of Commerce

On February 28, 2017, the Company completed its acquisition of all of theissued and outstanding shares of common stock of The Bank of
Commerce, a Florida state-chartered bank that operated in the Sarasota, Florida area (“BOC”), pursuant to an acquisition agreement, dated December 1,
2016, by and between the Company and Bank of Commerce Holdings, Inc. (“BCHI”), parent company of BOC. The Company merged BOC with and into
Centennial effective as of the close of business on February 28, 2017.

The acquisition of BOC was conducted in accordance with the provisions of Section 363 of the United States Bankruptcy Code (the “Bankruptcy
Code") pursuant to avoluntary petition for relief under Chapter 11 of the Bankruptcy Code filed by BCHI with the United States Bankruptcy Court for the
Middle District of Florida (the “ Bankruptcy Court”). The sale of BOC by BCHI was subject to certain bidding procedures approved by the Bankruptcy
Court. On November 14, 2016, the Company submitted an initial bid to purchase the outstanding shares of BOC in accordance with the bidding
procedures approved by the Bankruptcy Court. An auction was subsequently conducted on November 16, 2016, and the Company was deemed to be the
successful bidder. The Bankruptcy Court entered afinal order on December 9, 2016 approving the sale of BOC to the Company pursuant to and in
accordance with the acquisition agreement.

Under the terms of the acquisition agreement, the Company paid an aggregate of approximately $4.2 million in cash for the acquisition, which
included the purchase of all outstanding shares of BOC common stock, the discounted purchase of certain subordinated debenturesissued by BOC from
the existing holders of the subordinated debentures, and an expense reimbursement to BCHI for approved administrative claimsin connection with the
bankruptcy proceeding.

BOC formerly operated three branch locations in the Sarasota, Florida area. Including the effects of the purchase accounting adjustments, as of
acquisition date, BOC had approximately $178.1 million in total assets, $118.5 million in loans after $5.8 million of loan discounts, and $139.8 millionin
deposits.

See Note 2 “Business Combinations” in the Notes to Consolidated Financial Statements for an additional discussion regarding the acquisition of
BOC.

Giant Holdings, Inc.

On February 23, 2017, the Company completed its acquisition of Giant Holdings, Inc. (“GHI”), parent company of Landmark Bank, N.A.
(“Landmark™), pursuant to a definitive agreement and plan of merger whereby GHI merged with and into HBI and, immediately thereafter, Landmark
merged with and into Centennial. The Company paid a purchase price to the GHI shareholders of approximately $96.0 million for the GHI acquisition.
Under the terms of the agreement, shareholders of GHI received 2,738,038 shares of its common stock valued at approximately $77.5 million as of
February 23, 2017, plus approximately $18.5 million in cash in exchange for all outstanding shares of GHI common stock.

GHI formerly operated six branch locationsin the Ft. Lauderdale, Florida area. Including the effects of the purchase accounting adjustments, as of
acquisition date, GHI had approximately $398.1 million in total assets, $327.8 million in loans after $8.1 million of loan discounts, and $304.0 millionin
deposits.

See Note 2 “Business Combinations” in the Notes to Consolidated Financial Statements for an additional discussion regarding the acquisition of
GHI.
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Termination of Remaining L oss-Share Agreements

Effective July 27, 2016, we reached an agreement terminating our remaining loss-share agreements with the FDIC. Asaresult, $57.4 million of these
loansincluding their associated discounts previously classified as covered |oans (loans previously covered by FDIC loss-share agreements) migrated to
non-covered loans status during 2016. Under the terms of the agreement, Centennial made a net payment of $6.6 million to the FDIC as consideration for
the early termination of the |oss-share agreements, and all rights and obligations of Centennial and the FDIC under the loss-share agreements, including
the clawback provisions and the settlement of 10ss-share and expense reimbursement claims, have been resolved and terminated. This transaction with
the FDIC created a one-time accel eration of the indemnification asset plus the negotiated settlement for the true-up liability and resulted in a negative
$3.8 million pre-tax financial impact to the third quarter of 2016. It will, however, create a positive financial impact to earnings of approximately $1.5 million
annually on apre-tax basis through the year 2020 as aresult of the one-time accel eration of the indemnification asset amortization.

Future Acquisitions

In our continuing evaluation of our growth plans, we believe properly priced bank acquisitions can complement our organic growth and de novo
branching growth strategies. We anticipate that our principal acquisition focuswill be to continue to expand our presence in Arkansas, Florida and
Alabama and into other contiguous markets through pursuing both non-FDIC-assi sted and FDIC-assisted bank acquisitions. However, as financial
opportunitiesin other market areas arise, we may seek to expand into those areas.

Wewill continue evaluating all types of potential bank acquisitionsto determine what isin the best interest of our Company. Our goal in making
these decisions is to maximize the return to our investors.

Branches

As opportunities arise, we will continue to open new (commonly referred to as de novo) branchesin our current markets and in other attractive
market areas. During 2018, the Company opened branch locationsin Russellville and Jonesboro, Arkansas and aloan production office in Dallas, Texas
which is under the management of Centennial CFG. The Company also opened aloan production office in Chesapeake, Virginiain connection with the
SPF acquisition.

During 2017, the Company acquired atotal of 33 branches through the acquisitions of GHI, BOC and Stonegate. In an effort to achieve efficiencies,
primarily from the Stonegate acquisition, the Company closed 12 Florida locations during the first quarter of 2018.

As of December 31, 2018, we had 159 branch locations. There were 77 branchesin Arkansas, 76 branchesin Florida, five branchesin Alabamaand
one branch in New Y ork City.

Results of Operationsfor the Years Ended December 31, 2018, 2017 and 2016

Our net income increased $165.3 million, or 122.4%, to $300.4 million for the year ended December 31, 2018, from $135.1 million for the same period in
2017. On adiluted earnings per share basis, our earnings were $1.73 per share and $0.89 per share for the years ended December 31, 2018 and 2017,
respectively, representing an increase of $0.84 per share or 94.4% for the year ended 2018 when compared to the previous year. Excluding the $470,000 of
hurricane expense and the $6.0 million of merger expenses, 2018 annual after-tax earnings, as adjusted (non-GAAP), were $305.2 million, an increase of
$100.4 million, or 49.0%, from 2017 annual after-tax earnings, as adjusted (non-GAAP), of $204.8 million (See Table 24 for the non-GAAP tabular
reconciliation). The $100.4 million increase in earnings, as adjusted, includes $49.5 million from tax savings of the TCJA. The remaining $50.9 million
increase in net incomeis primarily associated with additional net income from the 2017 acquisitions, increased profitability of Centennial CFG and the
acquisition of Shore Premier Finance.

Our net income decreased $42.0 million, or 23.7%, to $135.1 million for the year ended December 31, 2017, from $177.1 million for the same period in
2016. On adiluted earnings per share basis, our earnings were $0.89 per share and $1.26 per share for the years ended December 31, 2017 and 2016,
respectively, representing a decrease of $0.37
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per share or 29.37% for the year ended 2017 when compared to the previous year. Excluding the $36.9 million one-time TCJA charge, $33.4 million of
hurricane expense, and $25.7 million of merger expenses associated with the 2017 acquisitions offset by $3.8 million of one-time non-taxable gain on
acquisition, 2017 annual after-tax earnings excluding certain items were $204.8 million, an increase of $27.8 million, or 15.7%, from 2016 annual after-tax
earnings excluding certain items of $177.0 million (See Table 27 for the non-GAAP tabular reconciliation). The $27.8 million increase in earnings excluding
certain itemsis primarily associated with additional net interest income largely resulting from our acquisitions combined with $125.2 million of organic
loan growth plus a decrease in the non-hurricane related provision for loan losses during 2017, growth in non-interest income and the reduced
amortization of the indemnification asset when compared to the same period in 2016. These improvements were partially offset by an increase in the costs
associated with the asset growth plus an increasein interest expense on deposits and an increase in interest expense related to the issuance of

$300 million of subordinated notes during the second quarter of 2017 when compared to the same period in 2016.

Net I nterest Income

Net interest income, our principal source of earnings, isthe difference between the interest income generated by earning assets and the total
interest cost of the deposits and borrowings obtained to fund those assets. Factors affecting the level of net interest income include the volume of
earning assets and interest-bearing liabilities, yields earned on loans and investments and rates paid on deposits and other borrowings, the level of
non-performing loans and the amount of non-interest-bearing liabilities supporting earning assets. Net interest income is analyzed in the discussion and
tables below on afully taxable equivalent basis. The adjustment to convert certain income to afully taxable equivalent basis consists of dividing
tax-exempt income by one minus the combined federal and state income tax rate (26.135% for the year ended December 31, 2018 and 39.225% for years
ended December 31, 2017 and 2016).

The Federal Reserve Board sets various benchmark rates, including the Federal Fundsrate, and thereby influences the general market rates of
interest, including the deposit and loan rates offered by financial institutions. The Federal Funds target rate, which isthe cost to banks of immediately
available overnight funds, has increased 100 basis points since December 31, 2017, and is currently at 2.25% to 2.50%.

Our net interest margin decreased from 4.51% for the year ended December 31, 2017 to 4.42% for the year ended December 31, 2018. Theyield on
loans was 5.95% and 5.71% for the years ended December 31, 2018 and 2017, respectively, as average loans increased from $8.40 hillion to $10.62 billion.
Theincrease in loan balancesis primarily due to the acquisitions we completed during 2017. For the year ended December 31, 2018 and 2017, we
recognized $41.5 million and $35.7 million, respectively, in total net accretion for acquired loans and deposits. The rate on interest-bearing deposits
increased from 0.54% for the year ended December 31, 2017, to 0.99% for the year ended December 31, 2018, with average balances of $6.27 billion and
$8.06 billion, respectively.

Net interest income on afully taxable equivalent basisincreased $102.8 million, or 22.2%, to $566.5 million for the year ended December 31, 2018,
from $463.8 million for the same period in 2017. Thisincrease in net interest income was the result of a $162.8 million increase in interest income combined
with a$60.0 million increase in interest expense. The $162.8 million increase in interest income was primarily the result of a higher level of earning assets
and higher yields on our loans. The higher level of earning assetsresulted in an increase in interest income of $139.0 million. The higher yield was
primarily driven by theincreased |oan production in the higher rate environment as well as the repricing of floating rate loans, which resulted in a
$23.8 millionincrease in interest income as well asincreased |oan accretion income on our historical acquisitions. The $60.0 million increase in interest
expense for the year ended December 31, 2018, is primarily the result of interest-bearing liabilities repricing in arising interest rate environment combined
with ahigher level of our interest-bearing liabilities. The repricing of our interest-bearing liabilitiesin arising interest rate environment resulted in an
approximately $43.3 million increase in interest expense. The higher level of our interest-bearing liabilities resulted in an increase in interest expense of
approximately $16.7 million.

Our net interest margin decreased from 4.81% for the year ended December 31, 2016 to 4.51% for the year ended December 31, 2017. For the year
ended December 31, 2017 and 2016, we recognized $35.7 million and $42.3 million, respectively, in total net accretion for acquired loans and deposits.
Other than the previously mentioned reduction in net accretion income for acquired |oans and deposits, the net interest margin was negatively impacted
by our April 2017 issuance of $300 million of 5.625% fixed-to-floating rate subordinated notes, which added approximately $13.1 million of interest expense
when compared to the same period in 2016, and by our strategic decision to keep excess cash liquidity on the books during 2017.
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Net interest income on afully taxable equivalent basisincreased $49.9 million, or 12.1%, to $463.8 million for the year ended December 31, 2017, from
$413.9 million for the same period in 2016. Thisincreasein net interest income was the result of an $83.6 million increase in interest income combined with
a$33.8 millionincreasein interest expense. The $83.6 million increase in interest income was primarily the result of ahigher level of earning assets offset
by lower yields on our loans. The higher level of earning assets resulted in an increase in interest income of $84.9 million. The lower yield was primarily
driven by the decline of loan accretion income on our historical acquisitions offset by increased loan production in the higher rate environment, which
resulted in a$1.3 million decrease in interest income. The $33.8 million increase in interest expense for the year ended December 31, 2017, is primarily the
result of an increasein interest-bearing liabilities repricing in arising interest rate environment combined with a higher level of our interest-bearing
liabilities. The repricing of our interest-bearing liabilitiesin arising interest rate environment resulted in an approximately $22.0 million increase in interest

expense. The higher level of our interest-bearing liabilities, primarily subordinated debentures, resulted in an increase in interest expense of approximately
$11.8 million.

Net interest margin, on afully taxable equivalent basis, was 4.42% for the year ended December 31, 2018, compared to 4.51% and 4.81% for the same
periodsin 2017 and 2016, respectively. The non-GAAP margin excluding accretion income was 4.05%, 4.12% and 4.26% for the years ended December 31,
2018, 2017 and 2016, respectively.

Additional information and analysis for our net interest margin can be found in Tables 24 through 26 of our Non-GAAP Financial M easurements
section of this“Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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Tables 2 and 3 reflect an analysis of net interest income on afully taxable equivalent basis for the years ended December 31, 2018, 2017 and 2016, as
well as changesin fully taxable equivalent net interest margin for the years 2018 compared to 2017 and 2017 compared to 2016.

Table2: Analysisof Net Interest Income

Y ears Ended December 31,

2018 2017 2016
(Dollarsin thousands)
Interest income $685,368 $520,251 $436,537
Fully taxable equivalent adjustment 5,513 7,856 7,924
Interest income — fully taxable equivalent 690,881 528,107 444,461
Interest expense 124,355 64,346 30,579
Net interest income — fully taxable equivalent $566,526 $463,761 $413,882
Yield on earning assets — fully taxable equivalent 5.39% 5.14% 517%
Cost of interest-bearing liabilities 1.27 0.82 0.46
Net interest spread — fully taxable equivalent 412 432 471
Net interest margin — fully taxable equivalent 4.42 451 481

Table 3: Changesin Fully Taxable Equivalent Net Interest Margin

December 31,

2018 vs. 2017 vs.
2017 2016
(In thousands)
Increase (decrease) in interest income due to change in earning assets $139,008 $ 84,906
Increase (decrease) in interest income due to change in earning asset yields 23,766 (1,260)
(Increase) decrease in interest expense due to change in interest-bearing liabilities (16,700) (11,752
(Increase) decrease in interest expense due to change in interest rates paid on interest-
bearing liabilities (43,309) (22,015)
Increase (decrease) in net interest income $102,765 $ 49,879

Table 4 shows, for each major category of earning assets and interest-bearing liabilities, the average amount outstanding, the interest income or
expense on that amount and the average rate earned or expensed for the years ended December 31, 2018, 2017 and 2016. The table also showsthe average
rate earned on all earning assets, the average rate expensed on all interest-bearing liabilities, the net interest spread and the net interest margin for the
same periods. The analysisis presented on afully taxable equivalent basis. Non-accrual loans were included in average loans for the purpose of
calculating the rate earned on total |oans.
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Table 4: Average Balance Sheetsand Net I nterest Income Analysis

Years Ended December 31,

2018 2017 2016
Average Income/ Yield/ Average Income/ Yield/ Average Income/ Yield/
Balance Expense Rate Balance Expense Rate Balance Expense Rate
(Dollarsin thousands)
ASSETS
Earnings assets
Interest-bearing balancesduefrombanks $ 265071 $ 4,649 175% $ 220231 $ 2,309 105% $ 117,022 $ 471 0.40%
Federal funds sold 2,876 33 1.15 6,308 10 0.16 1,764 9 0.51
Investment securities — taxable 1,542,188 36,833 2.39 1,300,384 26,776 2.06 1,161,428 21,246 1.83
Investment securities — non-taxable 386,790 17,434 451 348,865 19,411 5.56 337,318 18,598 551
Loans receivable 10,618,796 631,932 5.95 8,403,154 479,601 571 6,986,759 404,137 5.78
Total interest-earning assets 12,815,721  $690,881 5.39 10,278,942  $528,107 5.14 8,604,291  $444,461 5.17
Non-earning assets 1,751,492 1,220,163 964,562
Total assets $14,567,213 $11,499,105 $9,568,853
LIABILITIESAND SHAREHOLDERS EQUITY
Liabilities
Interest-bearing liabilities
Savings and interest-bearing transaction
accounts $ 6,418,186 $ 58,199 091% $ 4823626 $ 23,176 048% $3,717,880 $ 8,978 0.24%
Time deposits 1,645,986 21,390 1.30 1,444,828 10,601 0.73 1,362,680 6,948 0.51
Total interest-bearing deposits 8,064,172 79,589 0.99 6,268,454 33,777 0.54 5,080,560 15,926 0.31
Federal funds purchased 31 1 3.23 7 1 1.30 255 2 0.78
Securities sold under agreement to
repurchase 148,327 1,822 123 134,689 918 0.68 120,576 574 0.48
FHLB borrowed funds 1,180,897 22,354 1.89 1,117,817 14,513 1.30 1,376,364 12,484 0.91
Subordinated debentures 368,409 20,589 5.59 285,733 15,137 5.30 60,826 1,593 2.62
Total interest-bearing liabilities 9,761,836 124,355 1.27 7,806,770 64,346 0.82 6,638,581 30,579 0.46
Non-interest-bearing liabilities
Non-interest-bearing deposits 2,464,024 2,005,632 1,619,128
Other liabilities 60,298 45,425 53,218
Total liabilities 12,286,158 9,857,827 8,310,927
Stockholders' equity 2,281,055 1,641,278 1,257,926
Total liabilities and stockholders’
equity $14,567,213 $11,499,105 $9,568,853
Net interest spread 4.12% 4.32% 4.71%
Net interest income and margin $566,526 4.42 $463,761 451 $413,882 4.81
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Table 5 shows changesin interest income and interest expense resulting from changes in volume and changes in interest rates for the year ended
December 31, 2018 compared to 2017 and 2017 compared to 2016 on afully taxable basis. The changesin interest rate and volume have been all ocated to
changes in average volume and changesin average rates, in proportion to the relationship of absolute dollar amounts of the changesin rates and volume.

Table5: Volume/Rate Analysis

Y ears Ended December 31,

2018 over 2017 2017 over 2016
Yield Yield
Volume /Rate Total Volume /Rate Total

(In thousands)
Increase (decrease) in:

Interest income:
I nterest-bearing balances due from banks $§ 543 ¢ 1797 $ 2340 $ 651 $ 1,187 $ 1,838
Federal funds sold (8) 31 23 10 9 1
Investment securities — taxable 5,407 4,650 10,057 2,698 2,832 5,530
Investment securities— non-taxable 1,964 (3,941) (1,977) 641 172 813
Loansreceivable 131,102 21,229 152331 80,906 (5442) 75464
Total interest income 139,008 23,766 162,774 84,906 (1,260) 83,646

I nterest expense:
Interest-bearing transaction and savings deposits 9,506 25,517 35,023 3,281 10,917 14,198
Time deposits 1,650 9,139 10,789 411 3,212 3,653
Federal funds purchased — — — — Q) Q)
Securities sold under agreement to repurchase 101 803 904 73 271 344
FHLB borrowed funds 860 6,981 7,841 (2,652) 4,681 2,029
Subordinated debentures 4,583 869 5,452 10,609 2935 13544
Total interest expense 16,700 43,309 60,009 11,752 22,015 33,767

Increase (decrease) in net interest income $122,308 $(19,543) $102,765 $73154 $(23,275) $49,879

Provision for Loan Losses

Our management assesses the adequacy of the allowance for loan losses by applying the provisions of FASB ASC 310-10-35. Specific allocations
are determined for loans considered to be impaired and loss factors are assigned to the remainder of the loan portfolio to determine an appropriate level in
the allowance for |oan losses. The allowance isincreased, as necessary, by making a provision for loan losses. The specific allocations for impaired |oans
are assigned based on an estimated net realizable val ue after athorough review of the credit relationship. The potential |oss factors associated with the
remainder of the loan portfolio are based on an internal net |oss experience, as well as management’s review of trends within the portfolio and related
industries.

While general economic trends have continued to improve, we cannot be certain that the current economic conditions will continue in the future.
Recent and ongoing events at the national and international levels can create uncertainty in the financial markets. Despite these economic uncertainties,
we continue to follow our historically conservative procedures for lending and eval uating the provision and allowance for loan losses. Our practice
continuesto be primarily traditional real estate lending with strong loan-to-value ratios.

Generally, commercial, commercial real estate, and residential real estate loans are assigned alevel of risk at origination. Thereafter, theseloans are
reviewed on aregular basis. The periodic reviews generally include loan payment and collateral status, the borrowers' financial data, and key ratios such
as cash flows, operating income, liquidity, and leverage. A material change in the borrower’s credit analysis can result in an increase or decrease in the
loan’s assigned risk grade. Aggregate dollar volume by risk grade is monitored on an on-going basis.
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Our management reviews certain key loan quality indicators on amonthly basis, including current economic conditions, delinquency trends and
ratios, portfolio mix changes, and other information management deems necessary. This review process provides a degree of objective measurement that
isused in conjunction with periodic internal evaluations. To the extent that this review process yields differences between estimated and actual observed
losses, adjustments are made to the loss factors used to determine the appropriate level of the allowance for loan |osses.

Our Company isprimarily areal estate lender in the markets we serve. As such, we are subject to declinesin asset quality when real estate prices
fall. Therecession in the | atter years of the last decade harshly impacted the real estate market in Florida. The economic conditionsin virtually every asset
class, particularly in our Florida markets, have improved in recent years. Our Arkansas markets' economies remained relatively stable during and after the
recession with no significant boom or bust.

The provision for loan |osses represents management’ s determination of the amount necessary to be charged against the current period’s earnings,
to maintain the allowance for loan losses at alevel that is considered adequate in relation to the estimated risk inherent in the loan portfolio.

In 2017, the Company established a $32.9 million storm-related provision for loans affected by Hurricane Irma. The $32.9 million of storm-rel ated
provision for loan losses was cal culated by taking a5.0% allocation on the loans in the Florida Key loans receivabl e balances, a’5.0% allocation on
specific large loans located in the path of the hurricane on the mainland of Florida, and a0.75% allocation on balances in the remaining counties within
the FEMA-designated disaster areas. As of December 31, 2018, $2.5 million in charge-offs had been taken against the storm-related allowance for loan
losses. As aresult, management reeval uated the storm-related allowance for Hurricane Irma. Based on this analysis, management determined a $2.9 million
storm-related allowance was still necessary. This amount was cal culated by assigning a 0.10% to 0.35% allocation on the loansin the impacted counties,
with the counties most heavily impacted receiving the 0.35% all ocation. During the fourth quarter of 2018, Hurricane Michael made landfall in the Florida
Panhandle as a Category 4 hurricane. Due to this event, the Company’s management performed an analysis on the loans with collateral in the impacted
counties in the Florida Panhandle. Based on this analysis, management determined a $20.4 million storm-related provision was necessary. This amount
was cal cul ated by taking a 1.0% to 6.0% allocation on the loans in the impacted counties. The counties that experienced the most damage were assigned a
6.0% allocation. After establishing the storm-related provision for Hurricane Michael and adjusting the allowance for Hurricane Irma, the storm-rel ated
allowance was $23.3 million for the year ended December 31, 2018.

There was $4.3 million, $44.3 million and $18.6 million provision loan losses for years ended December 31, 2018, 2017 and 2016, respectively.
Excluding $32.9 million of additional provision for loan losses related to Hurricane Irma during 2017, we experienced a $7.0 million decrease in the
provision for loan losses during 2018 versus 2017. This $7.0 million decreaseis primarily aresult of lower net charge-offs and continued strong asset
quality.

Excluding $32.9 million of additional provision for loan losses related to Hurricane Irmaduring 2017 and the reduced provision for loan losses as a
result of asignificant loan recovery during 2016, we experienced a$12.3 million decrease in the provision for loan losses during 2017 versus the 2016. This
$12.3 million decreaseis primarily aresult of lower organic loan growth versus 2016.

Based upon current accounting guidance, the allowance for loan losses is not carried over in an acquisition. As aresult, none of the acquired loans
had any allocation of the allowance for |oan losses at merger date. Thisistheresult of all purchased loans being recorded at fair value in accordance with
the fair value methodol ogy prescribed in ASC Topic 820. However, as the acquired loans pay off or renew and the acquired footprint originates new loan
production, it is necessary to establish an allowance which represents an amount that, in management’sjudgment, will be adeguate to absorb credit
losses. The alowance for loan loss methodology for all originated loans as disclosed in Note 1 to the Notes to Consolidated Financial Statements was
used for these loans. Our current or historical provision levels should not be relied upon as a predictor or indicator of future levels going forward.
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Non-Interest Income

Total non-interest income was $102.8 million in 2018, compared to $99.6 million in 2017 and $87.1 million in 2016. Our recurring non-interest income
includes service charges on deposit accounts, other service charges and fees, trust fees, mortgage lending, insurance, increase in cash value of life
insurance and dividends.

Table 6 measures the various components of our non-interest income for the years ended December 31, 2018, 2017, and 2016, respectively, aswell
as changesfor the years 2018 compared to 2017 and 2017 compared to 2016.

Table6: Non-Interest Income

Years Ended December 31, 2018 Change 2017 Change
2018 2017 2016 from 2017 from 2016
(Dollarsin thousands)
Service charges on deposit accounts $ 26851 $24922 $25049 $1,929 77% $ (127) (0.5)%
Other service charges and fees 36,591 36,127 30,200 464 13 5,927 19.6
Trust fees 1,552 1,678 1,457 (126) (7.5) 221 15.2
Mortgage lending income 12,379 13,286 14,399 (907) (6.8) (1,113) (7.7)
I nsurance commissions 2,110 1,948 2,296 162 8.3 (348) (15.2)
Increase in cash value of lifeinsurance 2,856 1,989 1,412 867 43.6 577 40.9
Dividends from FHLB, FRB, First National Bankers Bank & other 5,757 3,485 3,091 2,272 65.2 394 12.7
Gain on acquisitions — 3,807 — (3,807)  (100.0) 3,807 100.0
Gain on sale of SBA loans 566 738 1,088 172 (23.3) (350) (32.2)
Gain (loss) on sale of branches, equipment and other assets, net (120) (960) 700 840 875 (1,660) (237.1)
Gain (loss) on OREO, net 2,401 1,025 (554) 1,376 134.2 1,579 285.0
Gain (loss) on securities, net — 2,132 669 (2132)  (100.0) 1,463 218.7
FDIC indemnification
accretion/(amortization), net — — (772) — — 772 (100.0)
Other income 11,889 9,459 8,016 2,430 257 1,443 18.0
Total non-interest income $102,832 $99,636  $87,051 $3,196 32% $12,585 14.5%

Non-interest income increased $3.2 million, or 3.2%, to $102.8 million for the year ended December 31, 2018 from $99.6 million for the same period in
2017. Non-interest income excluding gain on acquisitionsincreased $7.0 million, or 7.3%, to $102.8 million for the year ended December 31, 2018 from
$95.8 million for the same period in 2017.

Excluding gain on acquisitions, the primary factors that resulted in the increase from December 31, 2017 to December 31, 2018 were changes rel ated
to service charges on deposit accounts, dividends from FHLB, FRB, First National Bankers' Bank & other, net gain on OREO, net gain on securities, and
other income.

Additional detailsfor the year ended December 31, 2018 on some of the more significant changes are asfollows:

+  The$1.9 millionincrease in service charges on deposit accountsis primarily related to an increase in overdraft fees due to additional volume,
the acquisition of Stonegate during the third quarter of 2017 and improved pricing.

*  The$464,000 increase in other service charges and feesis primarily from the acquisition of Stonegate during the third quarter of 2017 and
additional exit fees from Centennial CFG |oan payoffs during the third and fourth quarter of 2018 which were partially offset by areductionin
feeincome as a result of the Company being subject to interchange fee restrictions from the Durbin Amendment, which began during the
third quarter of 2018.

*  The$2.3 millionincreasein dividends from FHLB, FRB, First National Bankers Bank & other is primarily associated with higher dividend
income from Federal Reserve and FHLB stock aswell asincreased dividend income from other equity investments, which isrelated to an
increased investment balance and improved dividend rate.
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The $3.8 million decrease in gain on acquisitionsis aresult of no bargain purchase gain being recorded during 2018. During the first quarter
of 2017, we acquired BOC and recorded a $3.8 million bargain purchase gain on this acquisition.

The $1.4 million increasein gain (loss) on OREO is primarily related to realizing additional gains on sale from OREO properties during 2018
and no reval uation expense for 2018 compared to $636,000 incurred during 2017.

The $2.1 million decrease in gain (loss) on securities, net, isaresult of no AFS or HTM Securities being sold during 2018 compared to 2017.

Other income includes loan recoveries of $4.1 million on purchased loans, $2.6 million of brokerage fee income, $1.6 million of rental income,
$499,000 of income related to the fair value adjustment of equity securities and $3.1 million of miscellaneous income.

We exceeded $10 billion in assets during the first quarter of 2017 and became subject to the Durbin Amendment to the Dodd-Frank Act interchange
feerestrictions beginning in the third quarter of 2018. The Durbin Amendment negatively impacts debit card and ATM fees beginning in the second half
of 2018. During the third and fourth quarters of 2018, we collected $6.6 million in debit card interchange fees, which was approximately $5.3 million lower
from debit interchange fees of $11.9 million collected during the third and fourth quarter of 2017.

Excluding gain on acquisitions, the primary factors that resulted in the increase from December 31, 2016 to December 31, 2017 were changes rel ated
to other service charges and fees, mortgage lending, net 10ss on branches, equipment and other assets, net gain on OREO, net gain on securities, and
amortization on our former FDIC indemnification asset and other income.

Additional detailsfor the year ended December 31, 2017 on some of the more significant changes are asfollows:

The $5.9 million increase in other service charges and feesis primarily from our 2017 acquisitions plus additional loan payoff fees generated
by Centennial CFG and approximately $1.3 million of MasterCard incentive income received during 2017.

The $1.7 million decrease in gain (loss) on branches, equipment and other assets, net, is primarily related to net losses on eleven vacant
properties from closed branches during 2017 combined with net gains on four vacant properties during 2016 plus again on the sale of apiece
of software during the second quarter of 2016.

The $1.6 millionincreasein gain (loss) on OREO is primarily related to realizing gains on sale from OREO properties during 2017 versus the
revaluation of seven OREO properties during 2016.

The $1.5 millionincrease in gain (loss) on securities, net, isaresult of a strategic decision to recognize the gains on sales of investment
securities when compared to the same period in 2016.

The $1.1 million decrease in mortgage lending income is primarily the result of lower organic loan growth versus 2016 combined with the
effects of Hurricane Irma during September 2017 when compared to the same period in 2016. The disruption from the hurricane resulted in
very little mortgage processing for nearly atwo-week period during the third quarter of 2017.

The $772,000 increase in FDIC indemnification accretion/amortization, net, is aresult of the buy-out of the FDIC loss share portfolio during
the third quarter of 2016.

Other income includes loan recoveries of $2.1 million on purchased loans and $3.0 million of investment brokerage fees.
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Non-Interest Expense

Non-interest expense consists of salaries and employee benefits, occupancy and equipment, data processing, and other expenses such as
advertising, merger and acquisition expenses, amortization of intangibles, el ectronic banking expense, FDIC and state assessment, insurance, legal and
accounting fees and other professional fees.

Table 7 below setsforth a summary of non-interest expense for the years ended December 31, 2018, 2017, and 2016, as well as changes for the years
ended 2018 compared to 2017 and 2017 compared to 2016.

Table 7: Non-Interest Expense

Years Ended December 31, 2018 Change 2017 Change
2018 2017 2016 from 2017 from 2016
(Dollarsin thousands)
Salaries and employee benefits $143545 $119,369 $101,962 $ 24,176 20.3% $17,407 17.1%
Occupancy and equipment 33,960 30,055 26,129 3,905 13.0 3,926 15.0
Data processing expense 14,428 11,998 10,499 2,430 20.3 1,499 14.3
Other operating expenses:
Advertising 4,472 3,203 3,332 1269 396 (129) (3.9
Merger and acquisition expenses 6,013 25,743 433  (19,730) (76.6) 25310 100.0
FDIC loss share buy-out expense — — 3,849 — — (3,849) (100.0)
Amortization of intangibles 6,455 4,207 3,132 2,248 534 1,075 34.3
Electronic banking expense 7,622 6,662 5,742 %0 144 920 16.0
Directors fees 1,281 1,259 1,150 22 17 109 9.5
Due from bank service charges 1,003 1,602 1,354 (599) (37.4) 248 18.3
FDIC and state assessment 8,558 5,239 5,491 3319 634 (252) (4.6)
Hurricane expense 470 556 — (86) (15.5) 556  100.0
Insurance 3,100 2,512 2,193 588 234 319 145
Legal and accounting 3,548 2,993 2,206 555 185 787 35.7
Other professional fees 6,453 5,359 4,049 1094 204 1,310 324
Operating supplies 2,222 1,978 1,758 244 123 220 125
Postage 1,303 1,184 1,084 119 101 100 9.2
Telephone 1,405 1,374 1,751 31 2.3 (377) (215)
Other expense 18,165 14915 15641 3250 218 (726) (4.6)
Total non-interest expense $264,003 $240,208 $191,755 $ 23,795 9.9% $48,453 25.3%

Non-interest expense, excluding merger expenses, increased $43.5 million, or 20.3%, to $258.0 million for the year ended December 31, 2018, from
$214.5 million for the same period in 2017. Non-interest expense, excluding merger expenses and FDIC loss share buy-out expense, was $214.5 million for
the year ended December 31, 2017 compared to $187.5 million for the same period in 2016.

The change in non-interest expense for 2018 when compared to 2017 is primarily related to the completion of our acquisitions during 2017, the
normal increased cost of doing business and additional costs associated with Centennial CFG.

Included within salary and employee benefits expense is approximately $1.5 million of additional expense related to performance based restricted
stock and stock options granted during the third quarter of 2018 under the Company’s “HOMB $2.00" performance incentive program (“HOMB $2.00").
During the third quarter of 2018, the Company granted 1,452,000 stock options and 843,500 shares of restricted stock to certain employees under HOMB
$2.00.
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Centennia CFG incurred $24.4 million of non-interest expense during the year ended December 31, 2018, respectively, compared to $18.6 million of
non-interest expense during the year ended December 31, 2017, respectively. While the cost of doing businessin New Y ork City, Los Angeles and Dallas
issignificantly higher than our Arkansas, Floridaand Alabama markets, we are still committed to cost-saving measures while achieving our goals of
growing the Company.

The change in non-interest expense for 2017 excluding merger expenses and FDIC loss share buy-out expense when compared to 2016 is primarily
related to the completion of our acquisitions, the normal increased cost of doing business and Centennial CFG.

Income Taxes

Income tax expense decreased $40.9 million, or 30.1%, to $95.1 million for the year ended December 31, 2018, from $136.0 million for 2017. Theincome
tax expense increased $30.5 million, or 28.9%, to $136.0 million for the year ended December 31, 2017, from $105.5 million for 2016. The effective tax rate for
the years ended December 31, 2018, 2017 and 2016 were 24.05%, 50.17% and 37.33%, respectively. Since January 1, 2018, the Company has benefited from
alower margina tax rate of 26.135% from 39.225% in previous years.

In December 2017, President Trump signed into law the TCJA which lowered the Company’s federal corporate tax rate of 35.0% to 21.0%. Asa
result, the Company was required to revalue its deferred tax assets and deferred tax liabilities to account for the future impact of lower corporate tax rates
on these deferred amounts, which resulted in a one-time write-down of $36.9 million. Thisresulted in adilution to tangible book value of $0.21 per share
as of December 31, 2017. The one-time write-down resulted in an approximately nine month earn back for the dilution to tangible book value.

Financial Condition asof and for the Years Ended December 31, 2018 and 2017

Our total assets as of December 31, 2018 increased $852.7 million to $15.30 billion from the $14.45 billion reported as of December 31, 2017. Our loan
portfolio increased $740.7 million to $11.07 billion as of December 31, 2018, from $10.33 billion as of December 31, 2017. Thisincreaseisaresult of
$376.2 million in loans acquired in the SPF acquisition and $364.5 million in organic loan growth. Stockholders' equity increased $145.6 million to
$2.35 hillion as of December 31, 2018, compared to $2.20 billion as of December 31, 2017. The increase in stockholders' equity is primarily associated with
the $221.5 million increase in retained earnings and the issuance of $28.2 million in stock as a part of the acquisition of Shore Premier Finance offset by a
$10.4 million change in accumul ated other comprehensive income and the repurchase of $104.3 million of our common stock during 2018, which includes
the repurchase of the sharesissued as part of the acquisition of the Shore Premier Finance. The improvement in stockholders’ equity for 2018 was 6.6%.

Our total assets as of December 31, 2017 increased $4.64 billion to $14.45 billion from the $9.81 billion reported as of December 31, 2016. Our loan
portfolio increased $2.94 billion to $10.33 hillion as of December 31, 2017, from $7.39 billion as of December 31, 2016. Thisincreaseis primarily aresult of
our acquisitions since December 31, 2016. Stockholders' equity increased $876.8 million to $2.20 billion as of December 31, 2017, compared to $1.33 hillion
as of December 31, 2016. Theincrease in stockholders' equity is primarily associated with the $77.5 million and $742.3 million of common stock issued to
the GHI and Stonegate sharehol ders, respectively, plusthe $74.7 million increase in retained earnings offset by $3.8 million of comprehensive loss and the
repurchase of $20.8 million of our common stock during 2017. The improvement in stockholders’ equity for 2017, excluding the $77.5 million and
$742.3 million of common stock issued to the GHI and Stonegate shareholders, respectively, was 4.3%.
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L oan Portfolio

Our loan portfolio averaged $10.6 hillion and $8.40 billion during the years ended December 31, 2018 and 2017, respectively. Loans receivable were
$11.07 billion as of December 31, 2018 compared to $10.33 billion as of December 31, 2017, which is an increase of $740.7 million, or 7.17%.

During 2018, the Company acquired $376.2 million of loans receivable, net of purchase accounting discounts. Excluding the $376.2 million of
acquired loans during 2018, loans receivable were $10.70 hillion as of December 31, 2018 compared to $10.33 billion as of December 31, 2017, whichis
$364.5 million of organic loan growth, or a 3.53% increase. Centennial CFG produced $115.6 million of net organic loan growth during 2018 while the
legacy footprint produced $248.9 million of organic loan growth. Centennial CFG had total loans of $1.55 billion at December 31, 2018.

During 2017, the Company acquired $2.82 billion of loans, net of purchase accounting discounts. Excluding the $2.82 billion of acquired loans
during 2017, loans receivable were $7.51 billion as of December 31, 2017 compared to $7.39 billion as of December 31, 2016, which is $125.2 million of
organic loan growth, or a1.69% increase. Centennial CFG produced $295.5 million of net organic loan growth during 2017 while the legacy and Stonegate
footprints experienced significant net payoffs during 2017, resulting in a net decline of $153.9 million and $16.5 million, respectively. Centennial CFG had
total loans of $1.44 billion at December 31, 2017.

During 2016, we reached an agreement terminating our remaining loss-share agreements with the FDIC. Asaresult, $57.4 million of these loans
including their associated discounts previously classified as covered |oans migrated to non-covered loans status during 2016.

The most significant components of the loan portfolio were commercial real estate, residential real estate, consumer and commercial and industrial
loans. Theseloans are generally secured by residential or commercial real estate or business or personal property. Although these loans are primarily
originated within our franchises in Arkansas, Florida, South Alabama and Centennial CFG, the property securing these loans may not physically be
located within our market areas of Arkansas, Florida, Alabamaand New Y ork. L oans receivable were approximately $3.72 hillion, $5.15 hillion,
$228.1 million, $427.7 million and $1.55 billion as of December 31, 2018 in Arkansas, Florida, Alabama, SPF and Centennial CFG, respectively.

As of December 31, 2018, we had $544.6 million of construction/land development loans which were collateralized by land. This consisted of
$282.1 million for raw land and $262.5 million for land with commercial and/or residential lots.
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Table 8 presents our |oans receivable balances by category as of December 31, 2018, 2017, 2016, 2015, and 2014.

Table 8: Loans Receivable

As of December 31,
2018 2017 2016 2015 2014
(In thousands)

Real estate:
Commercial rea estate loans:
Non-farm/non-residential $ 4,806,684 $ 4,600,117 $3,153,121 $2,968,335 $2,081,869
Construction/land development 1,546,035 1,700,491 1,135,843 944,787 740,085
Agricultura 76,433 82,229 77,736 75,027 73,154
Residential real estate loans:
Residential 1-4 family 1,975,586 1,970,311 1,356,136 1,190,279 1,051,299
Multifamily residential 560,475 441,303 340,926 430,256 258,839
Total rea estate 8,965,213 8,794,451 6,063,762 5,608,684 4,205,246
Consumer 443,105 46,148 41,745 52,258 56,736
Commercia and industrial 1,476,331 1,297,397 1,123,213 850,587 678,775
Agricultura 48,562 49,815 74,673 67,109 48,833
Other 138,668 143,377 84,306 62,933 67,912
Total loansreceivable $11,071,879  $10,331,188 $7,387,699 $6,641571  $5,057,502

As of December 31, 2018, 2017 and 2016 we had no covered loan balances. As of December 31, 2015 and 2014, we had covered |oan bal ances of
$62.2 million and $240.2 million, respectively.

Commercial Real Estate Loans. We originate non-farm and non-residential loans (primarily secured by commercial real estate), construction/land
development loans, and agricultural loans, which are generally secured by real estate located in our market areas. Our commercial mortgage loans are
generally collateralized by first liens on real estate and amortized (where defined) over a 15 to 30 year-period with balloon payments due at the end of one
tofiveyears. Theseloans are generally underwritten by assessing cash flow (debt service coverage), primary and secondary source of repayment, the
financial strength of any guarantor, the strength of the tenant (if any), the borrower’sliquidity and leverage, management experience, ownership
structure, economic conditions and industry specific trends and collateral. Generally, we will loan up to 85% of the value of improved property, 65% of
the value of raw land and 75% of the value of land to be acquired and developed. A first lien on the property and assignment of leaseisrequired if the
collateral isrental property, with second lien positions considered on a case-by-case basis.

As of December 31, 2018, commercia real estate loans totaled $6.43 billion, or 58.1% of loans receivable, as compared to $6.38 hillion, or 61.8% of
loans receivable, as of December 31, 2017. Commercial real estate loans originated in our Arkansas, Florida, Alabama, SPF and Centennial CFG markets
were $2.11 hillion, $3.21 hbillion, $119.4 million, zero and $993.4 million at December 31, 2018, respectively.

Residential Real Estate Loans. We originate one to four family, residential mortgage loans generally secured by property located in our primary
market areas. Approximately 30.2% and 58.7% of our residential mortgage loans consist of owner occupied 1-4 family properties and non-owner occupied
1-4 family properties (rental), respectively, as of December 31, 2018, with the remaining 11.1% relating to condos and mobile homes. Residential real estate
loans generally have aloan-to-valueratio of up to 90%. These loans are underwritten by giving consideration to many factors including the borrower’s
ability to pay, stability of employment or source of income, debt-to-incomeratio, credit history and loan-to-value ratio.

Asof December 31, 2018, residential real estate |oans totaled $2.54 hillion, or 22.9%, of loans receivable, compared to $2.41 billion, or 23.3% of loans
receivable, as of December 31, 2017. Residential real estate loans originated in our franchisesin our Arkansas, Florida, Alabama, SPF and Centennial CFG
markets were $931.4 million, $1.36 billion, $71.5 million, zero and $171.0 million at December 31, 2018, respectively.
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Consumer Loans. Our consumer loans are composed of secured and unsecured |oans originated by our bank, the primary portion of which consists
of loans to finance USCG registered high-end sail and power boats as aresult of our acquisition of SPF on June 30, 2018. The performance of consumer
loans will be affected by the local and regional economies aswell as the rates of personal bankruptcies, job loss, divorce and other individual-specific
characteristics.

As of December 31, 2018, consumer loans totaled $443.1 million, or 4.0% of loans receivable, compared to $46.2 million, or 0.4% of loans receivable,
as of December 31, 2017. Consumer loans originated in our Arkansas, Florida, Alabama, SPF and Centennial CFG markets were $31.0 million, $18.8 million,
$1.0 million, $392.4 million and zero at December 31, 2018, respectively. Including the effects of the purchase accounting adjustments, we acquired
approximately $366.0 million of consumer loans, as of acquisition date from our 2018 acquisition.

Commercial and Industrial Loans. Commercial and industrial |oans are made for avariety of business purposes, including working capital,
inventory, equipment and capital expansion. The termsfor commercial |oans are generally one to seven years. Commercial |oan applications must be
supported by current financial information on the borrower and, where appropriate, by adequate collateral. Commercial loans are generally underwritten
by addressing cash flow (debt service coverage), primary and secondary sources of repayment, the financial strength of any guarantor, the borrower’s
liquidity and leverage, management experience, ownership structure, economic conditions and industry specific trends and collateral. The loan to value
ratio depends on the type of collateral. Generally speaking, accounts receivable are financed at between 50% and 80% of accounts receivable less than 60
days past due. Inventory financing will range between 50% and 80% (with no work in process) depending on the borrower and nature of inventory. We
require afirst lien position for those loans.

Asof December 31, 2018, commercial and industrial loans totaled $1.48 billion, or 13.3% of loans receivable, which compares to $1.30 hillion, or
12.6% of loans receivable, as of December 31, 2017. Commercial and industrial loans originated in our Arkansas, Florida, Alabama, SPF and Centennial
CFG markets were $553.6 million, $470.9 million, $34.8 million, $35.3 million and $381.8 million at December 31, 2018, respectively. Including the effects of
the purchase accounting adjustments, we acquired approximately $10.2 million of commercial and industrial loans, as of acquisition date, from our 2018
acquisition.

Agricultural Loans. Agricultural loansinclude loans for financing agricultural production, including loans to businesses or individuals engaged in
the production of timber, poultry, livestock or crops and are not categorized as part of real estate loans. Our agricultural |oans are generally secured by
farm machinery, livestock, crops, vehicles or other agricultural-related collateral. A portion of our portfolio of agricultural loansis comprised of loansto
individuals which would normally be characterized as consumer loans except for the fact that the individual borrowers are primarily engaged in the
production of timber, poultry, livestock or crops.

As of December 31, 2018, agricultural loans totaled $48.6 million, or 0.4% of loans receivable, compared to the $49.8 million, or 0.5% of loans
receivable as of December 31, 2017. Agricultural loans originated in our Arkansas, Florida, Alabama, SPF and Centennial CFG markets were $37.4 million,
$11.0 million, $100,000, zero and zero at December 31, 2018, respectively.

Table 9 presents the distribution of the maturity of our total loans as of December 31, 2018. The table also presents the portion of our loans that
have fixed interest rates and interest rates that fluctuate over the life of the loans based on changes in the interest rate environment.
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The loans acquired during our acquisitions accrete interest income through accretion of the difference between the carrying amount of the loans
and the expected cash flows. Increases in the credit quality or cash flows of loans (reflected as an adjustment to yield and accreted into income over the
weighted-average life of the loans).

Table 9: Maturity of Loans

Over One
Y ear
One Year or Through Over Five
L ess Five Years Years Total
(In thousands)
Real estate:
Commercial real estate loans
Non-farm/non-residential $ 841,647 $2,246,292 $1,718,745 $ 4,806,684
Construction/land devel opment 814,097 602,575 129,363 1,546,035
Agricultural 14,091 43,108 19,234 76,433
Residential real estate loans
Residential 1-4 family 303,014 643,190 1,029,382 1,975,586
Multifamily residential 38,892 298,285 223,298 560,475
Total real estate 2,011,741 3,833,450 3,120,022 8,965,213
Consumer 11,267 37,040 394,798 443,105
Commercia and industrial 462,530 694,150 319,651 1,476,331
Agricultural 14,603 23,694 10,265 48,562
Other 3,715 40,333 94,620 138,668
Total loansreceivable $ 2,503,856 $4,628,667 $3,939,356 $11,071,879
Fixed interest rates $ 1,276,303 $3,044,282 $1,258,701 $ 5,579,286
Floating interest rates 1,188,391 1,515,959 2,646,703 5,351,053
Purchased credit impaired loans 39,162 68,426 33,952 141,540
Total loans receivable $ 2,503,856 $4,628,667 $3,939,356 $11,071,879

Non-Performing Assets

We classify our problem loans into three categories: past due loans, special mention loans and classified |oans (accruing and non-accruing).

When management determines that aloan is no longer performing, and that collection of interest appears doubtful, theloan is placed on
non-accrual status. Loansthat are 90 days past due are placed on non-accrual status unless they are adequately secured and there is reasonable
assurance of full collection of both principal and interest. Our management closely monitors all loans that are contractually 90 days past due, treated as
“special mention” or otherwise classified or on non-accrual status.

We have purchased |oans with deteriorated credit quality in our December 31, 2018 financial statements as aresult of our historical acquisitions.
The credit metrics most heavily impacted by our acquisitions of acquired loans with deteriorated credit quality were the following credit quality indicators
listed in Table 10 below:

* Allowancefor loan losses to non-performing loans;
*  Non-performing loans to total loans; and

*  Non-performing assets to total assets.

On the date of acquisition, acquired credit-impaired loans areinitially recognized at fair value, which incorporates the present value of amounts
estimated to be collectible. Asaresult of the application of thisaccounting methodology, certain credit-related ratios, including those referenced above,
may not necessarily be directly comparable with periods prior to the acquisition of the credit-impaired |oans and non-performing assets, or comparable
with other institutions.
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Table 10 sets forth information with respect to our non-performing assets as of December 31, 2018, 2017, 2016, 2015, and 2014. As of these dates, all
non-performing restructured |oans are included in non-accrual loans.

Table 10: Non-performing Assets

As of December 31,

2018 2017 2016 2015 2014
(Dollarsin thousands)

Non-accrual loans $47,083 $34,032 $47,182 $36,374 $24,691

L oans past due 90 days or more (principal or interest payments) 17,159 10,665 15,942 27,137 37,364

Total non-performing loans 64,242 44,697 63,124 63,511 62,055

Other non-performing assets

Foreclosed assets held for sale, net 13,236 18,867 15,951 19,140 24,822

Other non-performing assets 497 3 3 38 189

Total other non-performing assets 13,733 18,870 15,954 19,178 25,011

Total non-performing assets $77,975 $63,567 $79,078 $82,689 $87,066
Allowance for loan losses to non-performing loans 169.35% 246.70% 126.74% 109.00% 88.65%

Non-performing loans to total loans 0.58 0.43 0.85 0.96 123

Non-performing assets to total assets 0.51 0.44 0.81 0.89 1.18

Our non-performing loans are comprised of non-accrual |oans and accruing loans that are contractually past due 90 days. Our bank subsidiary
recognizes income principally on the accrual basis of accounting. When loans are classified as non-accrual, the accrued interest is charged off and no
further interest is accrued, unless the credit characteristics of the loan improve. If aloan is determined by management to be uncollectible, the portion of
the loan determined to be uncollectibleis then charged to the allowance for loan losses.

Total non-performing loans were $64.2 million as of December 31, 2018, compared to $44.7 million as of December 31, 2017, for an increase of
$19.5 million. The $19.5 million increase in non-performing loansisthe result of a$1.8 million increase in non-performing loansin our Arkansas market, a
$15.0 million increase in non-performing loans in our Florida market, a $750,000 decrease in non-performing loansin our Alabamamarket and $3.4 millionin
non-performing |oans attributable to our SPF market. Non-performing loans at December 31, 2018 are $17.4 million, $43.3 million, $179,000, $3.4 million and
zero in the Arkansas, Florida, Alabama, SPF and Centennial CFG markets, respectively. Our acquisition of SPF during 2018 increased our non-performing
loans accruing past due 90 days or more by $720,000 as of December 31, 2018.

Although the current state of the real estate market hasimproved, future fluctuations in the economy have the potential to increase our level of
non-performing loans. While we believe our allowance for loan losses is adequate and our purchased | oans are adequately discounted at December 31,
2018, as additional facts become known about relevant internal and external factors that affect loan collectability and our assumptions, it may result in us
making additionsto the provision for loan losses during 2019. Our current or historical provision levels should not be relied upon as a predictor or
indicator of future levels going forward.

Troubled debt restructurings (“ TDRs") generally occur when aborrower is experiencing, or is expected to experience, financial difficultiesin the
near term. Asaresult, we will work with the borrower to prevent further difficulties, and ultimately to improve the likelihood of recovery on theloan. In
those circumstances it may be beneficial to restructure the terms of aloan and work with the borrower for the benefit of both parties, versusforcing the
property into foreclosure and having to dispose of it in an unfavorable and depressed real estate market. When we have modified the terms of aloan, we
usually either reduce the monthly payment and/or interest rate for generally about three to twelve months. For our TDRs that accrue interest at the time
the loan isrestructured, it would be arare exception to have charged-off any portion of the loan. Only non-performing restructured loans are included in
our non-performing loans. As of December 31, 2018, we had $15.1 million of restructured loans that are in compliance with the modified terms and are not
reported as past due or non-accrual in Table 10. Our Florida market contains $9.9 million, our Arkansas market contains $4.8 million and our Alabama
market contains $381,000 of these restructured |oans.

71



Table of Contents

A loan modification that might not otherwise be considered may be granted resulting in classification asa TDR. These loans can involve loans
remaining on non-accrual, moving to non-accrual, or continuing on an accrual status, depending on the individual facts and circumstances of the
borrower. Generally, anon-accrual loan that is restructured remains on non-accrua for a period of six months to demonstrate that the borrower can meet
the restructured terms. However, performance prior to the restructuring, or significant events that coincide with the restructuring, are considered in
assessing whether the borrower can pay under the new terms and may result in the loan being returned to an accrual status after a shorter performance
period. If the borrower’s ability to meet the revised payment schedule is not reasonably assured, the loan will remain in anon-accrual status.

The mgjority of the Bank’sloan modifications relates to commercial lending and involves reducing the interest rate, changing from a principal and
interest payment to interest-only, alengthening of the amortization period, or a combination of some or all of the three. In addition, it iscommon for the
Bank to seek additional collateral or guarantor support when modifying aloan. At December 31, 2018, the amount of TDRs was $19.7 million, a decrease of
6.9% from $21.2 million at December 31, 2017. As of December 31, 2018 and 2017, 76.6% and 89.7%, respectively, of al restructured loans were performing
to the terms of the restructure.

Total foreclosed assets held for sale were $13.2 million as of December 31, 2018, compared to $18.9 million as of December 31, 2017 for a decrease of
$5.7 million. The foreclosed assets held for sale as of December 31, 2018 are comprised of $6.7 million of assets located in Arkansas, $6.4 million of assets
located in Florida, $127,000 located in Alabama and zero from SPF and Centennial CFG.

As of December 31, 2018, we had two foreclosed properties with a carrying value greater than $1.0 million. The first property was a devel opment
property in Florida acquired from BOC with a carrying value of $2.1 million at December 31, 2018. The second property was a nonfarm non-residential
property in Florida acquired from Stonegate with a carrying value of $1.9 million at December 31, 2018. The Company does not currently anticipate any
additional 1osses on these properties. As of December 31, 2018, no other foreclosed assets held for sale have a carrying value greater than $1.0 million.

Table 11 shows the summary of foreclosed assets held for sale as of December 31, 2018, 2017, 2016, 2015 and 2014.

Table 11: Total Foreclosed AssetsHeld for Sale

As of December 31, 2018 As of December 31, 2017
Not Covered by Not Covered by
Covered by FDIC Loss Covered by  FDIC Loss
L oss Share Share Total L oss Share Share Total

(In thousands)
Commercial real estate loans

Non-farm/non-residential $ 555 $ — §$555 $ 9,766 $ — $9,766

Construction/land devel opment 3,534 — 3,534 5,920 — 5,920

Agricultural — — — — — —
Residential real estate loans

Residential 1-4 family 4,142 — 4,142 2,654 — 2,654

Multifamily residential 5 — 5 527 — 527
Total foreclosed assets held for sale $ 13236 $ — $13236 $ 18867 $ —  $18,867

72



Table of Contents

As of December 31, 2016 As of December 31, 2015
Not Covered by Not Covered by
Covered by FDIC Loss Covered by  FDIC Loss
L oss Share Share Total L oss Share Share Total

(In thousands)
Commercial real estate loans

Non-farm/non-residential $ 9423 $ — $9423 $ 9,787 $ —  $9787

Construction/land devel opment 4,009 — 4,009 5,286 — 5,286

Agricultural — — — — — —
Residential real estate loans

Residential 1-4 family 2,076 — 2,076 3,233 614 3,847

Multifamily residential 443 — 443 220 — 220
Total foreclosed assets held for sale $ 15951 $ — $15951 $ 18526 $ 614 $19,140

As of December 31, 2014

Not Covered by
Covered by FDIC Loss
L oss Share Share Total

(In thousands)
Commercial real estate loans

Non-farm/non-residential $ 6894 $ 3935  $10,829

Construction/land devel opment 6,189 2,847 9,036

Agricultura — 3 3
Residential real estate loans

Residential 1-4 family 3,381 1,086 4,467

Multifamily residential 487 — 487
Total foreclosed assets held for sale $ 16951 $ 7871  $24,822

A loan is considered impaired when it is probable that we will not receive all amounts due according to the contracted terms of the loans. Impaired
loans include non-performing loans (loans past due 90 days or more and non-accrual loans), criticized and/or classified |loans with a specific alocation,
loans categorized as TDRs and certain other loans identified by management that are still performing (loans included in multiple categories are only
included once). As of December 31, 2018, average impaired loans were $81.3 million compared to $87.2 million as of December 31, 2017. As of
December 31, 2018, impaired |oans were $85.6 million compared to $75.6 million as of December 31, 2017, for an increase of $10.0 million. Thisincreaseis
primarily associated with the $12.4 million increase in impaired loans in our Florida market since December 31, 2017 and $3.4 million in impaired loans for
our SPF market which was partially offset by $5.4 million reduction in impaired loansin our Arkansas market since December 31, 2017. As of December 31,
2018, our Arkansas, Florida, Alabama, SPF and Centennial CFG markets accounted for approximately $28.5 million, $53.1 million, $560,000, $3.4 million and
zero of theimpaired loans, respectively.

We evaluated |oans purchased in conjunction with our historical acquisitions for impairment in accordance with the provisions of FASB ASC
Topic 310-30, Loans and Debt Securities Acquired with Deteriorated Credit Quality. Purchased |oans are considered impaired if there is evidence of
credit deterioration since origination and if it is probable that not all contractually required payments will be collected. Purchased credit impaired loans are
not classified as non-performing assets for the recognition of interest income as the pools are considered to be performing. However, for the purpose of
calculating the non-performing credit metrics, we haveincluded all of the loans which are contractually 90 days past due and still accruing, including
those in performing pools. Therefore, interest income, through accretion of the difference between the carrying amount of the loans and the expected
cash flows, is being recognized on all purchased impaired |oans.
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All purchased |oans with deteriorated credit quality are considered impaired |oans at the date of acquisition. Since the loans are accounted for on a
pooled basis under ASC 310-30, individual loans are not classified asimpaired. Since the loans are accounted for on a pooled basis under ASC 310-30,
individual loans subsequently restructured within the pools are not classified as TDRs in accordance with ASC 310-30-40. For purchased loans with
deteriorated credit quality that were deemed TDRs prior to our acquisition of them, these loans are also not considered TDRs as they are accounted for
under ASC 310-30.

As of December 31, 2018 and 2017, there was not a material amount of purchased |oans with deteriorated credit quality on non-accrual status as a
result of most of the loans being accounted for on the pool basis and the pools are considered to be performing for the accruing of interest income. Also,
acquired loans contractually past due 90 days or more are accruing interest because the pools are considered to be performing for the purpose of
accruing interest income.

Past Due and Non-Accrual Loans

Table 12 shows the summary non-accrual loans as of December 31, 2018, 2017, 2016, 2015 and 2014:

Table 12: Total Non-Accrual Loans

As of As of As of As of As of
December 31, December 31, December 31, December 31, December 31,
2018 2017 2016 2015 2014
(In thousands)
Real estate:
Commercial real estate loans
Non-farm/non-residential $ 15,031 $ 9,600 $ 17,988 $ 15,811 $ 8,901
Construction/land development 5,280 5,011 3,956 2,952 926
Agricultura 20 19 435 531 —
Residential real estate loans
Residential 1-4 family 17,384 14,437 20,311 12,574 11,949
Multifamily residential 972 153 262 870 1,344
Total real estate 38,687 29,220 42,952 32,738 23,120
Consumer 2,912 145 140 239 279
Commercia and industrial 5,451 4,584 3,155 2,363 1,108
Agricultura 32 54 — — —
Other 1 29 935 1,034 184
Total non-accrua loans $ 47,083 $ 34,032 $ 47,182 $ 36,374 $ 24,691

If the non-accrual 1oans had been accruing interest in accordance with the original terms of their respective agreements, interest income of
approximately $2.9 million for the year ended December 31, 2018, $2.3 million in 2017, and $2.4 million in 2016 would have been recorded. Interest income
recognized on the non-accrual loansfor the years ended December 31, 2018, 2017 and 2016 was considered immaterial.
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Table 13 shows the summary of accruing past due loans 90 days or more as of December 31, 2018, 2017, 2016, 2015 and 2014:

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total loans accruing past due 90 days or more

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land development
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Other

Total loans accruing past due 90 days or more

Table 13: Total Loans Accruing Past Due 90 Daysor More

As of December 31, 2018 As of December 31, 2017

Not Covered Covered Not Covered Covered
by Loss by FDIC by L oss by FDIC
Share L oss Share Total Share L oss Share Total

(In thousands)

$ 9679 $ — $9679 $ 3119 $ —  $3119

3,481 — 3,481 3,247 — 3,247

1,753 — 1,753 2,175 — 2,175

— — — 100 — 100

14,913 — 14,913 8,641 — 8,641

720 — 720 26 — 26

1,526 — 1,526 1,944 — 1,944

— — — 54 — 54

$ 17159 $ o $17,159 $ 10,665 $ — $10,665

As of December 31, 2016 As of December 31, 2015
Not Covered Covered Not Covered Covered
by Loss by FDIC by Loss by FDIC
Share L oss Share Total Share L oss Share Total

(In thousands)

$ 950 $ — $9530 $ 9247 —  $9247
3,086 — 308 4,176 — 4176

— — — 30 — 30

2,996 = 2,996 3915 3292 7207

— — — 1 — 1
15,612 — 15612 17,369 3292 20,661

21 — 21 46 — 46

309 — 309 6,430 — 6430

$ 15942 $  — $15942 $ 23845 3292 $27,137
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As of December 31, 2014

Not Covered Covered
by L oss by FDIC
Share L oss Share Total
(In thousands)
Real estate:
Commercial real estate loans
Non-farm/non-residential $ 5,880 $ 9,029 $14,909
Construction/land development 734 4,376 5,110
Agricultural 34 72 106
Residential real estate loans
Residentia 1-4 family 4,128 7,597 11,725
Multifamily residential 691 — 691
Total real estate 11,467 21,074 32,541
Consumer 579 — 579
Commercia and industrial 2,825 1,387 4,212
Other — 32 32
Total loans accruing past due 90 days or more $ 14,871 $ 22,493 $37,364

Our total loans accruing past due 90 days or more and non-accrual loansto total loans was 0.58% and 0.43% as of December 31, 2018 and 2017,
respectively. Our acquisition of SPF during 2018 increased our loans accruing past due 90 days or more by $720,000 as of December 31, 2018.

Allowance for Loan Losses

Overview. The allowance for loan losses is maintained at alevel which our management believes is adequate to absorb all probable |osses on loans
in the loan portfolio. The amount of the allowanceis affected by: (i) loan charge-offs, which decrease the allowance; (ii) recoveries on loans previously
charged off, which increase the allowance; and (iii) the provision of possible |oan losses charged to income, which increases the allowance. In
determining the provision for possible loan losses, it is necessary for our management to monitor fluctuations in the allowance resulting from actual
charge-offs and recoveries and to periodically review the size and composition of the loan portfolio in light of current and anticipated economic
conditions. If actual |osses exceed the amount of allowance for |oan losses, our earnings could be adversely affected.

Aswe evaluate the allowance for loan losses, we categorizeit asfollows: (i) specific allocations; (ii) allocationsfor criticized and classified assets
not individually evaluated for impairment; (iii) general allocations; and (iv) miscellaneous all ocations.

Specific Allocations. Asageneral rule, if aspecific allocation iswarranted, it is the result of an analysis of apreviously classified credit or
relationship. Typically, when it becomes evident through the payment history or afinancial statement review that aloan or relationship is no longer
supported by the cash flows of the asset and/or borrower and has become collateral dependent, we will use appraisals or other collateral analysisto
determineif collateral impairment has occurred. The amount or likelihood of loss on this credit may not yet be evident, so a charge-off would not be
prudent. However, if the analysisindicates that an impairment has occurred, then a specific alocation will be determined for thisloan. If our existing
appraisal is outdated or the collateral has been subject to significant market changes, we will obtain a new appraisal for thisimpairment analysis. The
majority of our impaired loans are collateral dependent at the present time, so third-party appraisals were used to determine the necessary impairment for
these loans. Cash flow available to service debt was used for the other impaired loans. This analysisis performed each quarter in connection with the
preparation of the analysis of the adequacy of the allowance for loan losses, and if hecessary, adjustments are made to the specific allocation provided
for aparticular loan.
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For collateral dependent loans, we do not consider an appraisal outdated simply due to the passage of time. However, if an appraisal is older than
13 months and if market or other conditions have deteriorated and we believe that the current market value of the property is not within approximately
20% of the appraised value, we will consider the appraisal outdated and order either anew appraisal or an internal validation report for the impairment
analysis. The recognition of any provision or related charge-off on acollateral dependent loan is either through annual credit analysis or, many times,
when the relationship becomes delinquent. If the borrower is not current, we will update our credit and cash flow analysis to determine the borrower’s
repayment ability. If we determine this ability does not exist and it appears that the collection of the entire principal and interest is not likely, then the loan
could be placed on non-accrual status. In any case, loans are classified as hon-accrual no later than 105 days past due. If the loan requires a quarterly
impairment analysis, this analysisis completed in conjunction with the completion of the analysis of the adequacy of the allowance for loan losses. Any
exposure identified through the impairment analysis is shown as a specific reserve on theindividual impairment. If it is determined that a new appraisal or
internal validation report is required, it is ordered and will be taken into consideration during completion of the next impairment analysis.

In estimating the net realizable value of the collateral, management may deem it appropriate to discount the appraisal based on the applicable
circumstances. In such case, the amount charged off may result in loan principal outstanding being below fair value as presented in the appraisal.

Between the receipt of the original appraisal and the updated appraisal, we monitor the loan’ s repayment history. If theloan is $1.0 million or greater
or the total loan relationship is $2.0 million or greater, our policy requires an annual credit review. Our policy requiresfinancial statements from the
borrowers and guarantors at least annually. In addition, we cal culate the global repayment ability of the borrower/guarantors at |east annually.

Asageneral rule, when it becomes evident that the full principal and accrued interest of aloan may not be collected, or by law at 105 days past
due, we will reflect that loan as non-performing. It will remain non-performing until it performsin amanner that it is reasonable to expect that we will
collect thefull principal and accrued interest.

When the amount or likelihood of aloss on aloan has been determined, a charge-off should be taken in the period it is determined. If a partial
charge-off occurs, the quarterly impairment analysis will determineif the loan is still impaired, and thus continues to require a specific allocation.

Allocations for Criticized and Classified Assets not Individually Evaluated for Impairment. We establish allocations for loans rated “ special
mention” through “loss” in accordance with the guidelines established by the regulatory agencies. A percentage rate is applied to each loan category to
determine the level of dollar allocation.

General Allocations. We establish general allocations for each major loan category. This section also includes allocations to loans, which are
collectively evaluated for loss such asresidential real estate, commercial real estate, consumer loans and commercial and industrial loans that fall below
$2.0 million. The allocationsin this section are based on a historical review of 1oan |oss experience and past due accounts. We give consideration to
trends, changesin loan mix, delinquencies, prior losses, and other related information.

Miscellaneous Allocations. Allowance allocations other than specific, classified, and general areincluded in our miscellaneous section.

Loans Collectively Evaluated for Impairment. Loans receivable collectively evaluated for impairment increased by approximately $854.3 million
from $9.94 billion at December 31, 2017 to $10.79 billion at December 31, 2018. The percentage of the allowance for loan losses allocated to loans
receivable collectively evaluated for impairment to the total loans collectively evaluated for impairment decreased slightly from 1.06% at December 31,
2017 to 0.98% at December 31, 2018.

Charge-offsand Recoveries. Total charge-offs decreased to $9.0 million for the year ended December 31, 2018, compared to $17.5 million for the
year ended December 31, 2018. Total recoveries decreased to $3.1 million for the year ended December 31, 2018, compared to $3.5 million for the same
period in 2017.

The net loans charged off for the years ended December 31, 2018, 2017 and 2016 were $5.8 million, $14.0 million and $7.8 million, respectively. For
the years ended December 31, 2018, 2017 and 2016, approximately $3.7 million, $10.0 million and $6.6 million, respectively, of the net charge-offs are from
our Arkansas market. For the years ended December
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31, 2018, 2017 and 2016, approximately $1.9 million, $3.8 million and $1.3 million, respectively, of the net charge-offs are from our Floridamarket. The
remaining $176,000, $215,000 and $76,000 relates to net charge-offs, net recoveries and net charge-offs, respectively, on loansin our Alabama market for
the years ended December 31, 2018, 2017 and 2016, respectively. There have been zero charge-offs for Centennial CFG and SPF since those franchises
were formed in 2015 and 2018, respectively.

While the 2018 charge-offs and recoveries consisted of many relationships, there were no individual relationships consisting of a charge-offs
greater than $1.0 million.

Whilethe 2017 charge-offs and recoveries consisted of many relationships, there were three individual relationships consisting of a charge-offs
greater than $1.0 million. The combined impact of these charge-offs was $4.5 million at December 31, 2017.

We have not charged off an amount less than what was determined to be the fair value of the collateral as presented in the appraisal, less estimated
coststo sell (for collateral dependent loans), for any period presented. Loans partially charged-off are placed on non-accrual status until it is proven that
the borrower’ s repayment ability with respect to the remaining principal balance can be reasonably assured. Thisis usually established over a period of
6-12 months of timely payment performance.
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Table 14 shows the allowance for loan losses, charge-offs and recoveriesfor loans as of and for the years ended December 31, 2018, 2017, 2016,

2015 and 2014.

Table 14: Analysisof Allowancefor Loan L osses

Balance, beginning of year
L oans charged off
Real estate:

Commercial rea estate loans:
Non-farm/non-residential
Construction/land development
Agricultural

Residential real estate loans:
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Agricultural

Other

Total loans charged off

Recoveries of loans previously charged off
Real estate:

Commercial real estateloans:
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans:
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural

Other

Total recoveries

Net loans charged off (recovered)
Provision for loan losses
Increase in FDIC indemnification asset

Balance, end of year
Net charge-offs (recoveries) to average loans receivable

Allowance for |oan losses to total |oans
Allowance for loan losses to net charge-offs (recoveries)
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As of December 31,

2018 2017 2016 2015 2014
(Dollarsin thousands)
$110,266 $ 80,002 $69,224 $55,011 $43,815
1,211 3,622 3,586 4,878 4,376
399 1,632 382 644 1,099
— 127 — — —
2,744 3,895 4,986 4,257 3,218
— 85 611 460 266
4,354 9,361 9,565 10,239 8,959
285 198 220 567 355
2,221 5,578 5,778 2,638 2,323
2,128 2,334 1,938 2,508 2,440
8,988 17,471 17,501 15,952 14,077
527 1,042 857 762 279
180 462 1,125 236 474
878 621 1,098 845 1,473
46 55 54 70 37
1,631 2,180 3,134 1,913 2,263
190 119 209 61 246
624 464 5,533 802 306
746 722 795 766 913
3,191 3,485 9,671 3,542 3,728
5,797 13,986 7,830 12,410 10,349
4,322 44,250 18,608 25,164 22,664
— — — 1,459 (1,119)
$108,791 $110,266 $80,002 $69,224 $55,011
0.05% 0.17% 0.11% 0.22% 0.22%
0.98 1.07 1.08 1.04 1.09
1,877 788 1,022 558 532
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Allocated Allowance for Loan Losses. We use arisk rating and specific reserve methodology in the cal culation and allocation of our allowance for
loan losses. While the allowance is allocated to various loan categories in assessing and evaluating the level of the allowance, the allowanceis available
to cover charge-offsincurred in all loan categories. Because a portion of our portfolio has not matured to the degree necessary to obtain reliable loss data
from which to calcul ate estimated future | osses, the unallocated portion of the allowance is an integral component of the total allowance. Although
unassigned to a particular credit relationship or product segment, this portion of the allowance isvital to safeguard against the imprecision inherent in
estimating credit losses.

HurricanesIrma & Michael. In 2017, the Company established a $32.9 million storm-related provision for loans affected by Hurricane Irma. The
$32.9 million of storm-related provision for |oan losses was cal cul ated by taking a5.0% allocation on the loansin the Florida Key loans receivable
balances, a’5.0% allocation on specific large |oans located in the path of the hurricane on the mainland of Florida, and a0.75% allocation on balancesin
the remaining counties within the FEM A-designated disaster areas. As of December 31, 2018, $2.5 million in charge-offs had been taken against the
storm-related provision for loan losses. As aresult, management reeval uated the storm-related allowance for Hurricane Irma. Based on thisanalysis,
management determined a$2.9 million storm-related allowance was still necessary. This amount was cal culated by assigning a 0.10% to 0.35% allocation
on the loans in the impacted counties, with the counties most heavily impacted receiving the 0.35% allocation. During the fourth quarter of 2018,
Hurricane Michael made landfall in the Florida Panhandle as a Category 4 hurricane. Due to this event, the Company’s management performed an analysis
on the loans with collateral in the impacted countiesin the Florida Panhandle. Based on this analysis, management determined a $20.4 million storm-
related provision was necessary. This amount was cal culated by taking a 1.0% to 6.0% allocation on the loans in the impacted counties. The counties that
experienced the most damage were assigned a 6.0% allocation. After establishing the storm-related provision for Hurricane Michael and adjusting the
allowance for Hurricane Irma, the storm-related allowance was $23.3 million for the year ended December 31, 2018. We believe the storm-related allowance
recorded as of December 31, 2018 is appropriate.

The changes for the years ended December 31, 2018 and 2017 in the allocation of the allowance for loan losses for the individual types of loans are
primarily associated with changesin the ASC 310 calculations, both individual and aggregate, and changes in the ASC 450 calculations. These
calculations are affected by changesin individual loan impairments, changesin asset quality, net charge-offs during the period and normal changesin the
outstanding loan portfolio, aswell any changesto the general allocation factors due to changes within the actual characteristics of the loan portfolio.
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Table 15 presents the allocation of allowance for loan losses as of December 31, 2018, 2017, 2016, 2015 and 2014.

Real estate:

Commercial real estate loans:
Non-farm/non-residential
Construction/land

devel opment
Agricultural

Residential real estate loans:
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Agricultural

Other

Unallocated

Total

Table 15: Allocation of Allowancefor Loan L osses

As of December 31,

2018 2017 2016 2015 2014
% of % of % of % of % of
Allowance loans Allowance loans Allowance loans Allowance loans Allowance loans
Amount @) Amount @) Amount @) Amount @) Amount @)
(Dollarsin thousands)
$ 41,721 434% $ 42,893 45% $ 27,695 27% $ 26,330 M47% $ 17,770 41.2%
21,302 14.0 20,343 16.4 11,522 154 10,782 14.3 8,548 14.6
615 0.7 1,046 0.8 493 11 468 11 387 15
22,547 17.8 21,370 19.1 14,397 18.3 12,552 17.9 11,061 20.8
4,187 5.1 3,136 4.3 2,120 4.6 2,266 6.5 3,545 5.1
90,372 81.0 88,788 85.1 56,227 82.1 52,398 84.5 41,311 83.1
1,153 4.0 462 0.4 398 0.6 544 0.8 763 11
14,981 13.3 15,292 12.6 12,756 15.2 9,324 12.8 5,965 134
2,175 0.4 2,692 0.5 3,790 1.0 4,463 1.0 5,035 1.0
110 1.8} 180 14 — 11 9 0.9 3 1.8}
— — 2,852 — 6,831 — 2,486 — 1,934 —
$ 108,791 100.0% $ 110,266 100.0% $ 80,002 1000% $ 69224 100.0% $ 55011 100.0%

(1) Percentage of loansin each category to total loans receivable.
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I nvestment Securities

Our securities portfolio is the second largest component of earning assets and provides a significant source of revenue. Securities within the
portfolio are classified as held-to-maturity, available-for-sale, or trading based on the intent and objective of the investment and the ability to hold to
maturity. Fair values of securities are based on quoted market prices where available. If quoted market prices are not available, estimated fair values are
based on quoted market prices of comparable securities. The estimated effective duration of our securities portfolio was 2.9 years as of December 31,
2018.

Asof December 31, 2018 and 2017 we had $192.8 million and $224.8 million of held-to-maturity securities, respectively. Of the $192.8 million of
held-to-maturity securities as of December 31, 2018, $3.3 million wereinvested in U.S. Government-sponsored enterprises, $57.3 million were invested in
mortgage-backed securities and $132.2 million were invested in state and political subdivisions. Of the $224.8 million of held-to-maturity securities as of
December 31, 2017, $5.8 million were invested in U.S. Government-sponsored enterprises, $73.6 million were invested in mortgage-backed securities and
$145.4 million were invested in state and political subdivisions.

Securities available-for-sale are reported at fair value with unrealized holding gains and | osses reported as a separate component of stockholders
equity as other comprehensive income. Securitiesthat are held as available-for-sale are used as a part of our asset/liability management strategy.
Securities that may be sold in response to interest rate changes, changes in prepayment risk, the need to increase regul atory capital, and other similar
factors are classified as available-for-sale. Available-for-sale securities were $1.79 billion and $1.66 hillion as of December 31, 2018 and 2017, respectively.

Asof December 31, 2018, $1.03 hillion, or 57.6%, of our available-for-sale securities were invested in mortgage-backed securities, compared to
$971.4 million, or 58.4%, of our available-for-sal e securities as of December 31, 2017. To reduce our income tax burden, $308.6 million, or 17.3%, of our
available-for-sale securities portfolio as of December 31, 2018, was primarily invested in tax-exempt obligations of state and political subdivisions,
compared to $250.3 million, or 15.0%, of our available-for-sale securities as of December 31, 2017. We had $414.1 million, or 23.2%, invested in obligations
of U.S. Government-sponsored enterprises as of December 31, 2018, compared to $406.3 million, or 24.4%, of our available-for-sal e securities as of
December 31, 2017. Also, we had approximately $34.3 million, or 1.9%, invested in other securities as of December 31, 2018, compared to $35.5 million, or
2.1%, of our available-for-sale securities as of December 31, 2017.

Certain investment securities are valued at less than their historical cost. These declines are primarily the result of the rate for these investments
yielding less than current market rates. Based on evaluation of available evidence, we believe the declinesin fair value for these securities are temporary.
It isour intent to hold these securities to recovery. Should the impairment of any of these securities become other than temporary, the cost basis of the
investment will be reduced, and the resulting loss recognized in net income in the period the other than temporary impairment isidentified.
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Table 16 presents the carrying value and fair value of investment securities as of December 31, 2018, 2017 and 2016.

Available-for-sale

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities
State and political subdivisions

Other securities

Total

Held-to-maturity

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities
State and political subdivisions

Total

Available-for-sale

Table 16: Investment Securities

As of December 31, 2018

As of December 31, 2017

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities

State and political subdivisions
Other securities

Total
Held-to-maturity

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities

State and political subdivisions
Total

Gross Gross Estimated Gross Gross Estimated
Amortized Unrealized Unrealized Fair Amortized Unrealized Unrealized Fair
Cost Gains L osses Value Cost Gains L osses Value
(In thousands)
$ 418605 $ 504 $ (4976) $ 414133 $ 407,387 $ 899 $ (1982) $ 406,304
580,183 1,230 (8,512) 572,901 481,981 538 (4,919) 477,600
463,084 539 (7,745) 455,878 497,870 332 (4,430) 493,772
308,835 2,311 (2,589) 308,557 247,292 3783 (774) 250,301
34,336 304 (247) 34,393 34,617 1,225 (302) 35,540
$1,805043 $ 4888 $ (24,069) $1,785862 $1,669,147 $ 6,777 $ (12,407) $1,663,517
$ 3261 $ 14 3 (71) $ 3204 $ 5791 $ 5 $ (1) $ 5,791
39,707 20 (689) 39,038 56,982 107 (402) 56,687
17,587 58 (267) 17,378 16,625 114 (40) 16,699
132,221 1,815 (46) 133,990 145,358 3,031 (27) 148,362
$ 192776 $ 1,907 $ (1,073) $ 193610 $ 224756 $ 3267 $ (484) $ 227,539
As of December 31, 2016
Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
(In thousands)
$ 237,439 $ 963 $ (1,641) $ 236,761
259,037 1,226 (1,627) 258,636
322,316 845 (2,342) 320,819
215,209 3471 (2,181) 216,499
38,261 2,603 (659) 40,205
$1,072,262 $ 9,108 $ (8,450) $1,072,920
$ 6,637 $ 23 $ (32) $ 6,628
71,956 267 (302) 71,922
35,863 107 (133) 35,837
169,720 3,100 (169) 172,651
$ 284,176 $ 3497 $ (635 $ 287,038
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Table 17 reflects the amortized cost and estimated fair value of debt securities as of December 31, 2018, by contractual maturity and the weighted-
averageyields (for tax-exempt obligations on afully taxable equivalent basis) of those securities. Expected maturitieswill differ from contractual maturities
because borrowers may have the right to call or prepay obligations, with or without call or prepayment penalties.

Table17: Maturity Distribution of I nvestment Securities

As of December 31, 2018

1Year 5Years Total Total
1 Year Through Through Over Amortized Fair
or Less 5Years 10 Years 10 Years Cost Value

(Dollarsin thousands)
Available-for-sale

U.S. Government-sponsored enterprises $180,832 $173,438 $ 49,762 $ 14,573 $ 418,605 $ 414,133
Residential mortgage-backed securities 103,150 323,542 108,437 45,054 580,183 572,901
Commercial mortgage-backed securities 45,887 268,487 102,154 46,556 463,084 455,878
State and political subdivisions 54,673 134,868 104,558 14,737 308,835 308,557
Other securities 7,018 19,248 6,999 1,071 34,336 34,393
Total $391,560 $919,583 $371,910 $121,991 $1,805,043 $1,785,862
Percentage of total amortized cost 21.7% 50.9% 20.6% 6.8% 100.0%
Weighted-averageyield 2.8% 2.9% 3.4% 3.4% 3.0%
Held-to-maturity

U.S. Government-sponsored enterprises $ 367 $ 2,145 $ 480 $ 268 $ 3,260 $ 3204
Residential mortgage-backed securities 9,264 23,981 4,003 2,458 39,706 39,038
Commercial mortgage-backed securities 549 14,646 1,410 983 17,588 17,378
State and political subdivisions 75,480 23,391 5,554 27,796 132,221 133,990
Total $ 85,660 $ 64,163 $ 11,447 $ 31,505 $ 192,775 $ 193,610
Percentage of total amortized cost 44.4% 33.3% 5.9% 16.3% 100.0%
Weighted-averageyield 4.7% 3.2% 3.4% 5.8% 4.3%

Deposits

Our deposits averaged $10.53 hillion for the year ended December 31, 2018 and $8.27 hillion for 2017. Total depositsincreased $511.3 million, or
4.9%, t0 $10.90 billion as of December 31, 2018, from $10.39 hillion as of December 31, 2017. Including the effects of the purchase accounting adjustments,
we acquired approximately $2.97 billion of deposits, as of acquisition date from our 2017 acquisitions. Deposits are our primary source of funds. We offer
avariety of products designed to attract and retain deposit customers. Those products consist of checking accounts, regular savings deposits, NOW
accounts, money market accounts and certificates of deposit. Deposits are gathered from individuals, partnerships and corporations in our market areas.
In addition, we obtain deposits from state and local entities and, to alesser extent, U.S. Government and other depository institutions.
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Our policy also permits the acceptance of brokered deposits. From time to time, when appropriate in order to fund strong loan demand, we accept
brokered time deposits, generally in denominations of less than $250,000, from aregional brokerage firm, and other national brokerage networks. We aso
participate in the One-Way Buy Insured Cash Sweep (“ICS") service and similar services, which provide for one-way buy transactions among banks for
the purpose of purchasing cost-effective floating-rate funding without collateralization or stock purchase requirements. Management believes these
sources represent areliable and cost efficient alternative funding source for the Company. However, to the extent that our condition or reputation
deteriorates, or to the extent that there are significant changes in market interest rates which we do not elect to match, we may experience an outflow of
brokered deposits. In that event we would be required to obtain alternate sources for funding.

Table 18 reflects the classification of the brokered deposits as of December 31, 2018 and 2017.

Table 18: Brokered Deposits

December 31, 2018 December 31, 2017

(In thousands)
Time Deposits $ 125,610 $ 60,022
CDARS 109 53,588
Insured Cash Sweep and Other Transaction Accounts 534,508 915,060
Total Brokered Deposits $ 660,228 $ 1,028,670

The Economic Growth, Regulatory Relief and Consumer Protection Act enacted in May 2018, provides that most reciprocal deposits are no longer

treated as brokered deposits. As aresult of this new law, our brokered deposits as of December 31, 2018 were approximately $485.6 million lower than they
would otherwise have been.

Theinterest rates paid are competitively priced for each particular deposit product and structured to meet our funding requirements. We will
continue to manage interest expense through deposit pricing. We may allow higher rate deposits to run off during periods of limited loan demand. We

believe that additional funds can be attracted and deposit growth can be realized through deposit pricing if we experience increased |oan demand or other
liquidity needs.

The Federal Reserve Board sets various benchmark rates, including the Federal Funds rate, and thereby influences the general market rates of
interest, including the deposit and loan rates offered by financial institutions. The Federal Fundstarget rate, which isthe cost to banks of immediately
available overnight funds, hasincreased 100 basis points since December 31, 2017, and is currently at 2.25% to 2.50%.
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Table 19 reflects the classification of the average deposits and the average rate paid on each deposit category which isin excess of 10 percent of
average total deposits, for the years ended December 31, 2018, 2017, and 2016.

Table 19: Average Deposit Balances and Rates

Years Ended December 31,

2018 2017 2016
Average Average Average Average Average Average
(Dollarsin thousands)
Non-interest-bearing transaction accounts $ 2,464,024 — % $2,005,632 — % $1,619,128 — %
Interest-bearing transaction accounts 5,767,788 1.20 4,265,529 0.53 3,252,416 0.27
Savings deposits 650,398 0.22 558,097 0.11 465,464 0.06
Time deposits:
$100,000 or more 1,158,403 1.86 961,371 0.86 868,839 0.58
Other time deposits 487,583 0.94 483,457 0.48 493,841 0.38
Total $10,528,196 0.94%  $8,274,086 041%  $6,699,688 0.24%

Table 20 presents our maturities of large denomination time deposits as of December 31, 2018 and 2017.

Table 20: Maturities of Large Denomination Time Deposits ($100,000 or mor€)

As of December 31,

2018 2017
Balance Per cent Balance Per cent
(Dollarsin thousands)
Maturing

Three months or less $ 260,659 18.5% $134,117 13.4%

Over three months to six months 95,400 6.8 199,701 20.0

Over six monthsto 12 months 681,424 48.4 184,526 185

Over 12 months 371,815 26.4 479,999 48.1
Total $1,409,298 100.0% $998,343 100.0%

Securities Sold Under Agreementsto Repurchase

We enter into short-term purchases of securities under agreementsto resell (resale agreements) and sales of securities under agreementsto
repurchase (repurchase agreements) of substantially identical securities. The amounts advanced under resale agreements and the amounts borrowed
under repurchase agreements are carried on the balance sheet at the amount advanced. Interest incurred on repurchase agreements is reported as interest
expense. Securities sold under agreements to repurchase decreased $4.1 million, or 2.8%, from $147.8 million as of December 31, 2017 to $143.7 million as
of December 31, 2018.

FHLB and Other Borrowed Funds

Our FHLB borrowed funds were $1.47 billion and $1.30 billion at December 31, 2018 and 2017, respectively. Other borrowed funds were $2.5 million
and are classified as short-term advances as of December 31, 2018. During the fourth quarter of 2018, approximately $770.0 million of FHLB advances
matured. At December 31, 2018, $782.6 million and $689.8 million of the outstanding bal ance were issued as short-term and |ong-term advances,
respectively. At December 31, 2017, $525.0 million and $774.2 million of the outstanding balance were issued as short-term and long-term advances,
respectively. Including the effects of the purchase accounting adjustments, we acquired approximately $89.4 million of FHLB borrowed funds, as of
acquisition date from our 2017 acquisitions. Our remaining FHL B borrowing capacity was $2.62 billion and $1.96 billion as of December 31, 2018 and 2017,
respectively. Maturities of borrowings as of December 31, 2018 include: 2019 — $925.6 million; 2020 — $146.4 million; 2021 — zero; 2022 — zero; 2023 — zexo;
after 2023 — $400.4 million. Expected maturities will differ from contractual maturities because FHLB may have the right to call or we may have theright to
prepay certain obligations.
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Subordinated Debentures

Subordinated debentures, which consist of subordinated debt securities and guaranteed payments on trust preferred securities, were $368.8 million
and $368.0 million as of December 31, 2018 and 2017, respectively.

Thetrust preferred securities are tax-advantaged issues that qualify for Tier 1 capital treatment subject to certain limitations. Distributions on these
securities are included in interest expense. Each of the trustsis a statutory business trust organized for the sole purpose of issuing trust securities and
investing the proceeds in our subordinated debentures, the sole asset of each trust. The trust preferred securities of each trust represent preferred
beneficial interestsin the assets of the respective trusts and are subject to mandatory redemption upon payment of the subordinated debentures held by
the trust. We wholly own the common securities of each trust. Each trust’s ability to pay amounts due on the trust preferred securitiesis solely
dependent upon our making payment on the related subordinated debentures. Our obligations under the subordinated securities and other relevant trust
agreements, in aggregate, constitute afull and unconditional guarantee by us of each respective trust’s obligations under the trust securities issued by
each respective trust.

During 2017, we acquired $12.5 million in trust preferred securities with afair value of $9.8 million from the Stonegate acquisition. The difference
between the fair value purchased of $9.8 million and the $12.5 million face amount, will be amortized into interest expense over the remaining life of the
debentures. The associated subordinated debentures are redeemable, in whole or in part, prior to maturity at our option on a quarterly basis when interest
is due and payable and in whole at any time within 90 days following the occurrence and continuation of certain changesin the tax treatment or capital
treatment of the debentures.

On April 3, 2017, the Company completed an underwritten public offering of $300 million in aggregate principal amount of its 5.625%
Fixed-to-Floating Rate Subordinated Notes due 2027 (the “Notes”). The Notes were issued at 99.997% of par, resulting in net proceeds, after underwriting
discounts and issuance costs, of approximately $297.0 million. The Notes are unsecured, subordinated debt obligations of the Company and will mature
on April 15, 2027. The Notes qualify as Tier 2 capital for regulatory purposes.

Stockholders’ Equity

Stockholders' equity was $2.35 billion at December 31, 2018 compared to $2.20 billion at December 31, 2017. Theincrease in stockholders’ equity is
primarily associated with the $221.5 million increase in retained earnings and the issuance of $28.2 million in stock as a part of the acquisition of Shore
Premier Finance offset by a $10.4 million change in accumulated other comprehensive income and the repurchase of $104.3 million of our common stock
during 2018 which includes the repurchase of the sharesissued as part of the acquisition of the Shore Premier Finance. The improvement in stockholders’
equity was 6.6% for the year ended December 31, 2018 compared to December 31, 2017. As of December 31, 2018 and 2017, our equity to asset ratio was
15.36% and 15.25%, respectively. Book value per common share was $13.76 at December 31, 2018 compared to $12.70 at December 31, 2017.

Common Stock Cash Dividends. We declared cash dividends on our common stock of $0.4600, $0.40000 and $0.3425 per share for the years ended
December 31, 2018, 2017 and 2016, respectively. The common stock dividend payout ratio for the year ended December 31, 2018, 2017 and 2016 was
26.59%, 44.69% and 27.15%, respectively.

Stock Repurchase Program. On February 21, 2018, our Board of Directors authorized the repurchase of up to an additional 5,000,000 shares of our
common stock under our previously approved stock repurchase program, which brought the total amount of authorized shares to repurchase to
14,752,000 shares. During 2018, we utilized a portion of this stock repurchase program. We repurchased atotal of 5,307,689 shares with a weighted-
average stock price of $19.62 per share during 2018. Shares repurchased to date under the program total 9,832,553 shares. The remaining balance available
for repurchase is 4,919,447 shares at December 31, 2018. Additionally, on January 18, 2019, the Board of Directors of the Company authorized the
repurchase of up to an additional 5,000,000 shares of Company’s common stock under this repurchase program. The Company has received approval
from the Federal Reserve Bank to repurchase up to $188.0 million of stock during the year ending December 31, 2019.
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Liquidity and Capital Adequacy Requirements

Parent Company Liquidity. The primary sources for payment of our operating expenses, and dividends are current cash on hand ($64.4 million as
of December 31, 2018), dividends received from our bank subsidiary and a$20.0 million unfunded line of credit with another financia institution.

Risk-Based Capital. We, aswell as our bank subsidiary, are subject to various regulatory capital requirements administered by the federal banking
agencies. Failure to meet minimum capital requirements can initiate certain mandatory and other discretionary actions by regulatorsthat, if enforced,
could have adirect material effect on our financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, we must meet specific capital guidelines that involve quantitative measures of our assets, liabilities and certain off-balance-sheet items as
calculated under regulatory accounting practices. Our capital amounts and classifications are al so subject to qualitative judgments by the regulators asto
components, risk weightings and other factors.

In July 2013, the Federal Reserve Board and the other federal bank regulatory agenciesissued afinal ruleto revise their risk-based and leverage
capital requirements and their method for cal culating risk-weighted assets to make them consistent with the agreements that were reached by the Basel
Committee on Banking Supervisionin“Basel I11: A Global Regulatory Framework for More Resilient Banks and Banking Systems’ and certain provisions
of the Dodd-Frank Act (“Basel 111"). Basel 111 appliesto all depository institutions, bank holding companies with total consolidated assets of $500 million
or more, and savings and loan holding companies. Basel |11 became effective for the Company and its bank subsidiary on January 1, 2015. The capital
conservation buffer requirement began being phased in beginning January 1, 2016 at the 0.625% level and increased by 0.625% on each subsequent
January 1, until it reached 2.5% on January 1, 2019 when the phase-in period ended and the full capital conservation buffer requirement became effective.

Basel 111 amended the prompt corrective action rules to incorporate a“ common equity Tier 1 capital” requirement and to raise the capital
reguirements for certain capital categories. In order to be adequately capitalized for purposes of the prompt corrective action rules, a banking organization
will berequired to have at least a4.5% “common equity Tier 1 risk-based capital” ratio, a4% “Tier 1 leverage capital” ratio, a6% “Tier 1 risk-based
capital” ratio and an 8% “total risk-based capital” ratio.

Quantitative measures established by regulation to ensure capital adequacy require us to maintain minimum amounts and ratios (set forth in the
table below) of total and Tier 1 capital to risk-weighted assets, and of Tier 1 capital to average assets. Management believesthat, as of December 31, 2018
and 2017, we met all regulatory capital adegquacy requirements to which we were subject.

On April 3, 2017, the Company completed an underwritten public offering of $300 million in aggregate principal amount of its Notes which were
issued at 99.997% of par, resulting in net proceeds, after underwriting discounts and issuance costs, of approximately $297.0 million. The Notes are
unsecured, subordinated debt obligations of the Company and will mature on April 15, 2027. The Notes qualify as Tier 2 capital for regulatory purposes.
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Table 21 presents our risk-based capital ratios as of December 31, 2018 and 2017.

Table 21: Risk-Based Capital

As of As of
December 31, December 31,
2018 2017
(Dollarsin thousands)
Tier 1 capital
Stockholders’ equity $ 2,349,886 $ 2,204,291
Goodwill and core deposit intangibles, net (1,000,842) (966,890)
Unrealized (gain) loss on available-for-sale securities 13,815 3,421
Deferred tax assets — —
Total common equity Tier 1 capital 1,362,859 1,240,822
Qualifying trust preferred securities 70,841 70,698
Total Tier 1 capital 1,433,700 1,311,520
Tier 2 capital
Qualifying subordinated notes 297,949 297,332
Qualifying allowance for |oan |osses 108,791 110,266
Total Tier 2 capital 406,740 407,598
Total risk-based capital $ 1,840,440 $ 1,719,118
Average total assetsfor leverageratio $ 13,838,137 $ 13,147,046
Risk weighted assets $ 12,022,576 $ 11,424,963
Ratios at end of period
Common equity Tier 1 capital 11.34% 10.86%
Leverageratio 10.36 9.98
Tier 1 risk-based capital 11.93 11.48
Total risk-based capital 1531 15.05
Minimum guidelines— Basdl |11 phase-in schedule
Common equity Tier 1 capital 6.375% 5.75%
Leverageratio 4.00 4.00
Tier 1 risk-based capital 7.875 7.25
Total risk-based capital 9.875 9.25
Minimum guidelines— Basel 111 fully phased-in
Common equity Tier 1 capital 7.00% 7.00%
Leverageratio 4.00 4.00
Tier 1 risk-based capital 8.50 8.50
Total risk-based capital 10.50 10.50
Well-capitalized guidelines
Common equity Tier 1 capital 6.50% 6.50%
Leverageratio 5.00 5.00
Tier 1 risk-based capital 8.00 8.00
Total risk-based capital 10.00 10.00

As of the most recent notification from regulatory agencies, our bank subsidiary was “well-capitalized” under the regul atory framework for prompt
corrective action. To be categorized as “well-capitalized”, we, aswell as our banking subsidiary, must maintain minimum common equity Tier 1 capital,
leverage, Tier 1 risk-based capital, and total risk-based capital ratios as set forth in the table. There are no conditions or events since that notification that
we believe have changed the bank subsidiary’s category.
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Table 22 presents actual capital amounts and ratios as of December 31, 2017 and 2016, for our bank subsidiary and us.

As of December 31, 2018

Common equity Tier 1 capital ratios:
Home BancShares
Centennia Bank

Leverageratios:
Home BancShares
Centennia Bank

Tier 1 capital ratios:
Home BancShares
Centennia Bank

Total risk-based capital ratios:
Home BancShares
Centennia Bank

As of December 31, 2017

Common equity Tier 1 capital ratios:
Home BancShares
Centennia Bank

Leverageratios:
Home BancShares
Centennia Bank

Tier 1 capital ratios:
Home BancShares
Centennia Bank

Total risk-based capital ratios:
Home BancShares
Centennia Bank

Table 22: Capital and Ratios

Minimum

Capital

Requirement —

Minimum Capital
Requirement —

Minimum To Be
Well-Capitalized
Under Prompt

Basel 111 Basel 111 Corrective Action
Actual Phase-In Schedule Fully Phased-In Provision
Amount Ratio Amount Ratio Amount Ratio Amount Ratio
(Dollarsin thousands)

$1,362,859 11.34% $ 766,158 6.375% $ 841,271 7.00% $ N/A N/A%
1,654,810 13.77 766,116  6.375 841,225 7.00 781,138 6.50
$1,433,700 10.36% $ 553552 4.000% $ 553,552 400% $ N/A N/A%
1,654,810 11.93 554,840 4.000 554,840 4.00 693,550 5.00
$1,433,700 1193% $ 946,386 7.875% $1,021,496 850% $ N/A N/A%
1,654,810 13.77 946,378  7.875 1,021,488 8.50 961,400 8.00
$1,840,440 1531% $1,187,090 9.875% $1,262,222 10.50% $ N/A N/A%
1,763,601 14.68 1,186,346  9.875 1,261,431 10.50 1,201,363 10.00
$1,240,822 10.86% $ 656,973 5750% $ 799,793 7.00% $ N/A N/A%
1546451 1355 656,243 5.750 798,905 7.00 741,840 6.50
$1,311,520 998% $ 525659 4.000% $ 525,659 400% $ N/A N/A%
1546451 11.76 526,004  4.000 526,004 4.00 657,505 5.00
$1,311,520 11.48% $ 828,268 7.250% $ 971,073 850% $ N/A N/A%
1546451 13.55 827,437  7.250 970,098 8.50 913,034 8.00
$1,719,118 15.05% $1,056,601 9.250% $1,199,385 10.50% $ N/A N/A%
1,656,717 14.52 1,055,415 9.250 1,198,039 10.50 1,140,990 10.00

Off-Balance Sheet Arrangements and Contractual Obligations

In the normal course of business, we enter into anumber of financial commitments. Examples of these commitments include but are not limited to
operating lease obligations, FHL B advances & other borrowings, lines of credit, subordinated debentures, unfunded |oan commitments and | etters of

credit.

Commitmentsto extend credit and letters of credit are legally binding, conditional agreements generally having certain expiration or termination
dates. These commitments generally require customers to maintain certain credit standards and are established based on management’s credit
assessment of the customer. The commitments may expire without being drawn upon. Therefore, the total commitment does not necessarily represent

future requirements.
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Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a customer to athird party. Those
guarantees are primarily issued to support public and private borrowing arrangements, including commercial paper, bond financing and similar
transactions. The credit risk involved in issuing letters of credit is essentially the same asthat involved in extending loans to customers. The Company
had total outstanding letters of credit amounting to $55.6 million and $70.5 million at December 31, 2018 and 2017, respectively, with maturities ranging
from currently dueto four years.

Table 23 presents the funding requirements of our most significant financial commitments, excluding interest, as of December 31, 2018.

Table 23: Funding Requirements of Financial Commitments

Payments Due by Period

Lessthan One- Three- Greater
One Three Five than Five
Y ear Years Years Years Total
(In thousands)

Operating lease obligations $ 8589 $ 14,668 $ 9,902 $ 33,208 $ 66,367
FHLB advances & other borrowings
by contractual maturity 925,598 146,428 — 400,367 1,472,393
Subordinated debentures — — — 368,790 368,790
L oan commitments 73,244 1,216,435 345,227 708,022 2,342,928
L etters of credit 54,391 612 521 38 55,562

Non-GAAP Financial Measurements

Our accounting and reporting policies conform to generally accepted accounting principlesin the United States (“GAAP”) and the prevailing
practices in the banking industry. However, this report contains financial information determined by methods other than in accordance with GAAP,
including earnings, as adjusted; diluted earnings per common share, as adjusted; tangible book value per share; return on average assets excluding
intangible amortization; return on average tangible equity excluding intangible amortization; tangible equity to tangible assets; and efficiency ratio, as
adjusted.

We believe these non-GAAP measures and ratios, when taken together with the corresponding GAAP measures and ratios, provide meaningful
supplemental information regarding our performance. We believe investors benefit from referring to these non-GAAP measures and ratios in assessing
our operating results and related trends, and when planning and forecasting future periods. However, these non-GAAP measures and ratios should be
considered in addition to, and not as a substitute for or preferable to, ratios prepared in accordance with GAAP.

The tables below present non-GAAP reconciliations of earnings, as adjusted, and diluted earnings per share, as adjusted as well asthe non-GAAP
computations of tangible book value per share, return on average assets, return on average tangible equity excluding intangible amortization, tangible
equity to tangible assets and the efficiency ratio, as adjusted. Theitems used in these calculations are included in financial results presented in
accordance with GAAP.

Earnings, as adjusted, and diluted earnings per common share, as adjusted, are meaningful non-GAAP financial measures for management, as they
exclude certain items such as merger expenses and/or certain gains and losses. Management believes the exclusion of these items in expressing earnings
provides a meaningful foundation for period-to-period and company-to-company comparisons, which management believes will aid both investors and
analystsin analyzing our financial measures and predicting future performance. These non-GAAP financial measures are also used by management to
assess the performance of our business, because management does not consider these items to be relevant to ongoing financial performance.

In Table 24 below, we have provided areconciliation of the non-GAAP calculation of the financial measure for the periods indicated.
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Table 24: Earnings, AsAdjusted

2018 2017 2016
(In thousands, except per share data)
GAAP net income available to common shareholders (A) $300,403 $135,083 $177,146
Adjustments:
Gain on acquisitions — (3,807) —
Merger expenses 6,013 25,743 433
FDIC loss share buy-out — — 3,849
Reduced provision for loan losses as aresult of asignificant loan recovery — — (4,457)
Hurricane expenses (1) 470 33,445 —
Effect of tax rate change — 36,935 —
Total adjustments 6,483 92,316 (175)
Tax-effect of adjustments (2 1,694 22,626 (69)
Adjustments after-tax (B) 4,789 69,690 (106)
Earnings, as adjusted (C) $305,192 $204,773 $177,040
Average diluted shares outstanding (D) 174,124 151,528 140,713
GAAP diluted earnings per share: A/D $ 173 $ 089 $ 126
Adjustments after-tax: B/D 0.02 0.46 —
Diluted earnings per common share excluding adjustments: C/D $§ 175 $ 135 $ 126

(1)  Hurricane expenses for 2018 include $470,000 of damage expense related to Hurricane Michael and expenses for 2017 include $32.9 million of
provision for loan losses and $556,000 of damage expense related to Hurricane Irma.
(2) Effectivetax rate of 26.135% for 2018 and 39.225% for 2017, adjusted for non-taxable gain on acquisition and non-deductible merger-rel ated costs.

We had $1.00 billion, $977.3 million and $396.3 million total goodwill, core deposit intangibles and other intangible assets as of December 31, 2018,
2017 and 2016, respectively. Because of our level of intangible assets and related amortization expenses, management believes diluted earnings per
common share excluding intangible amortization, tangible book value per common share, return on average assets excluding intangible amortization,
return on average tangible common equity excluding intangible amortization and tangible common equity to tangible assets are useful in evaluating our
company. These calculations, which are similar to the GAAP calculation of diluted earnings per common share, book value, return on average assets,
return on average common equity, and common equity to assets, are presented in Tables 25 through 28, respectively.
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Table 25: Tangible Book Value Per Share

Years Ended December 31,

2018 2017 2016

(In thousands, except per share data)
Book value per share: A/B $ 1376 $ 1270 $ 9.45
Tangible book value per share: (A-C-D)/B 7.90 7.07 6.63
(A) Total equity $2,349,886 $2,204,291 $1,327,490
(B) Shares outstanding 170,720 173,633 140,472
(C) Goodwill $ 958,408 $ 927,949 $ 377,983
(D) Core deposit and other intangibles 42,896 49,351 18,311

Table 26: Return on Average Assets Excluding I ntangible Amortization

Years Ended December 31,

2018 2017 2016
(Dollarsin thousands)
Return on average assets: A/D 2.06% 1.17% 1.85%
Return on average assets excluding intangible amortization:
(A+B)/(D-E) 2.25 1.26 1.95
Return on average assets excluding gain on acquisitions, merger
expenses, FDIC loss share buy-out expense, hurricane
expenses & effect of tax rate change: (ROA, as adjusted)
(A+C)/D 210 1.78 1.85
(A) Net income $ 300,403 $ 135,083 $ 177,146
(B) Intangible amortization after-tax 4,767 2,557 1,903
(C) Adjustments after-tax 4,789 69,690 (106)
(D) Average assets 14,567,213 11,499,105 9,568,853
(E) Average goodwill, core deposits and other intangible
assets 989,033 576,258 397,809
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Table 27: Return on Average Tangible Equity Excluding Intangible Amortization

Years Ended December 31,

2018 2017 2016
(Dollarsin thousands)
Return on average equity: A/D 13.17% 8.23% 14.08%
Return on average common equity excluding gain on acquisitions,
merger expenses, FDIC loss share buy-out expense, reduced
provision for loan losses as aresult of asignificant |loan recovery
hurricane expenses & effect of tax rate change: (ROE, as adjusted)
(A+C)/D 13.38 12.48 14.07
Return on average tangible equity excluding intangible amortization:
B/(D-E) 23.62 12.92 20.82
Return on average tangible common equity excluding gain on
acquisitions, merger expenses, FDIC loss share buy-out expense,
reduced provision for loan losses as aresult of asignificant loan
recovery, hurricane expenses & effect of tax rate change: (ROTCE,
as adjusted) (A+C)/(D-E) 23.62 19.23 20.58
(A) Net income $ 300,403 $ 135,083 $ 177,146
(B) Earnings excluding intangible amortization 305,170 137,640 179,049
(C) Adjustments after-tax 4,789 69,690 (106)
(D) Average equity 2,281,055 1,641,278 1,257,926
(E) Average goodwill, core deposits and other intangible assets 989,033 576,258 397,809

Table 28: Tangible Equity to Tangible Assets

Years Ended December 31,

2018 2017 2016
(Dollarsin thousands)
Equity to assets: B/A 15.36% 15.25% 13.53%
Tangible equity to tangible assets: (B-C-D)/(A-C-D) 9.43 9.11 9.89
(A) Total assets $15,302,438 $14,449,760 $9,808,465
(B) Total equity 2,349,886 2,204,291 1,327,490
(C) Goodwill 958,408 927,949 377,983
(D) Core deposit and other intangibles 42,896 49,351 18,311
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The efficiency ratio is astandard measure used in the banking industry and is cal culated by dividing non-interest expense less amortization of core
deposit intangibles by the sum of net interest income on atax equivalent basis and non-interest income. The efficiency ratio, as adjusted, is ameaningful
non-GAAP measure for management, as it excludes certain items and is cal culated by dividing non-interest expense less amortization of core deposit
intangibles by the sum of net interest income on atax equivalent basis and non-interest income excluding items such as merger expenses and/or certain
other gains and losses. In Table 29 bel ow, we have provided areconciliation of the non-GAAP calculation of the financial measure for the periods
indicated.

Table 29: Efficiency Ratio, As Adjusted

Years Ended December 31,

2018 2017 2016
(Dollarsin thousands)
Net interest income (A) $561,013 $455,905 $405,958
Non-interest income (B) 102,832 99,636 87,051
Non-interest expense (C) 264,003 240,208 191,755
FTE Adjustment (D) 5,513 7,856 7,924
Amortization of intangibles (E) 6,455 4,207 3,132
Adjustments:
Non-interest income:

Gain on acquisitions $ — $ 3,807 $ —

Gain (loss) on OREO, net 2,401 1,025 (554)

Gain (loss) on SBA loans 566 738 1,088

Gain (loss) on branches, equipment and other assets, net (120) (960) 700

Gain (loss) on securities, net — 2,132 669

Other income(1) — — 925

Total non-core non-interest income (F) $ 2,847 $ 6,742 $ 2,828
Non-interest expense:

Merger expenses $ 6,013 $ 25,743 $ 433

FDIC loss share buy-out — — 3,849

Hurricane damage expense 470 556 —

Other expense(? — 47 2,283

Total non-core non-interest expense (G) $ 6,483 $ 26,346 $ 6,565

Efficiency ratio (reported): ((C-E)/(A+B+D)) 38.48% 41.89% 37.65%
Core efficiency ratio (non-GAAP): ((C-E-G)/(A+B+D-F)) 37.67 37.66 36.55

(1) Amount includes recoverieson historical |osses.
(20  Amount includes vacant properties write-downs.
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Table 30 presents selected unaudited quarterly financial information for 2018 and 2017.

Income statement data:

Total interest income

Total interest expense

Net interest income

Provision for loan |osses

Net interest income after provision for loan losses
Total non-interest income

Total non-interest expense

Income before income taxes

Income tax expense

Net income
Per share data:

Basic earnings per common share
Diluted earnings per common share

Income statement data:
Total interest income

Total interest expense

Net interest income
Provision for loan losses
Net interest income after provision for |oan losses
Total non-interest income
Total non-interest expense
Income before income taxes
Income tax expense

Net income

Per share data:
Basic earnings per common share
Diluted earnings per common share

Recent Accounting Pronouncements

Table 30: Quarterly Results

2018 Quarters

First Second

Third Fourth

Total

(In thousands, except per share data)

$160,976 $166,561 $180,051 $177,780 $685,368
24,767 27,949 34,141 37,498 124,355
136,209 138,612 145910 140,282 561,013
1,600 2,722 — — 4,322
134,609 135890 145910 140,282 556,691
25,805 27,673 25,847 23507 102,832
63,380 63,228 66,123 71,272 264,003
97,034 100,335 105,634 92,517 395,520
23,970 24,310 25,350 21,487 95,117
$ 73,064 $ 76,025 $ 80,284 $ 71,030 $300,403
$ 042 $ 044 $ 046 $ 041 $ 173
0.42 0.44 0.46 041 173
2017 Quarters
First Second Third Fourth Total

(In thousands, except per share data)

$114,494 $122,863 $123,913 $158,981 $520,251
9679 15511 17,144 22012 64,346
104,815 107,352 106,769 136,969 455,905
3,914 387 35,023 4926 44,250
100,901 106,965 71,746 132,043 411,655
26470 24417 21457 27,292 99,636
55141 51,003 70,846 _ 63,218 240,208
72230 80379 22357 96,117 271,083
25374 30,282 7536 72,808 136,000

$ 46,85 $ 50,097 §$ 14,821 $ 23,309 $135,083
$ 033 ¢$ 03 $ 010 $ 013 $§ 090
0.33 0.35 0.10 0.13 0.89

See Note 24 to the Notes to Consolidated Financial Statements for a discussion of certain recent accounting pronouncements.
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
Liquidity and Market Risk Management

Liquidity Management. Liquidity refersto the ability or the financial flexibility to manage future cash flows to meet the needs of depositors and
borrowers and fund operations. Maintaining appropriate levels of liquidity allows usto have sufficient funds available for reserve requirements, customer
demand for loans, withdrawal of deposit balances and maturities of deposits and other liabilities. Our primary source of liquidity for our holding company
isdividends paid by our bank subsidiary. Applicable statutes and regul ations impose restrictions on the amount of dividends that may be declared by
our bank subsidiary. Further, any dividend payments are subject to the continuing ability of the bank subsidiary to maintain compliance with minimum
federal regulatory capital requirements and to retain its characterization under federal regulations as a“well-capitalized” institution.

Our bank subsidiary has potential obligations resulting from the issuance of standby letters of credit and commitments to fund future borrowings
to our loan customers. Many of these obligations and commitments to fund future borrowings to our loan customers are expected to expire without being
drawn upon; therefore, the total commitment amounts do not necessarily represent future cash requirements affecting our liquidity position.

Liquidity needs can be met from either assets or liabilities. On the asset side, our primary sources of liquidity include cash and due from banks,
federal funds sold, available-for-sale investment securities and scheduled repayments and maturities of loans. We maintain adequate levels of cash and
cash equivalents to meet our day-to-day needs. As of December 31, 2018, our cash and cash equivalents were $657.9 million, or 4.3% of total assets,
compared to $635.9 million, or 4.4% of total assets, as of December 31, 2017. Our available-for-sale investment securities and federal funds sold were
$1.79 hillion and $1.69 billion as of December 31, 2018 and 2017, respectively.

As of December 31, 2018, our investment portfolio was comprised of approximately 73.1% or $1.31 hillion of securities which mature in lessthan five
years. As of December 31, 2018 and 2017, $1.32 billion and $1.18 hillion, respectively, of securities were pledged as collateral for various public fund
deposits and securities sold under agreements to repurchase.

Ontheliability side, our principal sources of liquidity are deposits, borrowed funds, and access to capital markets. Customer deposits are our
largest sources of funds. As of December 31, 2018, our total deposits were $10.90 hillion, or 71.2% of total assets, compared to $10.39 billion, or 71.9% of
total assets, as of December 31, 2017. We attract our deposits primarily from individuals, business, and municipalities located in our market areas.

In the event that additional short-term liquidity is needed to temporarily satisfy our liquidity needs, we have established and currently maintain
lines of credit with the Federal Reserve Bank (“ Federal Reserve”) and First National Bankers' Bank to provide short-term borrowingsin the form of federal
funds purchases. In addition, we maintain lines of credit with two other financial institutions.

As of December 31, 2018 and 2017, we could have borrowed up to $288.0 million and $106.4 million, respectively, on a secured basis from the
Federal Reserve, up to $50.0 million from First National Bankers' Bank on an unsecured basis, and up to $45.0 million in the aggregate from other financial
institutions on an unsecured basis. The unsecured lines may be terminated by the respective institutions at any time.

Thelines of credit we maintain with the FHLB can provide us with both short-term and long-term forms of liquidity on a secured basis. FHLB
borrowed funds were $1.47 billion and $1.30 billion at December 31, 2018 and 2017, respectively. Other borrowed funds were $2.5 million and are classified
as short-term advances as of December 31, 2018. At December 31, 2018, $782.6 million and $698.8 million of the outstanding balance were issued as short-
term and long-term advances, respectively. At December 31, 2017, $525.0 million and $774.2 million of the outstanding balance were issued as short-term
and long-term advances, respectively. Our FHLB borrowing capacity was $2.62 and $1.96 billion as of December 31, 2018 and 2017, respectively.
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On April 3, 2017, the Company completed an underwritten public offering of $300 million in aggregate principal amount of its Notes which were
issued at 99.997% of par, resulting in net proceeds, after underwriting discounts and issuance costs, of approximately $297.0 million. The Notes are
unsecured, subordinated debt obligations of the Company and will mature on April 15, 2027. The Notes qualify as Tier 2 capital for regulatory purposes.

For purposes of determining our liquidity position, we use the primary liquidity ratio; ameasure of liquidity calculated as the excess Federal
Reserve Bank balances plus federal funds sold plus unpledged securities divided by total liabilities. We also use the alternative liquidity ratio which is
calculated as cash and due from banks plus federal funds sold plus unpledged securities divided by total liabilities. Our primary liquidity ratio and
aternative liquidity ratio were 8.50% and 10.89%, respectively, as of December 31, 2018. Management believes our current liquidity position is adequate
to meet foreseeable liquidity requirements.

We believe that we have sufficient liquidity to satisfy our current operations.

Market Risk Management. Our primary component of market risk isinterest rate volatility. Fluctuationsin interest rates will ultimately impact both
the level of income and expense recorded on alarge portion of our assets and liabilities, and the market value of all interest-earning assets and interest-
bearing liabilities, other than those which possess a short term to maturity. We do not hold market risk sensitive instruments for trading purposes.

Asset/Liability Management. Our management actively measures and manages interest rate risk. The asset/liability committees of the boards of
directors of our holding company and bank subsidiary are also responsible for approving our asset/liability management policies, overseeing the
formulation and implementation of strategies to improve balance sheet positioning and earnings, and reviewing our interest rate sensitivity position.

One of the tools that our management uses to measure short-term interest rate risk is a net interest income simulation model. Thisanalysis
calculates the difference between net interest income forecasted using base market rates and using arising and afalling interest rate scenario. The income
simulation model includes various assumptions regarding the re-pricing relationships for each of our products. Many of our assets are floating rate loans,
which are assumed to re-price immediately, and proportional to the change in market rates, depending on their contracted index. Some loans and
investments include the opportunity of prepayment (embedded options), and accordingly the simulation model usesindexes to estimate these
prepayments and reinvest their proceeds at current yields. Our non-term deposit products re-price more slowly, usually changing less than the changein
market rates and at our discretion.

This analysisindicates the impact of changesin net interest income for the given set of rate changes and assumptions. It assumes the balance
sheet remains static and that its structure does not change over the course of the year. It does not account for all factors that impact this analysis,
including changes by management to mitigate the impact of interest rate changes or secondary impacts such as changes to our credit risk profile as
interest rates change.

Furthermore, loan prepayment rate estimates and spread relationships change regularly. Interest rate changes create changesin actual loan
prepayment rates that will differ from the market estimatesincorporated in this analysis. Changes that vary significantly from the assumptions may have
significant effects on our net interest income.

For therising and falling interest rate scenarios, the base market interest rate forecast was increased and decreased over twelve months by 200 and
100 basis points, respectively. At December 31, 2018, our net interest margin exposure related to these hypothetical changesin market interest rates was
within the current guidelines established by us.
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Table 31 presents our sensitivity to net interest income as of December 31, 2018.

Table 31: Sensitivity of Net Interest Income

Per centage
Change
Interest Rate Scenario from Base
Up 200 basis points 5.77%
Up 100 basis points 3.16
Down 100 basis points (5.90)
Down 200 basis points (11.90)

Interest Rate Sensitivity. Our primary business is banking and the resulting earnings, primarily net interest income, are susceptible to changesin
market interest rates. It is management’s goal to maximize net interest income within acceptable levels of interest rate and liquidity risks.

A key element in the financial performance of financial institutionsisthe level and type of interest rate risk assumed. The single most significant
measure of interest rate risk is the relationship of the repricing periods of earning assets and interest-bearing liabilities. The more closely the repricing
periods are correlated, the less interest rate risk we assume. We use repricing gap and simulation modeling as the primary methods in analyzing and
managing interest rate risk.

Gap analysis attempts to capture the amounts and timing of balances exposed to changesin interest rates at agiven point in time. As of
December 31, 2018, our gap position was asset sensitive with aone-year cumulative repricing gap as a percentage of total earning assets of 1.2%.

During this period, the amount of change our asset base realizesin relation to the total change in market interest ratesis higher than that of the
liability base. Asaresult, our net interest income will have a positive effect in an environment of modestly rising rates.

We have a portion of our securities portfolio invested in mortgage-backed securities. Mortgage-backed securities are included based on their final
maturity date. Expected maturities may differ from contractual maturities because borrowers may have the right to call or prepay obligations with or
without call or prepayment penalties.
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Table 32 presents asummary of the repricing schedule of our interest-earning assets and interest-bearing liabilities (gap) as of December 31, 2018.

Earning assets
Interest-bearing deposits due from
banks
Federal funds sold
Investment securities
Loansreceivable
Total earning assets
Interest-bearing liabilities
Savings and interest-bearing
transaction
accounts
Time deposits
Securities sold under repurchase
agreements
FHLB borrowed funds
Subordinated debentures

Total interest-bearing liabilities
Interest rate sensitivity gap
Cumulative interest rate sensitivity gap
Cumulative rate sensitive assetsto rate
sensitiveliabilities
Cumulative gap as a % of total earning
assets

Table 32: Interest Rate Sensitivity

Interest Rate Sensitivity Period

100

0-30 31-90 91-180 181-365 1-2 2-5 Over 5
Days Days Days Days Years Years Years Total
(Dollarsin thousands)
$ 482915 $ — $ — $ — $ — $ — $ — $ 482,915
325 — — — — — — 325
290,771 56,617 54,121 136,971 203,274 499,002 737,882 1,978,638
3,403,325 639,552 805,744 1,356,484 1,704,797 2,495,465 666,512 11,071,879
4,177,336 696,169 859,865 1,493,455 1,908,071 2,994,467 1,404,394 13,533,757
$1,218028 $ 514,287 $ 771431 $1542862 $ 884,867 $ 643506 $1,049429 $ 6,624,407
201,778 187,292 282,728 849,734 244,375 105,496 2,736 1,874,139
143,679 — — — — — — 143,679
330.580 450,797 15,046 478,853 197,117 — — 1,472,393
70,841 — — — — 297,949 — 368,790
1,964,906 1,152,376 1,069,205 2,871,449 1,326,359 1,046,951 1,052,162 10,483,408
$2,212,430  $ (456,207) $ (209,340) $(1,377.994) $ 581,712 $1,947516 $ 352232 $ 3,050,349
$2,212430 $1,756,223 $1,546883 $ 168889 $ 750,601 $2,698,117  $3,050,349
212.6% 156.3% 136.9% 102.4% 109.0% 128.6% 129.1%
16.3% 13.0% 11.4% 1.2% 5.5% 19.9% 22.5%
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Item 8. CONSOLIDATED FINANCIAL STATEMENTSAND SUPPLEMENTARY DATA

Management’s Report on Internal Control Over Financial Reporting

The management of Home BancShares, Inc. (the “ Company”) is responsible for establishing and maintaining adequate internal control over financial
reporting as defined in Rule 13a-15(f) under the Securities Exchange Act of 1934. The Company’sinternal control over financial reporting is a process
designed to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation and fair presentation of the Company’s
financial statementsfor external purposesin accordance with accounting principles generally accepted in the United States of America.

Because of inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Accordingly, even those systems
determined to be effective can provide only reasonabl e assurance with respect to financial statement preparation and presentation.

Management assessed the effectiveness of the Company’sinternal control over financial reporting as of December 31, 2018. In making this assessment,
management used the criteriaset forth in Internal Control — Integrated Framework (2013 edition) issued by the Committee of Sponsoring Organizations
of the Treadway Commission (COSO). Based on this assessment, management has determined that the Company’sinternal control over financial
reporting as of December 31, 2018 is effective based on the specified criteria

BKD, LLP, theindependent registered public accounting firm that audited the consolidated financial statements of the Company included in this Annual
Report on Form 10-K, hasissued an attestation report on the effectiveness of the Company’ sinternal control over financial reporting as of December 31,
2018. The report, which expresses an unqualified opinion on the effectiveness of the Company’sinternal control over financial reporting as of

December 31, 2018, isincluded herein.
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Stockholders
Home BancShares, Inc.
Conway, Arkansas

Opinion on the Consolidated Financial Statements

We have audited the accompanying consolidated balance sheets of Home BancShares, Inc. (the Company) as of December 31, 2018 and 2017, and the
related consolidated statements of income, comprehensive income, stockholders' equity and cash flows for each of the yearsin the three-year period
ended December 31, 2018, and the related notes (collectively referred to asthe “financial statements”). In our opinion, the consolidated financial
statements referred to above present fairly, in all material respects, the financial position of the Company as of December 31, 2018 and 2017, and the
results of its operations and its cash flows for each of the yearsin the three-year period ended December 31, 2018, in conformity with accounting
principles generally accepted in the United States of America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”), the Company’s
internal control over financial reporting as of December 31, 2018, based on criteria established in Internal Control — Integrated Framework (2013 edition)
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) and our report dated February 26, 2019, expressed an
unqualified opinion on the effectiveness of the Company’sinternal control over financial reporting.

Basisfor Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility isto express an opinion on the Company’s financial
statements based on our audits.

We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S.
federal securitieslaws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our auditsin accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain
reasonabl e assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our auditsincluded
performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures
that respond to those risks. Such proceduresinclude examining, on atest basis, evidence regarding the amounts and disclosures in the financial
statements. Our audits also included evaluating the accounting principles used and significant estimates made by management, as well as evaluating the
overall presentation of the financial statements. We believe that our audits provide a reasonabl e basis for our opinion.

/s/ BKD, LLp
We have served as the Company’s auditor since 2005.

Little Rock, Arkansas
February 26, 2019
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Report of Independent Registered Public Accounting Firm

Audit Committee, Board of Directors and Stockholders
Home BancShares, Inc.
Conway, Arkansas

Opinion on the I nternal Control Over Financial Reporting

We have audited Home BancShares, Inc.’s (the Company) internal control over financial reporting as of December 31, 2018, based on criteria established
in Internal Control — Integrated Framework (2013 edition) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO).

In our opinion, the Company maintained, in all material respects, effectiveinternal control over financial reporting as of December 31, 2018, based on
criteriaestablished in Internal Control — Integrated Framework: (2013) issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB"), the
consolidated financial statements of the Company and our report dated February 26, 2019, expressed an unqualified opinion thereon.

Basisfor Opinion

The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness
of internal control over financial reporting, included in the accompanying Management’s Report on Internal Control Over Financial Reporting. Our
responsibility isto express an opinion on the Company’sinternal control over financial reporting based on our audit.

We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S.
federal securitieslaws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain
reasonabl e assurance about whether effectiveinternal control over financial reporting was maintained in all material respects.

Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that amaterial weakness exists and testing
and eval uating the design and operating effectiveness of internal control based on the assessed risk. Our audit also included performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides areasonabl e basis for our opinion.

Definitions and Limitations of I nternal Control Over Financial Reporting

A company’sinternal control over financial reporting is a process designed to provide reasonabl e assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonabl e detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statementsin accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the company; and (3) provide
reasonabl e assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the company’s assets that could have a
material effect on thefinancial statements.
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Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation
of effectivenessto future periods are subject to the risk that controls may become inadequate because of changesin conditions or that the degree of
compliance with the policies or procedures may deteriorate.

/s/ BKD, LLp

Little Rock, Arkansas
February 26, 2019
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Home BancShares, Inc.
Consolidated Balance Sheets

December 31,
(In thousands, except share data) 2018 2017
Assets
Cash and due from banks $ 175024 $ 166915
I nterest-bearing deposits with other banks 482,915 469,018
Cash and cash equivalents 657,939 635,933
Federal funds sold 325 24,109
Investment securities — available-for-sale 1,785,862 1,663,517
Investment securities — hel d-to-maturity 192,776 224,756
Loansreceivable 11,071,879 10,331,188
Allowance for loan | osses (108,791) (110,266)
L oansreceivable, net 10,963,088 10,220,922
Bank premises and equipment, net 233,261 237,439
Foreclosed assets held for sale 13,236 18,867
Cash value of lifeinsurance 148,621 146,866
Accrued interest receivable 48,945 45,708
Deferred tax asset, net 73,275 76,564
Goodwill 958,408 927,949
Core deposit and other intangibles 42,896 49,351
Other assets 183,806 177,779
Total assets $ 15302438  $ 14,449,760
Liabilitiesand Stockholders Equity
Deposits:
Demand and non-interest-bearing $ 2401232 $ 2385252
Savings and interest-bearing transaction accounts 6,624,407 6,476,819
Time deposits 1,874,139 1,526,431
Total deposits 10,899,778 10,388,502
Securities sold under agreements to repurchase 143,679 147,789
FHLB and other borrowed funds 1,472,393 1,299,188
Accrued interest payable and other liabilities 67,912 41,959
Subordinated debentures 368,790 368,031
Total liabilities 12,952,552 12,245,469
Stockholders' equity:
Common stock, par value $0.01; shares authorized 200,000,000 in 2018 and 2017; shares issued and outstanding
170,720,072 in 2018 and 173,632,983 in 2017 1,707 1,736
Capital surplus 1,609,810 1,675,318
Retained earnings 752,184 530,658
Accumulated other comprehensive (loss) income (13,815) (3,421)
Total stockholders equity 2,349,886 2,204,291
Total liabilitiesand stockholders' equity $ 15,302,438  $ 14,449,760

See accompanying notes.
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Home BancShares, Inc.
Consolidated Statements of Income

Year Ended December 31,

(In thousands, except per share data) 2018 2017 2016
Interest income:
Loans $630,596  $479,189  $403,39%4
Investment securities
Taxable 36,833 26,776 21,246
Tax-exempt 13,257 11,967 11,417
Deposits — other banks 4,649 2,309 471
Federal funds sold 33 10 9
Total interest income 685,368 520,251 436,537
I nterest expense:
Interest on deposits 79,589 33,777 15,926
Federal funds purchased 1 1 2
FHLB and other borrowed funds 22,354 14,513 12,484
Securities sold under agreements to repurchase 1,822 918 574
Subordinated debentures 20,589 15,137 1,593
Total interest expense 124,355 64,346 30,579
Net interest income 561,013 455,905 405,958
Provision for loan losses 4,322 44,250 18,608
Net interest income after provision for loan losses 556,691 411,655 387,350
Non-inter est income:
Service charges on deposit accounts 26,851 24,922 25,049
Other service charges and fees 36,591 36,127 30,200
Trust fees 1,552 1,678 1,457
Mortgage lending income 12,379 13,286 14,399
I nsurance commissions 2,110 1,948 2,296
Increasein cash value of lifeinsurance 2,856 1,989 1,412
Dividends from FHL B, FRB, First National Bankers Bank & other 5,757 3,485 3,091
Gain on acquisitions — 3,807 —
Gain on sale of SBA loans 566 738 1,088
Gain (loss) on sale of branches, equipment and other assets, net (120) (960) 700
Gain (loss) on OREO, net 2,401 1,025 (554)
Gain (loss) on securities, net — 2,132 669
FDIC indemnification accretion/(amortization), net — — (772)
Other income 11,889 9,459 8,016
Total non-interest income 102,832 99,636 87,051
Non-inter est expense:
Salaries and employee benefits 143,545 119,369 101,962
Occupancy and equipment 33,960 30,055 26,129
Data processing expense 14,428 11,998 10,499
Other operating expenses 72,070 78,786 53,165
Total non-interest expense 264,003 240,208 191,755
Income befor eincome taxes 395,520 271,083 282,646
Income tax expense 95,117 136,000 105,500
Net income $300,403 $135083 $177,146
Basic earnings per common share $ 173 $ 090 $ 126
Diluted earnings per common share $ 173 $ 089 $ 126

See accompanying notes.
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Home BancShares, Inc.

Consolidated Statements of Comprehensive Income

Year Ended December 31,

(In thousands) 2018 2017 2016
Net income available to all stockholders $300,403 $135083 $177,146
Net unrealized gain (loss) on available-for-sale securities (12,983) (3,419) (5,546)
Less: reclassification adjustment for realized (gains) losses included in income — (2,132) (669)
Effect of tax rate change on unrealized gain (loss) on available-for-sale securities — (737) —
Other comprehensive income (loss), before tax effect (12,983) (6,288) (6,215)
Tax effect on other comprehensive (loss) income 3,579 2,467 2,438
Other comprehensive income (10ss) (9,404) (3,821) (3,777)
Comprehensive income $290,999 $131262 $173,369
Home BancShares, Inc.
Consolidated Statements of Stockholders Equity
Y ear s Ended December 31, 2018, 2017 and 2016
Accumulated
Other
Common Capital Retained Comprehensive
(In thousands, except share data) Stock Surplus Earnings Income (L oss) Total
Balancesat January 1, 2016 701 867,981 326,898 4177 1,199,757
Comprehensiveincome:
Net income — — 177,146 — 177,146
Other comprehensive income (10ss) — — — (3,777) (3,777)
Net issuance of 492,739 shares of common stock from exercise of stock
options plus issuance of 10,000 bonus shares of unrestricted common
stock 3 1,492 — — 1,495
I ssuance of common stock — 2-for-1 stock split 702 (702) — — —
Repurchase of 510,608 shares of common stock 3 (9,814) — — (9,817)
Tax benefit from stock options exercised — 4,154 — — 4,154
Share-based compensation net issuance of 243,734 shares of restricted
common stock 2 6,626 — — 6,628
Cash dividends — Common Stock, $0.3425 per share — — (48,096) — (48,096)
Balances at December 31, 2016 1,405 869,737 455,948 400 1,327,490
Comprehensive income:
Net income — — 135,083 — 135,083
Other comprehensive income (l0ss) — — — (3,821) (3,821)
Net issuance of 185,116 shares of common stock from exercise of stock
options 2 1,080 — — 1,082
Issuance of 2,738,038 shares of common stock from acquisition of GHI,
net of issuance costs of approximately $195 27 77,290 — — 77,317
Issuance of 30,863,658 shares of common stock from acquisition of
Stonegate, net of issuance costs of approximately $630 309 741,324 — — 741,633
Repurchase of 857,800 shares of common stock 9) (20,816) — — (20,825)
Share-based compensation net issuance of 231,766 shares of restricted
common stock 2 6,703 — — 6,705
Cash dividends — Common Stock, $0.4000 per share — — (60,373) — (60,373)
Balances at December 31, 2017 $ 1736 $1675318 $530658 $ (3421) $2,204,291
Comprehensive income:
Net income — — 300,403 — 300,403
Other comprehensive income (10ss) — — — (9,404) (9,404)
Net issuance of 201,371 shares of common stock from exercise of stock
options 2 1,452 — — 1,454
I ssuance of 1,250,000 shares of common stock from acquisition of Shore
Premier Finance 13 28,188 — — 28,201
Impact of adoption of hew accounting standards(1) — — 990 (990) —
Repurchase of 5,307,689 shares of common stock (53) (104,223) — — (104,276)
Share-based compensation net issuance of 961,125 shares of restricted
common stock 9 9,075 — — 9,084
Cash dividends — Common Stock, $0.46 per share — — (79,867) — (79,867)
Balances at December 31, 2018 $ 1707 $1609810 $752184 $ (13815)  $2,349,886




(1) Representstheimpact of adopting Accounting Standard Update (“ASU”) 2016-01. See Note 1 to the consolidated financial statements for more
information.

See accompanying notes.
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Home BancShares, Inc.
Consolidated Statements of Cash Flows

Year Ended December 31,

(In thousands) 2018 2017 2016
Operating Activities
Net income $300,403  $135083  $ 177,146
Adjustments to reconcile net income to net cash provided by (used in)
operating activities:
Depreciation & amortization 19,205 16,716 14,548
Amortization of securities, net 14,205 12,917 11,591
Accretion of purchased loans (41,455) (35,716) (42,343)
Share-based compensation 9,084 6,705 6,628
Tax benefits from stock options exercised — — (4,154)
(Gain) loss on assets (3,302) (4,223) 1,978
Gain on acquisitions — (3,807) —
Provision for loan losses 4,322 44,250 18,608
Deferred income tax effect 3,289 34,084 12,705
Increase in cash value of life insurance (2,856) (1,989) (1,412)
Originations of mortgage loans held for sale (347,410) (333,558) (354,481)
Proceeds from sales of mortgage |oans held for sale 327,488 345,501 337,128
Changesin assets and liabilities:
Accrued interest receivable (2,413) (6,451) (1,706)
Indemnification and other assets (2,419) (37,285) (11,520)
Accrued interest payable and other liabilities 24,078 (31,033) 10,985
Net cash provided by operating activities 302,219 141,194 175,701
Investing Activities
Net decrease (increase) in federal funds sold 23,784 (21,044) —
Net increasein loans, excluding loans acquired (329,001) (137,219) (722,322)
Purchases of investment securities — available-for-sale (500,713) (692,482) (253,458)
Proceeds from maturities of investment securities — available-for-sale 348,032 184,280 284,392
Proceeds from sale of investment securities — available-for-sale — 32,732 87,157
Proceeds from sale of equity securities 3,768 — —
Purchases of investment securities — held-to-maturity — (281) (25,933)
Proceeds from maturities of investment securities — held-to-maturity 31,360 58,162 49,231
Proceeds from qualified sale of investment securities — hel d-to-maturity — 491 —
Proceeds from foreclosed assets held for sale 19,249 18,734 13,978
Proceeds from sale of SBA loans 9,443 13,630 17,910
Purchases of premises and equipment, net (7,950) (5,191) (3,082)
Return of investment on cash value of life insurance 1,544 592 57
Net cash proceeds (paid) received — market acquisitions (377,411) 227,842 —
Cash paid on FDIC loss share buy-out — — (6,613)
Net cash used in investing activities (777,895) (319,754) (558,683)
Financing Activities
Net increase in deposits, excluding deposits acquired 511,276 476,623 503,918
Net (decrease) increase in securities sold under agreements to repurchase (4,110) 336 (7,099)
Net increase (decrease) in FHLB and other borrowed funds 173,205 (95,375) (100,747)
Proceeds from exercise of stock options 1,454 1,082 1,495
Proceeds from issuance of subordinated debentures — 297,201 —
Repurchase of common stock (104,276) (20,825) (9,817)
Common stock issuance costs — market acquisitions — (825) —
Tax benefits from stock options exercised — — 4,154
Dividends paid on common stock (79,867) (60,373) (48,096)
Net cash provided by financing activities 497,682 597,844 343,808
Net changein cash and cash equivalents 22,006 419,284 (39,174)
Cash and cash equivalents— beginning of year 635,933 216,649 255,823
Cash and cash equivalents— end of year $ 657,939 $ 635,933 $ 216,649

See accompanying notes.
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Home BancShares, Inc.

Notesto Consolidated Financial Statements

1. Nature of Operationsand Summary of Significant Accounting Policies
Nature of Operations

Home BancShares, Inc. (the “ Company” or “HBI") is abank holding company headquartered in Conway, Arkansas. The Company is primarily
engaged in providing afull range of banking servicesto individual and corporate customers through its wholly-owned bank subsidiary — Centennial
Bank (sometimesreferred to as“ Centennial” or the “Bank”). The Bank has branch locationsin Arkansas, Florida, South Alabamaand New Y ork City. The
Company is subject to competition from other financial institutions. The Company also is subject to the regulation of certain federal and state agencies
and undergoes periodic examinations by those regulatory authorities.

A summary of the significant accounting policies of the Company follows:

Operating Segments

Operating segments are components of an enterprise about which separate financial information is available that is evaluated regularly by the chief
operating decision maker in deciding how to allocate resources and in assessing performance. The Bank is the only significant subsidiary upon which
management makes decisions regarding how to allocate resources and assess performance. Each of the branches of the Bank provide a group of similar
banking services, including such products and services as commercial, real estate and consumer |oans, time deposits, checking and savings accounts.
Theindividual bank branches have similar operating and economic characteristics. While the chief decision maker monitors the revenue streams of the
various products, services and branch locations, operations are managed, and financial performance is evaluated on a Company-wide basis. Accordingly,
all of the banking services and branch locations are considered by management to be aggregated into one reportabl e operating segment.

Use of Estimates

The preparation of financial statementsin conformity with accounting principles generally accepted in the United States of Americarequires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Material estimatesthat are particularly susceptible to significant change relate to the determination of the allowance for |oan losses, the valuation
of investment securities, the valuation of foreclosed assets and the val uations of assets acquired and liabilities assumed in business combinations. In
connection with the determination of the allowance for loan losses and the val uation of foreclosed assets, management obtains independent appraisals
for significant properties.

Principles of Consolidation

The consolidated financial statementsinclude the accounts of HBI and its subsidiaries. Significant intercompany accounts and transactions have
been eliminated in consolidation.

Reclassifications

Various items within the accompanying consolidated financial statementsfor previous years have been reclassified to provide more comparative
information. These reclassifications had no effect on net earnings or stockholders' equity.
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Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand, cash held as demand deposits at various banks and the Federal Reserve Bank (“FRB") and
interest-bearing deposits with other banks. The Bank is required to maintain an average reserve balance with either the FRB or in the form of cash on
hand. The required reserve balance at December 31, 2018 was $47.8 million.

I nvestment Securities

Interest on investment securities is recorded asincome as earned. Amortization of premiums and accretion of discounts are recorded as interest
income from securities. Realized gains and losses are recorded as net security gains (losses). Gains or losses on the sale of securities are determined
using the specific identification method.

Management determines the classification of securities as available-for-sale, held-to-maturity, or trading at the time of purchase based on the intent
and objective of theinvestment and the ability to hold to maturity. Fair values of securities are based on quoted market prices where available. If quoted
market prices are not available, estimated fair values are based on quoted market prices of comparable securities. The Company has no trading securities.

Securities available-for-sale are reported at fair value with unrealized holding gains and | osses reported as a separate component of stockholders’
equity and other comprehensive income, net of taxes. Securitiesthat are held as available-for-sale are used as a part of HBI' s asset/liability management
strategy. Securities that may be sold in response to interest rate changes, changes in prepayment risk, the need to increase regulatory capital, and other
similar factors are classified as available-for-sale.

Securities held-to-maturity, which include any security for which we have the positive intent and ability to hold until maturity, are reported at
historical cost adjusted for amortization of premiums and accretion of discounts. Starting January 1, 2018, premiums are now amortized to call date under
ASU 2017-08 and discounts are accreted to interest income using the constant yield method over the period to maturity.

Loans Receivable and Allowance for Loan L osses

L oans receivable that management has the intent and ability to hold for the foreseeable future or until maturity or payoff are reported at their
outstanding principal balance adjusted for any charge-offs, deferred fees or costs on originated loans. I nterest income on loansis accrued over the term
of the loans based on the principal balance outstanding. Loan origination fees and direct origination costs are capitalized and recognized as adjustments
toyield on therelated loans.

The allowance for loan losses is established through a provision for |oan | osses charged against income. The allowance represents an amount that,
in management’s judgment, will be adequate to absorb probable credit losses on existing |oans that may become uncollectible and probable credit osses
inherent in the remainder of the loan portfolio. The amounts of provisionsto the allowance for |oan |osses are based on management’s analysis and
evaluation of the loan portfolio for identification of problem credits, internal and external factors that may affect collectability, relevant credit exposure,
particular risksinherent in different kinds of lending, current collateral values and other relevant factors.

The allowance consists of allocated and general components. The allocated component relates to loans that are classified asimpaired. For those
loansthat are classified asimpaired, an allowance is established when the discounted cash flows, collateral value or observable market price of the
impaired loan is lower than the carrying value of that loan. The general component covers non-classified loans and classified loans less than $2.0 million
and is based on historical charge-off experience and expected loss given default derived from the Bank’ s internal risk rating process. Other adjustments
may be made to the allowance for pools of loans accounted for under FASB ASC 310-30, Loans Acquired with Deteriorated Credit Quality, after an
assessment of internal or external influences on credit quality that are not fully reflected in the historical loss or risk rating data.
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Loans considered impaired, under FASB ASC 310-10-35, are loans for which, based on current information and events, it is probable that the
Company will be unable to collect all amounts due according to the contractual terms of the loan agreement. The aggregate amount of impairment of loans
isutilized in evaluating the adequacy of the allowance for |oan losses and amount of provisionsthereto. Losses on impaired loans are charged against
the allowance for |oan losses when in the process of collection, it appears likely that such losses will be realized. The accrual of interest on impaired loans
is discontinued when, in management’s opinion, the borrower may be unable to meet payments as they become due. When accrual of interest is
discontinued, all unpaid accrued interest is reversed.

Groups of loans with similar risk characteristics are collectively evaluated for impairment based on the group’s historical |oss experience adjusted
for changesin trends, conditions and other relevant factors that affect repayment of the loans.

L oans are placed on non-accrual status when management believes that the borrower’sfinancial condition, after giving consideration to economic
and business conditions and collection efforts, is such that collection of interest is doubtful, or generally when loans are 90 days or more past due. Loans
are charged against the allowance for |oan | osses when management believes that the collectability of the principal isunlikely. Accrued interest related to
non-accrual loansis generally charged against the allowance for loan losses when accrued in prior years and reversed from interest incomeif accrued in
the current year. Interest income on non-accrual |oans may be recognized to the extent cash payments are received, but payments received are usually
applied to principal. Non-accrual loans are generally returned to accrual status after being current for aperiod of at least six months. An exception to this
six-month period can be made if it can be proven that the borrower has historically demonstrated repayment performance consistent with the terms of the
|oan and the Company expectsto collect all principal and interest.

Acquisition Accounting and Acquired Loans

The Company accounts for its acquisitions under FASB ASC Topic 805, Business Combinations, which requires the use of the purchase method of
accounting. All identifiable assets acquired, including loans, are recorded at fair value. No allowance for loan losses related to the acquired loansis
recorded on the acquisition date as the fair value of the loans acquired incorporates assumptions regarding credit risk. Loans acquired are recorded at fair
value in accordance with the fair value methodol ogy prescribed in FASB ASC Topic 820, Fair Value Measurements. The fair value estimates associated
with the loansinclude estimates related to expected prepayments and the amount and timing of undiscounted expected principal, interest and other cash
flows.

Over thelife of the purchased loans, the Company continues to estimate cash flows expected to be collected on individual loans or on pools of
loans sharing common risk characteristics and are treated in the aggregate when applying various val uation techniques. The Company evaluates at each
bal ance sheet date whether the present value of itsloans determined using the effective interest rates has significantly decreased and if so, recognizes a
provision for loan lossin its consolidated statement of income. For any significant increases in cash flows expected to be collected, the Company adjusts
the amount of accretable yield recognized on a prospective basis over theloan’s or pool’s weighted-average life.

For further discussion of the Company’s acquisitions, see Note 2 to the Notes to Consolidated Financial Statements.

Foreclosed Assets Held for Sale

Real estate and personal properties acquired through or in lieu of loan foreclosure are to be sold and are initially recorded at fair value less cost to
sell at the date of foreclosure, establishing a new cost basis.

Valuations are periodically performed by management, and the real estate and personal properties are carried at fair value less coststo sell. Gains
and losses from the sale of other real estate and personal properties are recorded in non-interest income, and expenses used to maintain the properties are
included in non-interest expenses.
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Bank Premises and Equipment

Bank premises and equipment are carried at cost or fair market value at the date of acquisition less accumulated depreciation. Depreciation expense
is computed using the straight-line method over the estimated useful lives of the assets. Accelerated depreciation methods are used for tax purposes.
L easehold improvements are capitalized and amortized using the straight-line method over the terms of the respective leases or the estimated useful lives
of the improvements whichever is shorter. The assets' estimated useful lives for book purposes are as follows:

Bank premises 15-40 years
Furniture, fixtures, and equipment 3-15years

Cash value of lifeinsurance

The Company has purchased life insurance policies on certain key employees. Life insurance owned by the Company is recorded at the amount
that can be realized under the insurance contract at the balance sheet date, which isthe cash surrender value adjusted for other charges or other amounts
due that are probable at settlement.

I ntangible Assets

Intangible assets consist of goodwill and core deposit intangibles. Goodwill represents the excess purchase price over the fair value of net assets
acquired in business acquisitions. The core deposit intangible represents the excess intangible val ue of acquired deposit customer relationships as
determined by valuation specialists. The core deposit intangibles are being amortized over 48 to 121 months on a straight-line basis. Goodwill is not
amortized but rather is evaluated for impairment on at least an annual basis. The Company performed its annual impairment test of goodwill and core
deposit intangibles during 2018, 2017 and 2016, as required by FASB ASC 350, I ntangibles—Goodwill and Other. The 2018, 2017 and 2016 tests
indicated no impairment of the Company’s goodwill or core deposit intangibles.

Securities Sold Under Agreementsto Repurchase

Securities sold under agreements to repurchase consist of obligations of the Company to other parties. At the point funds deposited by customers
become investable, those funds are used to purchase securities owned by the Company and held in its general account with the designation of
Customers' Securities. A third party maintains control over the securities underlying overnight repurchase agreements. The securitiesinvolved in these
transactions are generally U.S. Treasury or Federal Agency issues. Securities sold under agreements to repurchase generally mature on the banking day
following that on which the investment was initially purchased and are treated as collateralized financing transactions which are recorded at the amounts
at which the securities were sold plus accrued interest. Interest rates and maturity dates of the securitiesinvolved vary and are not intended to be
matched with funds from customers.

Derivative Financial | nstruments

The Company may enter into derivative contracts for the purposes of managing exposure to interest rate risk. The Company records all derivatives
on the consolidated balance sheet at fair value. Historically the Company’s policy has been not to invest in derivative type investments.

During 2017, the Company acquired standalone derivative financial instruments from Stonegate (See Note 2). These derivative financial instruments
consist of interest rate swaps and are recognized as assets and liabilities in the consolidated statements of financial condition at fair value. The Bank's
derivative instruments have not been designated as hedging instruments. These undesignated derivative instruments are recognized on the consolidated
balance sheet at fair value, with changesin fair value recorded in other noninterest income. As of December 31, 2018 and 2017, these derivative
instruments are not considered to be material to the Company’s financial position and results of operations. In addition, as of December 31, 2018 and
December 31, 2017, the Company had derivative contracts outstanding associated with the mortgage loans held for sale portfolio.
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Stock Options

The Company accounts for stock options in accordance with FASB ASC 718, Compensation—Stock Compensation, and FASB ASC 505-50,
Equity-Based Payments to Non-Employees, which establishes standards for the accounting for transactions in which an entity (i) exchangesits equity
instruments for goods and services, or (ii) incurs liabilities in exchange for goods and services that are based on the fair value of the entity’s equity
instruments or that may be settled by the issuance of the equity instruments. FASB ASC 718 requires that such transactions be recognized as
compensation cost in the income statement based on their fair values on the measurement date, which is generally the date of the grant.

In March 2016, the FASB issued ASU 2016-09, “ Compensation—Stock Compensation (Topic 718): Improvements to Employee Share-Based
Payment Accounting,” which simplifies several aspects of the accounting for share-based payment awards to employees, including the accounting for
income taxes, forfeitures, statutory tax withholding requirements and classification in the statement of cash flows. The new standard is effective for fiscal
years, and interim periods within those fiscal years, beginning after December 15, 2016. Early adoption is permitted in any annual or interim period for
which financial statements have not yet been issued, and all amendmentsin the ASU that apply must be adopted in the same period. The Company
adopted the new guidance in the first quarter of 2017. Under the new guidance, excess tax benefits related to equity compensation have been recognized
in the income tax expense in the consolidated statements of income rather than in capital surplusin the consolidated balance sheets and has been applied
on a prospective basis. Changes to the statements of cash flows related to the classification of excess tax benefits and employee taxes paid for share-
based payment arrangements have been implemented on aretrospective basis. The Company’s stock-based compensation plan has not historically
generated material amounts of excess tax benefits or deficiencies and, therefore, the Company has not experienced a material change in the Company’s
financial position or results of operations as aresult of the adoption and implementation of ASU 2016-09. For additional information on the stock-based
compensation plan, see Note 13.

Termination of Remaining Loss-Share Agreements

Effective July 27, 2016, we reached an agreement terminating our remaining loss-share agreements with the FDIC. As aresult, $57.4 million of the
loans, previously under | oss-share agreements including their associated discounts which were previously classified as covered loans, migrated to
non-covered |oans status during 2016. Under the terms of the agreement, Centennial made a net payment of $6.6 million to the FDIC as consideration for
the early termination of the loss share agreements, and all rights and obligations of Centennial and the FDIC under the loss share agreements, including
the clawback provisions and the settlement of loss share and expense reimbursement claims, have been resolved and terminated. This transaction with
the FDIC created a one-time acceleration of the indemnification asset plus the negotiated settlement for the true-up liability and resulted in anegative
$3.8 million pre-tax financial impact to the third quarter of 2016.

Income Taxes

The Company accounts for income taxes in accordance with income tax accounting guidance (ASC 740, Income Taxes). The income tax accounting
guidance results in two components of income tax expense: current and deferred. Current income tax expense reflects taxes to be paid or refunded for the
current period by applying the provisions of the enacted tax law to the taxable income or excess of deductions over revenues. The Company determines
deferred income taxes using the liability (or balance sheet) method. Under this method, the net deferred tax asset or liability is based on the tax effects of
the differences between the book and tax bases of assets and liabilities, and enacted changesin tax rates and laws are recognized in the period in which
they occur.
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Deferred income tax expense results from changesin deferred tax assets and liabilities between periods. Deferred tax assets are recognized if itis
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 alikelihood of more than 50 percent; the terms examined and upon examination also include resolution of the related appeals or litigation
processes, if any. A tax position that meets the more-likely-than-not recognition threshold isinitially and subsequently measured as the largest amount of
tax benefit that has a greater than 50 percent likelihood of being realized upon settlement with ataxing authority that has full knowledge of al relevant
information. The determination of whether or not atax 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 allowanceiif,
based on the weight of evidence available, it is more likely than not that some portion or all of a deferred tax asset will not be realized.

The Company and its subsidiaries file consolidated tax returns. Its subsidiary provides for income taxes on a separate return basis, and remitsto
the Company amounts determined to be currently payable.

Revenue Recognition.

Accounting Standards Codification (“ASC") Topic 606, Revenue from Contracts with Customers (“ ASC Topic 606"), establishes principles for
reporting information about the nature, amount, timing and uncertainty of revenue and cash flows arising from the entity’s contracts to provide goods or
services to customers. The core principle requires an entity to recognize revenue to depict the transfer of goods or services to customers in an amount
that reflects the consideration that it expectsto be entitled to receive in exchange for those goods or services recognized as performance obligations are
satisfied. The magjority of our revenue-generating transactions are not subject to ASC Topic 606, including revenue generated from financial instruments,
such as our loans, letters of credit, investment securities and mortgage lending income, as these activities are subject to other GAAP discussed
elsewhere within our disclosures. Descriptions of our significant revenue-generating activities that are within the scope of ASC Topic 606, which are
presented in our income statements as components of non-interest income are as follows:

*  Servicecharges on deposit accounts — These represent general service fees for monthly account maintenance and activity or transaction-
based fees and consist of transaction-based revenue, time-based revenue (service period), item-based revenue or some other individual
attribute-based revenue. Revenue is recognized when our performance obligation is completed which is generally monthly for account
maintenance services or when a transaction has been completed (such as awire transfer). Payment for such performance obligations are
generally received at the time the performance obligations are satisfied.

*  Other service charges and fees — These represent credit card interchange fees and Centennial CFG loan fees. The interchange fees are
recorded in the period the performance obligation is satisfied which is generally the cash basis based on agreed upon contracts. The
Centennia CFG loan fees are based on loan or other negotiated agreements with customers and are accounted for under ASC Topic 310.
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Earningsper Share

Basic earnings per shareis computed based on the weighted-average number of shares outstanding during each year. Diluted earnings per shareis
computed using the weighted-average shares and all potential dilutive shares outstanding during the period. The following table sets forth the
computation of basic and diluted earnings per share (EPS) for the years ended December 31:

2018 2017 2016

(In thousands, except per share data)
Net income $ 300403 $ 135083 $ 177,146
Average common shares outstanding 173,657 150,806 140,418
Effect of common stock options 467 722 295
Diluted common shares outstanding 174,124 151,528 140,713
Basic earnings per common share $ 173 $ 090 $ 1.26
Diluted earnings per common share $ 173 $ 089 % 126

2. Business Combinations
Acquisition of Shore Premier Finance

On June 30, 2018, the Company, completed the acquisition of Shore Premier Finance (“ SPF”), adivision of Union Bank & Trust of Richmond,
Virginia, the bank subsidiary of Union Bankshares Corporation. The Company paid a purchase price of approximately $377.4 million in cash, subject to
certain post-closing adjustments, and 1,250,000 shares of HBI common stock valued at approximately $28.2 million at the time of closing. SPF provides
direct consumer financing for United States Coast Guard (“USCG") registered high-end sail and power boats. Additionally, SPF provides inventory floor
plan lines of credit to marine dealers, primarily those selling USCG documented vessels.

Including the purchase accounting adjustments, as of acquisition date, SPF had approximately $377.0 million in total assets, including $376.2 million
in total loans, which resulted in goodwill of $30.5 million being recorded.

This portfolio of loansis now housed in adivision of Centennial known as Shore Premier Finance. The SPF division of Centennial is responsible for
servicing the acquired loan portfolio and originating new |oan production. In connection with this acquisition and the creation of the SPF division of
Centennial, Centennial has opened anew loan production office in Chesapeake, Virginia. Through thisloan production office, the SPF division of
Centennial will continue itsvision to build out alending platform focusing on commercial and consumer marine loans.

The Company has determined that the acquisition of the net assets of SPF constitutes a business combination as defined by the ASC Topic 805.
Accordingly, the assets acquired are presented at their fair values as required. Fair values were determined based on the requirements of ASC Topic 820.
In many cases, the determination of these fair values required management to make estimates about discount rates, future expected cash flows, market
conditions and other future events that are highly subjective in nature and subject to change.

Acquisition of Stonegate Bank

On September 26, 2017, the Company completed the acquisition of all of the issued and outstanding shares of common stock of Stonegate Bank
(“Stonegate” ), and merged Stonegate into Centennial. The Company paid a purchase price to the Stonegate shareholders of approximately $792.4 million
for the Stonegate acquisition. Under the terms of the merger agreement, shareholders of Stonegate received 30,863,658 shares of HBI common stock
valued at approximately $742.3 million at the time of closing plus approximately $50.1 million in cash in exchange for al outstanding shares of Stonegate
common stock. In addition, the holders of outstanding stock options of Stonegate received approximately $27.6 million in cash in connection with the
cancellation of their optionsimmediately before the acquisition closed, for atotal transaction value of approximately $820.0 million.

Including the effects of purchase accounting adjustments, as of acquisition date, Stonegate had approximately $2.89 billion in total assets,
$2.37 billion in loans and $2.53 billion in customer deposits. Stonegate formerly operated its banking business from 24 locations in key Florida markets
with significant presence in Broward and Sarasota counties.
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The Company has determined that the acquisition of the net assets of Stonegate constitutes a business combination as defined by the ASC Topic
805. Accordingly, the assets acquired and liabilities assumed are presented at their fair values as required. Fair values were determined based on the
requirements of ASC Topic 820. In many cases, the determination of these fair values required management to make estimates about discount rates, future
expected cash flows, market conditions and other future eventsthat are highly subjectivein nature and subject to change. The following scheduleisa
breakdown of the assets acquired and liabilities assumed as of the acquisition date:

Stonegate Bank

As
Acquired Fair Value Recorded
from Stonegate Adjustments by HBI
(Dollarsin thousands)
Assets
Cash and due from banks $ 100,958 $ — $ 100,958
I nterest-bearing deposits with other banks 135,631 — 135,631
Federal funds sold 1,515 — 1,515
Investment securities 103,041 474 103,515
Loansreceivable 2,446,149 (74,067) 2,372,082
Allowance for loan losses (21,507) 21,507 —
Loansreceivable, net 2,424,642 (52,560) 2,372,082
Bank premises and equipment, net 38,868 (3,572 35,296
Foreclosed assets held for sale 4,187 (801) 3,386
Cash value of lifeinsurance 48,000 — 48,000
Accrued interest receivable 7,088 — 7,088
Deferred tax asset, net 27,340 11,990 39,330
Goodwill 81,452 (81,452) —
Core deposit and other intangibles 10,505 20,364 30,869
Other assets 9,598 255 9,853
Total assets acquired $ 2,992,825 $  (105,302) $2,887,523
Liabilities
Deposits
Demand and non-interest-bearing $ 585,959 $ — $ 585,959
Savings and interest-bearing transaction accounts 1,776,256 — 1,776,256
Time deposits 163,567 (85) 163,482
Total deposits 2,525,782 (85) 2,525,697
FHLB borrowed funds 32,667 184 32,851
Securities sold under agreements to repurchase 26,163 — 26,163
Accrued interest payable and other liabilities 8,100 (484) 7,616
Subordinated debentures 8,345 1,489 9,834
Total liabilities assumed 2,601,057 1,104 2,602,161
Equity
Total equity assumed 391,768 (391,768) —
Total liabilities and equity assumed $ 2,992,825 $  (390,664) 2,602,161
Net assets acquired 285,362
Purchase price 792,370
Goodwill $ 507,008

The following isadescription of the methods used to determine the fair values of significant assets and liabilities presented above:

Cash and due from banks, interest-bearing deposits with other banks and federal funds sold — The carrying amount of these assets is areasonable
estimate of fair value based on the short-term nature of these assets.

Investment securities — Investment securities were acquired from Stonegate with an approximately $474,000 adjustment to market value based upon
quoted market prices.

Loans— Fair values for loans were based on a discounted cash flow methodology that considered factors including the type of loan and related
collateral, classification status, fixed or variable interest rate, term of loan and whether or not the loan was amortizing, and current discount rates. The
discount rates used for loans are based on current market rates for new originations of comparable loans and include adjustments for liquidity concerns.
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The Company evaluated $2.37 billion of the loans purchased in conjunction with the acquisition in accordance with the provisions of FASB ASC
Topic 310-20, Nonrefundabl e Fees and Other Costs, which were recorded with a$73.3 million discount. As aresult, the fair value discount on these loans
isbeing accreted into interest income over the weighted-average life of the loans using a constant yield method. The remaining $74.3 million of loans
evaluated were considered purchased credit impaired |oans within the provisions of FASB ASC Topic 310-30, Loans and Debt Securities Acquired with
Deteriorated Credit Quality, and were recorded with a $23.3 million discount. These purchase credit impaired loans will recognize interest income
through accretion of the difference between the carrying amount of the loans and the expected cash flows. The acquired Stonegate |oan balance and the
fair value adjustment on loans receivabl e includes $22.6 million of discount on purchased loans, respectively.

Bank premises and equipment — Bank premises and equipment were acquired from Stonegate with a $3.6 million adjustment to market value. This
represents the difference between current appraisals completed in connection with the acquisition and book value acquired.

Foreclosed assets held for sale — These assets are presented at the estimated fair val ues that management expects to receive when the properties
are sold, net of related costs of disposal.

Cash value of life insurance — Cash value of life insurance was acquired from Stonegate at market value.

Accrued interest receivable — Accrued interest receivable was acquired from Stonegate at market value.

Deferred tax asset — The current and deferred income tax assets and liabilities are recorded to reflect the differences in the carrying values of the
acquired assets and assumed liabilities for financial reporting purposes and the cost basis for federal income tax purposes, at the Company’s statutory
federal and state income tax rate of 39.225%.

Core deposit intangible — This intangible asset represents the value of the relationships that Stonegate had with its deposit customers. The fair
value of thisintangible asset was estimated based on a discounted cash flow methodology that gave appropriate consideration to expected customer
attrition rates, cost of the deposit base, and the net maintenance cost attributable to customer deposits. The Company recorded $30.9 million of core
deposit intangible.

Deposits— The fair values used for the demand and savings deposits that comprise the transaction accounts acquired, by definition equal the
amount payable on demand at the acquisition date. The $85,000 fair value adjustment applied for time deposits was because the weighted-average
interest rate of Stonegate’s certificates of deposits were estimated to be below the current market rates.

FHL B borrowed funds— The fair value of FHLB borrowed funds is estimated based on borrowing rates currently available to the Company for
borrowings with similar terms and maturities.

Securities sold under agreements to repurchase — Securities sold under agreements to repurchase were acquired from Stonegate at market value.

Accrued interest payable and other liabilities— The fair value used represents the adjustments of certain estimated liabilities from Stonegate.

Subordinated debentures— The fair value of subordinated debenturesis estimated based on borrowing rates currently available to the Company
for borrowings with similar terms and maturities.

The unaudited pro-forma combined consolidated financial information presents how the combined financial information of HBI and Stonegate
might have appeared had the businesses actually been combined. The following schedul e represents the unaudited pro forma combined financial
information as of the years ended December 31, 2017 and 2016, assuming the acquisition was completed as of January 1, 2017 and 2016, respectively:

Years Ended
December 31,
2017 2016
(In thousands, except per share data)

Total interest income $ 610,697 $ 538,258
Total non-interest income 107,179 95,555
Net income available to all shareholders 143,979 206,081
Basic earnings per common share $ 0.79 $ 120
Diluted earnings per common share 0.79 1.20

The unaudited pro-forma consolidated financial information is presented for illustrative purposes only and does not indicate the financial results of
the combined company had the companies actually been combined at the beginning of the period presented and had the impact of possible significant
revenue enhancements and expense efficiencies from in-market cost savings, among other factors, been considered and, accordingly, does not attempt to
predict or suggest future results. It also does not necessarily reflect what the historical results of the combined company would have been had the
companies been combined during this period.
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Acquisition of The Bank of Commerce

On February 28, 2017, the Company completed its acquisition of all of theissued and outstanding shares of common stock of The Bank of
Commerce (“BOC"), aFlorida state-chartered bank that operated in the Sarasota, Florida area, pursuant to an acquisition agreement, dated December 1,
2016, by and between HBI and Bank of Commerce Holdings, Inc. (“BCHI"), parent company of BOC. The Company merged BOC with and into Centennial
effective as of the close of business on February 28, 2017.

The acquisition of BOC was conducted in accordance with the provisions of Section 363 of the United States Bankruptcy Code (the “Bankruptcy
Code") pursuant to avoluntary petition for relief under Chapter 11 of the Bankruptcy Code filed by BCHI with the United States Bankruptcy Court for the
Middle District of Florida (the “ Bankruptcy Court”). The sale of BOC by BCHI was subject to certain bidding procedures approved by the Bankruptcy
Court. On November 14, 2016, the Company submitted an initial bid to purchase the outstanding shares of BOC in accordance with the bidding
procedures approved by the Bankruptcy Court. An auction was subsequently conducted on November 16, 2016, and the Company was deemed to be the
successful bidder. The Bankruptcy Court entered afinal order on December 9, 2016 approving the sale of BOC to the Company pursuant to and in
accordance with the acquisition agreement.

Under the terms of the acquisition agreement, the Company paid an aggregate of approximately $4.2 million in cash for the acquisition, which
included the purchase of all outstanding shares of BOC common stock, the discounted purchase of certain subordinated debenturesissued by BOC from
the existing holders of the subordinated debentures, and an expense reimbursement to BCHI for approved administrative claimsin connection with the
bankruptcy proceeding.

BOC formerly operated three branch locations in the Sarasota, Florida area. Including the effects of the purchase accounting adjustments, as of
acquisition date, BOC had approximately $178.1 million in total assets, $118.5 million in loans after $5.8 million of loan discounts, and $139.8 millionin
deposits.
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The Company has determined that the acquisition of the net assets of BOC constitutes a business combination as defined by the ASC Topic 805.
Accordingly, the assets acquired and liabilities assumed are presented at their fair values asrequired. Fair values were determined based on the
requirements of ASC Topic 820. In many cases, the determination of these fair values required management to make estimates about discount rates, future
expected cash flows, market conditions and other future eventsthat are highly subjectivein nature and subject to change. The following scheduleisa
breakdown of the assets acquired and liabilities assumed as of the acquisition date:

The Bank of Commerce

Acquired
from Fair Value As Recorded
BOC Adjustments by HBI
(Dollarsin thousands)
Assets

Cash and due from banks $ 4,610 $ — $ 4,610
I nterest-bearing deposits with other banks 14,360 — 14,360
Investment securities 25,926 (113) 25,813
Loans receivable 124,289 (5,751) 118,538

Allowance for loan losses (2,037) 2,037 —
Loansreceivable, net 122,252 (3,714) 118,538
Bank premises and equipment, net 1,887 — 1,887
Foreclosed assets held for sale 8,523 (3,165) 5,358
Accrued interest receivable 481 — 481
Deferred tax asset, net — 4,198 4,198
Core deposit intangible — 968 968
Other assets 1,880 — 1,880
Total assets acquired $179,919 $ (1,826) $ 178,093

Liabilities
Deposits

Demand and non-interest-bearing $ 27,245 $ — $ 27,245
Savings and interest-bearing transaction accounts 32,300 — 32,300
Time deposits 79,945 270 80,215
Total deposits 139,490 270 139,760
FHLB borrowed funds 30,000 42 30,042
Accrued interest payable and other liabilities 564 (255) 309
Total liabilities assumed $170,054 $ 57 170,111
Net assets acquired 7,982
Purchase price 4,175
Pre-tax gain on acquisition $ 3,807

The following is a description of the methods used to determine the fair values of significant assets and liabilities presented above:

Cash and due from banks and interest-bearing deposits with other banks— The carrying amount of these assets is a reasonable estimate of fair
value based on the short-term nature of these assets.

Investment securities — Investment securities were acquired from BOC with a $113,000 adjustment to market val ue based upon quoted market
prices.

Loans— Fair values for loans were based on a discounted cash flow methodology that considered factorsincluding the type of loan and related
collateral, classification status, fixed or variable interest rate, term of loan and whether or not the loan was amortizing, and current discount rates. The
discount rates used for loans are based on current market rates for new originations of comparable loans and include adjustments for liquidity concerns.
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The Company evaluated $106.8 million of the loans purchased in conjunction with the acquisition in accordance with the provisions of FASB ASC
Topic 310-20, Nonrefundable Fees and Other Costs, which were recorded with a$3.0 million discount. As aresult, the fair value discount on these |oans
isbeing accreted into interest income over the weighted-average life of the loans using a constant yield method. The remaining $17.5 million of loans
evaluated were considered purchased credit impaired |oans within the provisions of FASB ASC Topic 310-30, Loans and Debt Securities Acquired with
Deteriorated Credit Quality, and were recorded with a$2.8 million discount. These purchase credit impaired loans will recognize interest income through
accretion of the difference between the carrying amount of the loans and the expected cash flows.

Bank premises and equipment — Bank premises and equipment were acquired from BOC at market value.

Foreclosed assets held for sale — These assets are presented at the estimated fair values that management expects to receive when the properties
are sold, net of related coststo sell.

Accrued interest receivable — Accrued interest receivable was acquired from BOC at market value.

Deferred tax asset — The current and deferred income tax assets and liabilities are recorded to reflect the differences in the carrying values of the
acquired assets and assumed liabilities for financial reporting purposes and the cost basis for federal income tax purposes, at the Company’s statutory
federal and state income tax rate of 39.225%.

Core deposit intangible — This intangibl e asset represents the value of the relationships that BOC had with its deposit customers. The fair value of
thisintangibl e asset was estimated based on a discounted cash flow methodology that gave appropriate consideration to expected customer attrition
rates, cost of the deposit base, and the net maintenance cost attributable to customer deposits. The Company recorded $968,000 of core deposit
intangible.

Deposits— The fair values used for the demand and savings deposits that comprise the transaction accounts acquired, by definition equal the
amount payable on demand at the acquisition date. The $270,000 fair value adjustment applied for time deposits was because the wei ghted-average
interest rate of BOC's certificates of deposits were estimated to be above the current market rates.

FHL B borrowed funds— The fair value of FHLB borrowed funds is estimated based on borrowing rates currently avail able to the Company for
borrowings with similar terms and maturities.

Accrued interest payable and other liabilities— The fair value used represents the adjustment of certain estimated liabilities from BOC.

The Company’s operating results for the period ended December 31, 2017, include the operating results of the acquired assets and assumed
liabilities subsequent to the acquisition date. Due to the fair val ue adjustments recorded and the fact BOC total assets acquired are less than 5% of total
assets as of December 31, 2017 excluding BOC as recorded by HBI as of acquisition date, historical results are not believed to be material to the
Company’sresults, and thus no pro-formainformation is presented.

Acquisition of Giant Holdings, Inc.

On February 23, 2017, the Company completed its acquisition of Giant Holdings, Inc. (“GHI"), parent company of Landmark Bank, N.A.
(“Landmark™), pursuant to a definitive agreement and plan of merger whereby GHI merged with and into HBI and, immediately thereafter, Landmark
merged with and into Centennial. The Company paid a purchase price to the GHI shareholders of approximately $96.0 million for the GHI acquisition.
Under the terms of the agreement, shareholders of GHI received 2,738,038 shares of its common stock valued at approximately $77.5 million as of
February 23, 2017, plus approximately $18.5 million in cash in exchange for al outstanding shares of GHI common stock.

GHI formerly operated six branch locations in the Ft. Lauderdale, Floridaarea. Including the effects of the purchase accounting adjustments, as of
acquisition date, GHI had approximately $398.1 million in total assets, $327.8 million in loans after $8.1 million of loan discounts, and $304.0 millionin
deposits.
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The Company has determined that the acquisition of the net assets of GHI constitutes a business combination as defined by the ASC Topic 805.
Accordingly, the assets acquired and liabilities assumed are presented at their fair values asrequired. Fair values were determined based on the
requirements of ASC Topic 820. In many cases, the determination of these fair values required management to make estimates about discount rates, future
expected cash flows, market conditions and other future eventsthat are highly subjectivein nature and subject to change. The following scheduleisa
breakdown of the assets acquired and liabilities assumed as of the acquisition date:

Giant Holdings, Inc.

Acquired
from Fair Value As Recorded
GHI Adjustments by HBI
(Dollarsin thousands)
Assets
Cash and due from banks $ 41,019 $ — $ 41,019
I nterest-bearing deposits with other banks 4,057 1 4,058
Investment securities 1,961 (5) 1,956
Loans receivable 335,886 (6,517) 329,369
Allowance for loan losses (4,568) 4,568 —
Loansreceivable, net 331,318 (1,949) 329,369
Bank premises and equipment, net 2,111 608 2,719
Cash value of lifeinsurance 10,861 — 10,861
Accrued interest receivable 850 — 850
Deferred tax asset, net 2,286 1,807 4,093
Core deposit and other intangibles 172 3,238 3,410
Other assets 254 (489) (235)
Total assets acquired $394,889 $ 3,211 $ 398,100
Liabilities
Deposits
Demand and non-interest-bearing $ 75,993 $ — $ 75,993
Savings and interest-bearing transaction accounts 139,459 — 139,459
Time deposits 88,219 324 88,543
Total deposits 303,671 324 303,995
FHLB borrowed funds 26,047 431 26,478
Accrued interest payable and other liabilities 14,552 18 14,570
Total liabilities assumed 344,270 773 345,043
Equity
Total equity assumed 50,619 (50,619) —
Total liabilities and equity assumed $394,889 $  (49,846) 345,043
Net assets acquired 53,057
Purchase price 96,015
Goodwill $ 42,958

Thefollowing is adescription of the methods used to determine the fair values of significant assets and liabilities presented above:

Cash and due from banks and interest-bearing deposits with other banks— The carrying amount of these assets is a reasonabl e estimate of fair
value based on the short-term nature of these assets.

Investment securities — Investment securities were acquired from GHI with an approximately $5,000 adjustment to market val ue based upon quoted
market prices.

Loans— Fair values for loans were based on a discounted cash flow methodology that considered factorsincluding the type of loan and related
collateral, classification status, fixed or variable interest rate, term of loan and whether or not the loan was amortizing, and current discount rates. The
discount rates used for loans are based on current market rates for new originations of comparable loans and include adjustments for liquidity concerns.
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The Company evaluated $315.6 million of the loans purchased in conjunction with the acquisition in accordance with the provisions of FASB ASC
Topic 310-20, Nonrefundable Fees and Other Costs, which were recorded with a$3.6 million discount. As aresult, the fair value discount on these |oans
isbeing accreted into interest income over the weighted-average life of the loans using a constant yield method. The remaining $20.3 million of loans
evaluated were considered purchased credit impaired |oans within the provisions of FASB ASC Topic 310-30, Loans and Debt Securities Acquired with
Deteriorated Credit Quality, and were recorded with a$4.5 million discount. These purchase credit impaired loans will recognize interest income through
accretion of the difference between the carrying amount of the loans and the expected cash flows. The acquired GHI loan balance includes $1.6 million of
discount on purchased loans.

Bank premises and equipment — Bank premises and equipment were acquired from GHI with a $608,000 adjustment to market value. This represents
the difference between current appraisals completed in connection with the acquisition and book value acquired.

Cash value of life insurance — Cash value of life insurance was acquired from GHI at market value.

Accrued interest receivable — Accrued interest receivable was acquired from GHI at market value.

Deferred tax asset — The current and deferred income tax assets and liabilities are recorded to reflect the differences in the carrying values of the
acquired assets and assumed liabilities for financial reporting purposes and the cost basis for federal income tax purposes, at the Company’s statutory
federal and stateincome tax rate of 39.225%.

Core deposit intangible — This intangibl e asset represents the value of the relationships that GHI had with its deposit customers. The fair value of
thisintangibl e asset was estimated based on a discounted cash flow methodology that gave appropriate consideration to expected customer attrition
rates, cost of the deposit base, and the net maintenance cost attributabl e to customer deposits. The Company recorded $3.4 million of core deposit
intangible.

Deposits— The fair values used for the demand and savings deposits that comprise the transaction accounts acquired, by definition equal the
amount payable on demand at the acquisition date. The $324,000 fair value adjustment applied for time deposits was because the weighted-average
interest rate of GHI’s certificates of deposits were estimated to be above the current market rates.

FHL B borrowed funds— The fair value of FHLB borrowed funds is estimated based on borrowing rates currently avail able to the Company for
borrowings with similar terms and maturities.

Accrued interest payable and other liabilities— The fair value used represents the adjustments of certain estimated liabilities from GHI.

The Company’s operating results for the period ended December 31, 2017, include the operating results of the acquired assets and assumed
liabilities subsequent to the acquisition date. Due to the fair value adjustments recorded and the fact GHI total assets acquired are less than 5% of total
assets as of December 31, 2017 excluding GHI as recorded by HBI as of acquisition date, historical results are not believed to be material to the
Company’sresults, and thus no pro-formainformation is presented.
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3. Investment Securities

The amortized cost and estimated fair value of investment securities that are classified as available-for-sale and held-to-maturity are asfollows:

December 31, 2018
Available-for-Sale

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains (L osses) Value
(In thousands)
U.S. government-sponsored enterprises $ 418605 $ 504 $ (4976) $ 414133
Residential mortgage-backed securities 580,183 1,230 (8,512) 572,901
Commercial mortgage-backed securities 463,084 539 (7,745) 455,878
State and political subdivisions 308,835 2,311 (2,589) 308,557
Other securities 34,336 304 (247) 34,393
Total $1,805,043 $ 4,888 $  (24,069) $1,785,862

Held-to-Maturity

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains (L osses) Value
(In thousands)
U.S. government-sponsored enterprises $ 3261 $ 14 $ (71) $ 3204
Residential mortgage-backed securities 39,707 20 (689) 39,038
Commercia mortgage-backed securities 17,587 58 (267) 17,378
State and political subdivisions 132,221 1,815 (46) 133,990
Total $ 192776 $ 1907 $ (1,073 $ 193,610

December 31, 2017
Available-for-Sale

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains (L osses) Value
(In thousands)
U.S. government-sponsored enterprises $ 407,387 $ 899 $ (1,982 $ 406,304
Residential mortgage-backed securities 481,981 538 (4,919) 477,600
Commercial mortgage-backed securities 497,870 332 (4,430) 493,772
State and political subdivisions 247,292 3,783 (774) 250,301
Other securities 34,617 1,225 (302 35,540
Total $1669147 $ 6777 $ (12407  $1,663517

Held-to-Maturity

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains (L osses) Value
(In thousands)
U.S. government-sponsored enterprises $ 5791 $ 15 3 (15 $ 5791
Residential mortgage-backed securities 56,982 107 (402 56,687
Commercial mortgage-backed securities 16,625 114 (40) 16,699
State and political subdivisions 145,358 3,031 (27) 148,362
Total $ 224756 $ 3267 $ (484) $ 227,539
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Assets, principally investment securities, having an amortized cost of approximately $1.32 billion and $1.18 billion at December 31, 2018 and 2017,
respectively, were pledged to secure public deposits and for other purposes required or permitted by law. Also, investment securities pledged as
collateral for repurchase agreements total ed approximately $143.7 million and $147.8 million at December 31, 2018 and 2017, respectively.

The amortized cost and estimated fair value of securities classified as available-for-sale and held-to-maturity at December 31, 2018, by contractual
maturity, are shown below. Expected maturitieswill differ from contractual maturities because borrowers may have the right to call or prepay obligations
with or without call or prepayment penalties.

Available-for-Sale Held-to-Maturity
Estimated Estimated
Amortized Fair Amortized Fair
Cost Value Cost Value
(In thousands)
Duein oneyear or less $ 391,560 $ 387433 $ 85661 $ 86813
Due after one year through five years 919,583 908,823 64,163 63,941
Due after five years through ten years 371,909 369,147 11,447 11,443
Due after ten years 121,991 120,459 31,505 31,413
Total $1,805,043 $1,785,862 $ 192,776 $ 193,610

For purposes of the maturity tables, mortgage-backed securities, which are not due at a single maturity date, have been allocated over maturity
groupings based on anticipated maturities. The mortgage-backed securities may mature earlier than their weighted-average contractual maturities because
of principal prepayments.

During the year ended December 31, 2018, no available-for-sale securities were sold. However, approximately $3.8 million in equity securities carried
at fair value were sold. There were no realized gains or losses recorded on the sales for the year ended December 31, 2018. The income tax expense/benefit
to net security gains and | osses was 26.135% of the gross amounts.

During the year ended December 31, 2017, approximately $30.6 million in available-for-sale securities were sold. The gross realized gains and | osses
on the sales for the year ended December 31, 2017 total ed approximately $2.3 million and $127,000, respectively. The income tax expense/benefit to net
security gains and losses was 39.225% of the gross amounts.

During the year ended December 31, 2016, approximately $87.2 million, in available-for-sal e securities were sold. There were approximately $795,000
in gains and $126,000 in losses on the available-for-sal e securities sold. The income tax expense/benefit to net security gains and losses was 39.225% of
the gross amounts.

During 2018, no held-to-maturity securitieswere sold. During 2017, one held-to-maturity security experienced its second downgrade in its credit
rating. The Company made a strategic decision to sell this held-to-maturity security for approximately $483,000, which resulted in agross realized loss on
the sale for the year ended December 31, 2017 of approximately $7,000. During 2016, no held-to-maturity securities were sold.

The Company evaluates all securities quarterly to determineif any unrealized | osses are deemed to be other than temporary. In completing these
evaluations, the Company follows the requirements of FASB ASC 320, Investments—Debt and Equity Securities. Certain investment securities are valued
lessthan their historical cost. These declines are primarily the result of the rate for these investments yielding less than current market rates. Based on
evaluation of available evidence, management believes the declinesin fair value for these securities are temporary. The Company does not intend to sell
or believeit will be required to sell these investments before recovery of their amortized cost bases, which may be maturity. Should the impairment of any
of these securities become other than temporary, the cost basis of the investment will be reduced, and the resulting loss recognized in net incomein the
period the other-than-temporary impairment isidentified.

For the year ended December 31, 2018, the Company had approximately $21.8 million in unrealized |osses, which were in continuous |0ss positions
for more than twelve months. Excluding impairment write downs taken in prior periods, the Company’s assessments indicated that the cause of the market
depreciation was primarily the change in interest rates and not the issuer’s financial condition, or downgrades by rating agencies. In addition,
approximately 73.1% of the Company’sinvestment portfolio maturesin five yearsor less. Asaresult, the Company has the ability and intent to hold such
securities until maturity.
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For the year ended December 31, 2017, the Company had approximately $5.3 million in unrealized losses, which were in continuous |0ss positions
for more than twelve months. Excluding impairment write downstaken in prior periods, the Company’ s assessments indicated that the cause of the market
depreciation was primarily the change in interest rates and not the issuer’s financial condition, or downgrades by rating agencies. In addition,
approximately 76.6% of the Company’sinvestment portfolio maturesin five years or less. Asaresult, the Company has the ability and intent to hold such

securities until maturity.

The following shows gross unrealized losses and estimated fair value of investment securities classified as available-for-sale and held-to-maturity
with unrealized | osses that are not deemed to be other-than-temporarily impaired, aggregated by investment category and length of time that individual

investment securities have been in a continuous loss position as of December 31, 2018 and 2017:

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities
State and political subdivisions

Other securities

Total

U.S. government-sponsored enterprises
Residential mortgage-backed securities
Commercial mortgage-backed securities
State and political subdivisions

Other securities

Total

December 31, 2018

Less Than 12 Months 12 Monthsor More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses

$148392 $  (1,398)

(In thousands)
$ 192456 $ (3,649

$ 340848 $ (5047)

95,001 (713) 386,279 (8,488) 481,280 (9,201)
33917 (337) 368,705 (7,675) 402,622 (8,012)
64,376 (763) 77,602 (1,872) 141,978 (2,635)

3,364 (154) 8,307 (93) 11,671 (247)

$345050 $  (3,365)

$1,033349 $ (2L,777)

$1,378399 $  (25142)

December 31, 2017

Less Than 12 Months 12 Monthsor More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses

$234213  $  (1,288)

(In thousands)
$ 40122 $ (709)

$ 274335 $  (1,997)

389,541 (3,656) 99,989 (1665) 489,530 (5:321)
314,301 (2,343) 120,365 (127) 434,666 (4,470)
41,299 (331) 20,980 (470) 62,279 (801)
— — 9,852 (302) 9,852 (302)

$979354 $  (7.618)

$ 291308 $ (5273

$1,270662 $ (12,891)

Asof December 31, 2018, the Company’s securities portfolio consisted of 1,321 investment securities, 683 of which were in an unrealized loss
position. As noted in the table above, the total amount of the unrealized loss was $25.1 million. The U.S government-sponsored enterprises portfolio
contained unrealized losses of $5.0 million on 95 securities. The residential mortgage-backed securities portfolio contained $9.2 million of unrealized
losses on 290 securities, and the commercial mortgage-backed securities portfolio contained $8.0 million of unrealized losses on 124 securities. The state
and political subdivisions portfolio contained $2.6 million of unrealized losses on 169 securities. In addition, the other securities portfolio contained
$247,000 of unrealized losses on 5 securities. The unrealized losses on the Company’s investments were aresult of interest rate changes. The Company
expectsto recover the amortized cost basis over the term of the securities. Because the decline in market value was attributable to changesin interest
rates and not credit quality, and because the Company does not intend to sell the investments and it is not more likely than not that the Company will be
required to sell the investments before recovery of their amortized cost basis, which may be maturity, the Company does not consider these investments

to be other-than-temporarily impaired at December 31, 2018.

Income earned on securities for the years ended is asfollows:

Taxable:
Available-for-sale
Held-to-maturity

Tax-exempt:
Available-for-sale
Held-to-maturity

Total
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December 31,

2018 2017 2016
(In thousands)
$35,026 $24,231 $17,880
1,807 2,545 3,366
8,226 6,441 6,238
5,031 5,526 5,179
$50,090 $38,743 $32,663
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4, L oans Receivable

The various categories of loans receivable are summarized as follows:

December 31,
2018 2017
(In thousands)

Real estate:
Commercial real estate loans
Non-farm/non-residential $ 4,806,684 $ 4,600,117
Construction/land devel opment 1,546,035 1,700,491
Agricultural 76,433 82,229
Residential real estate loans
Residential 1-4 family 1,975,586 1,970,311
Multifamily residential 560,475 441,303
Total real estate 8,965,213 8,794,451
Consumer 443,105 46,148
Commercial and industrial 1,476,331 1,297,397
Agricultural 48,562 49,815
Other 138,668 143,377
Loansreceivable $11,071,879 $10,331,188

During the year ended December 31, 2018, the Company sold $8.9 million of the guaranteed portion of certain SBA loans, which resulted in again of
approximately $566,000. During the year ended December 31, 2017, the Company sold $12.9 million of the guaranteed portion of certain SBA loans, which
resulted in again of approximately $738,000. During the year ended December 31, 2016, the Company sold $16.8 million of the guaranteed portion of
certain SBA loans, which resulted in again of approximately $1.1 million.

Mortgage loans held for sale of approximately $64.2 million and $44.3 million at December 31, 2018 and 2017, respectively, areincluded in residential
1-4 family loans. Mortgage loans held for sale are carried at the lower of cost or fair value, determined using an aggregate basis. Gains and |osses
resulting from sales of mortgage |oans are recognized when the respective loans are sold to investors. Gains and losses are determined by the difference
between the selling price and the carrying amount of the loans sold, net of discounts collected or paid. The Company obtains forward commitments to
sell mortgage loans to reduce market risk on mortgage loansin the process of origination and mortgage loans held for sale. The forward commitments
acquired by the Company for mortgage loans in process of origination are considered mandatory forward commitments. Because these commitments are
structured on amandatory basis, the Company is required to substitute another |oan or to buy back the commitment if the original loan does not fund.
These commitments are derivative instruments and their fair values at December 31, 2018 and 2017 were not material.

The Company had $2.90 billion of purchased loans, which includes $113.6 million of discount for credit losses on purchased loans, at December 31,
2018. The Company had $39.3 million and $74.3 million remaining of non-accretabl e discount for credit losses on purchased loans and accretabl e discount
for credit losses on purchased loans, respectively, as of December 31, 2018. The Company had $3.46 billion of purchased loans, which includes
$146.6 million of discount for credit losses on purchased loans, at December 31, 2017. The Company had $51.9 million and $94.7 million remaining of
non-accretable discount for credit losses on purchased loans and accretable discount for credit losses on purchased loans, respectively, as of
December 31, 2017.
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5. Allowancefor Loan Losses, Credit Quality and Other

In 2017, the Company established a$32.9 million storm-related provision for loans affected by Hurricane Irma. The $32.9 million of storm-related
provision for loan losses was cal cul ated by taking a5.0% allocation on the loans in the Florida Key loans receivable balances, a’5.0% allocation on
specific large loans located in the path of the hurricane on the mainland of Florida, and a0.75% allocation on balances in the remaining counties within
the FEMA-designated disaster areas. As of December 31, 2018, $2.5 million in charge-offs had been taken against the storm-related allowance for loan
losses. As aresult, management reeval uated the storm-related allowance for Hurricane Irma. Based on this analysis, management determined a $2.9 million
storm-related allowance was still necessary. This amount was cal culated by assigning a 0.10% to 0.35% allocation on the loans in the impacted counties,
with the counties most heavily impacted receiving the 0.35% allocation. During the fourth quarter of 2018, Hurricane Michael made landfall in the Florida
Panhandle as a Category 4 hurricane. Dueto this event, the Company’s management performed an analysis on the loans with collateral in the impacted
counties in the Florida Panhandle. Based on this analysis, management determined a $20.4 million storm-related provision was necessary. This amount
was cal culated by taking a 1.0% to 6.0% allocation on the loans in the impacted counties. The counties that experienced the most damage were assigned a
6.0% allocation. After establishing the storm-related provision for Hurricane Michael and adjusting the allowance for Hurricane Irma, the storm-related
allowance was $23.3 million for the year ended December 31, 2018.

The following table presents a summary of changesin the allowance for loan losses:

December 31, 2018

(In thousands)
Allowancefor loan losses:

Beginning balance $ 110,266
Loans charged off (8,988)
Recoveries of loans previously charged off 3,191

Net loans recovered (charged off) (5,797)
Provision for loan |osses 4,322

Balance, December 31, 2018 $ 108,791
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The following tables present the balance in the allowance for oan losses for the year ended December 31, 2018, and the allowance for loan |osses
and recorded investment in loans based on portfolio segment by impairment method as of December 31, 2018. Allocation of a portion of the allowance to
one type of loans does not preclude its availability to absorb losses in other categories.

Allowance for loan losses:
Beginning balance
L oans charged off
Recoveries of |oans previously charged off
Net loans recovered (charged off)
Provision for loan losses

Balance, December 31

Allowance for loan losses:
Period end amount allocated to:
Loansindividually evaluated for
impairment
Loans collectively evaluated for
impairment
Loans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31
L oansreceivable:
Period end amount allocated to:
Loansindividually evaluated for
impairment
L oans collectively evaluated for
impairment
Loans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31

Year Ended December 31, 2018

Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 20,343 $ 43939 $ 24506 $ 15292 $ 3334 $ 2,852  $110,266
(399) (1,2112) (2,744) (2,221) (2,413) — (8,988)
180 527 924 624 936 — 3,191
(219) (684) (1,820) (1,597) (1,477) — (5,797)
1,178 (919) 4,048 1,286 1,581 (2,852) 4,322
$ 21,302 $ 42336 $ 26,734 % 14981 $ 3438 $ — $108,791
As of December 31, 2018
Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 732 % 468 $ 100 $ 21 $ — $ — $ 1,321
20,336 41,512 25,970 14,789 3,438 — 106,045
21,068 41,980 26,070 14,810 3,438 — 107,366
234 356 664 171 — — 1,425
$ 21,302 $ 42336 $ 26734 $ 14981 $ 3438 $ — $ 108,791
$ 14519 $ 58,706 $ 29535 $ 30,251 $ 3,688 $ — $ 136,699
1,522,520 4,741,484 2,473,467 1,431,608 624,561 — 10,793,640
1,537,039 4,800,190 2,503,002 1,461,859 628,249 — 10,930,339
8,996 82,927 33,059 14,472 2,086 — 141,540
$ 1546035 $ 4883117 $ 2536061 $ 1476331 $ 630,335 $ — $11,071,879
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The following tables present the balance in the allowance for oan losses for the year ended December 31, 2017, and the allowance for loan |osses
and recorded investment in loans based on portfolio segment by impairment method as of December 31, 2017. Allocation of a portion of the allowance to
one type of loans does not preclude its availability to absorb losses in other categories.

Allowance for loan losses:
Beginning balance
L oans charged off
Recoveries of |oans previously charged off
Net loans recovered (charged off)
Provision for loan losses

Balance, December 31

Allowance for loan losses:
Period end amount allocated to:
Loansindividually evaluated for
impairment
Loans collectively evaluated for
impairment
Loans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31
Loansreceivable:
Period end amount allocated to:
Loansindividually evaluated for
impairment
Loans collectively evaluated for
impairment
L oans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31

Year Ended December 31, 2017

Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 11522 % 28,188 $ 16,517 $ 12756 $ 4188 $ 6,831 $ 80,002
(1,632) (3,749) (3,980) (5,578) (2,532 — (17,471)
462 1,042 676 464 841 — 3,485
(1,170) (2,707) (3,304) (5,114) (1,691) — (13,986)
9,991 18,458 11,293 7,650 837 (3,979) 44,250
$ 20,343 $ 43939 $ 24506 $ 15292 $ 3334 $ 2,852  $110,266
As of December 31, 2017
Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 1378 $ 768 $ 188 $ 843 $ 7 % — $ 3,184
18,954 42,824 23,341 14,290 3,310 2,852 105,571
20,332 43,592 23,529 15,133 3,317 2,852 108,755
11 347 977 159 17 — 1,511
$ 20,343 $ 43939 $ 24506 $ 15292 $ 3334 $ 2852 $ 110,266
$ 26860 $ 124124 $ 20431 $ 21,867 $ 500 $ — $ 193782
1,658,519 4,442 201 2,341,081 1,261,161 236,392 — 9,939,354
1,685,379 4,566,325 2,361,512 1,283,028 236,892 — 10,133,136
15,112 116,021 50,102 14,369 2,448 — 198,052
$ 1,700,491 $ 4682346 $ 2411614 $ 1,297,397 $ 239340 $ — $10,331,188
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The following tables present the balance in the allowance for loan losses for the loan portfolio for the year ended December 31, 2016, and the
allowance for loan losses and recorded investment in loans based on portfolio segment by impairment method as of December 31, 2016. Allocation of a
portion of the allowance to one type of loans does not preclude its avail ability to absorb lossesin other categories.

Allowance for loan losses:
Beginning balance
L oans charged off
Recoveries of |oans previously charged off
Net loans recovered (charged off)
Provision for loan losses

Balance, December 31

Allowance for loan losses:
Period end amount allocated to:
Loansindividually evaluated for
impairment
Loans collectively evaluated for
impairment
Loans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31
Loansreceivable:
Period end amount allocated to:
Loansindividually evaluated for
impairment
Loans collectively evaluated for
impairment
L oans evaluated for impairment balance,
December 31
Purchased credit impaired loans
Balance, December 31

Year Ended December 31, 2016

Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 10,782 $ 26,798 $ 14818 $ 9324 $ 5016 $ 2,486 $69,224
(382 (3,586) (5,597) (5,778) (2,158) — (17,501)
1,125 857 1,152 5,533 1,004 — 9,671
743 (2,729) (4,445) (245) (1,154) — (7,830)
(3) 4,119 6,144 3,677 326 4,345 18,608
$ 11522 $ 28,188 $ 16517 $ 12756 $ 4188 $ 6,831 $ 80,002
As of December 31, 2016
Construction/ Other
Land Commercial Residential Commercial Consumer
Development Real Estate Real Estate & Industrial & Other Unallocated Total
(In thousands)
$ 15 $ 1416 $ 103 $ % $ — 3 — $ 1629
11,463 25,641 15,796 12,596 4,176 6,831 76,503
11,478 27,057 15,899 12,691 4,176 6,831 78,132
44 1,131 618 65 12 — 1,870
$ 11522 $ 28188 $ 16517 $ 12756 $ 4188 $ 6,831 $ 80,002
$ 12374 $ 74723 $ 35187 $ 25873 $ 10% $ — $ 149,253
1,105,921 3,080,201 1,608,805 1,085,891 198,064 — 7,078,882
1,118,295 3,154,924 1,643,992 1,111,764 199,160 — 7,228,135
17,548 75,933 53,070 11,449 1,564 — 159,564
$ 1135843 $ 3230857 $ 1697062 $ 1123213 $ 200,724 $ — $7,387,699
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Thefollowing isan aging analysisfor |oans receivable for the years ended December 31, 2018 and 2017:

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total

December 31, 2018

Accruing

L oans L oans
L oans Loans Past Due Past Due
Past Due Past Due 90 Days Total Current Total Loans 90 Days
30-59 Days 60-89 Days or More Past Due L oans Receivable or More

(In thousands)

$ 3598 $ 927 $ 24710 $ 29235 $ 4777449 $ 4806684 $ 9,679
2,057 261 8,761 11,079 1,534,956 1,546,035 3,481

98 — 20 118 76,315 76,433 —
5,890 3,745 19,137 28,772 1,946,814 1,975,586 1,753

— 200 972 1,172 559,303 560,475 —
11,643 5,133 53,600 70,376 8,894,837 8,965,213 14,913
5,712 168 3,632 9,512 433,593 443,105 720
1,237 87 6,977 8,301 1,468,030 1,476,331 1,526

1,121 — 33 1,154 186,076 187,230 —
$ 19,713 $ 5388 $ 64242 $ 89,343 $10,982536 $11,071,879 $ 17,159

December 31, 2017

Accruing

Loans L oans
L oans L oans Past Due Past Due
Past Due Past Due 90 Days Total Current Total Loans 90 Days
30-59 Days 60-89 Days or More Past Due L oans Receivable or More

(In thousands)

$ 6331 $ 1480 $ 12,719 $ 20530 $ 4579587 $ 4600117 $ 3119
834 13 8,258 9,105 1,691,386 1,700,491 3,247

— 221 19 240 81,989 82,229 —
9,066 2,013 16,612 27,691 1,942,620 1,970,311 2,175
— — 253 253 441,050 441,303 100
16,231 3,727 37,861 57,819 8,736,632 8,794,451 8,641
252 51 171 474 45,674 46,148 26
2,073 1,030 6,528 9,631 1,287,766 1,297,397 1,944
288 113 137 538 192,654 193,192 54
$ 18844 $ 4921 $ 44,697 $ 68,462 $10,262,726 $10,331,188 $ 10,665

Non-accruing loans at December 31, 2018 and 2017 were $47.1 million and $34.0 million, respectively.
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Thefollowing isasummary of the impaired loans as of December 31, 2018, 2017 and 2016:

December 31, 2018

Year Ended
Unpaid Allocation
Contractual Total of Allowance Average
Principal Recorded for Loan Recor ded Interest
Balance Investment L osses Investment Recognized
(In thousands)
L oanswithout a specific valuation allowance
Real estate:
Commercial real estate loans
Non-farm/non-residential $ 42 $ 42 % — $ A4 % 3
Construction/land devel opment 16 16 — 27 1
Agricultural 11 11 — 15 1
Residential real estate loans
Residential 1-4 family 223 223 — 193 16
Multifamily residential — — — — —
Total rea estate 292 292 — 269 21
Consumer 27 27 — 24 2
Commercial and industrial 236 236 — 199 13
Agricultural and other — — — — —
Total loans without a specific valuation allowance 555 555 — 492 36
L oans with a specific valuation allowance
Real estate:
Commercial real estate loans
Non-farm/non-residential 42,474 38,594 460 34,891 1,632
Construction/land development 13,178 12,091 732 12,337 307
Agricultural 291 294 8 388 18
Residential real estate loans
Residential 1-4 family 22,570 20,526 58 19,017 485
Multifamily residential 2,369 2,369 42 2,166 83
Total rea estate 80,882 73,874 1,300 68,799 2,525
Consumer 3,830 3,629 — 1,236 52
Commercia and industrial 11,176 7,550 21 10,599 257
Agricultural and other 33 32 — 146 3
Total loans with a specific valuation allowance 95,921 85,085 1,321 80,780 2,837
Total impaired loans
Real estate:
Commercial real estate loans
Non-farm/non-residential 42,516 38,636 460 34,925 1,635
Construction/land devel opment 13,194 12,107 732 12,364 308
Agricultural 302 305 8 403 19
Residential real estate loans
Residentia 1-4 family 22,793 20,749 58 19,210 501
Multifamily residential 2,369 2,369 42 2,166 83
Total rea estate 81,174 74,166 1,300 69,068 2,546
Consumer 3,857 3,656 — 1,260 54
Commercial and industrial 11,412 7,786 21 10,798 270
Agricultural and other 33 32 — 146 3
Total impaired loans $ 96476 $ 85640 3 1321 $ 812712 $ 2,873

Note: Purchased credit impaired loans are accounted for on a pooled basis under ASC 310-30. All of these pools are currently considered to be
performing resulting in none of the purchased credit impaired loans being classified asimpaired |oans as of December 31, 2018.
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L oanswithout a specific valuation allowance
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residentia 1-4 family
Multifamily residential

Total rea estate
Consumer

Commercia and industrial
Agricultural and other

Total loans without a specific valuation allowance
L oanswith a specific valuation allowance
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residentia 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total loans with a specific valuation allowance
Total impaired loans
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land development
Agricultura

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total impaired |loans

December 31, 2017

Year Ended
Unpaid Allocation
Contractual Total of Allowance Average
Principal Recorded for Loan Recorded Interest
Balance Investment L osses I nvestment Recognized
(In thousands)

$ 29 $ 29 3 — $ 23 3 2
64 64 — 31 3
19 — — — 1
115 115 — 135 7
227 208 — 189 13
18 — — — 1
105 105 — 85 7
350 313 — 274 21
29,666 29,040 757 41,772 1,498
12,976 12,157 1,378 10,556 262
281 303 11 268 11
19,770 18,689 124 22,347 363
1,627 1,627 64 1,412 81
64,320 61,816 2,334 76,355 2,215

179 191 — 163 —
16,777 13,007 843 9,726 121
297 309 7 644 8
81,573 75,323 3,184 86,388 2,344
29,695 29,069 757 41,795 1,500
13,040 12,221 1,378 10,587 265
300 303 11 268 12
19,885 18,804 124 22,482 370
1,627 1,627 64 1,412 81
64,547 62,024 2,334 76,544 2,228
197 191 — 163 1
16,882 13,112 843 9,811 128
297 309 7 644 8
$ 81,923 $ 75636 $ 3,184 $ 87162 $ 2,365

Note: Purchased credit impaired loans are accounted for on a pooled basis under ASC 310-30. All of these pools are currently considered to be
performing resulting in none of the purchased credit impaired |oans being classified asimpaired |oans as of December 31, 2017.
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L oanswithout a specific valuation allowance
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residentia 1-4 family
Multifamily residential

Total rea estate
Consumer

Commercia and industrial
Agricultural and other

Total loans without a specific valuation allowance
L oanswith a specific valuation allowance
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residentia 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total loans with a specific valuation allowance
Total impaired loans
Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land development
Agricultura

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total impaired |loans

December 31, 2016

Year Ended
Unpaid Allocation
Contractual Total of Allowance Average
Principal Recorded for Loan Recorded Interest
Balance Investment L osses I nvestment Recognized
(In thousands)

$ 29 $ 29 3 — $ 23 3 2

— — — 6 —
40 — — — 2
231 231 — 119 15

— _ _ 19 —
300 260 — 167 19
124 124 — 64 8
424 384 — 231 27
52,477 50,355 1,414 42,979 1,335
8,313 7,595 15 12,878 334

395 438 2 469 —
26,681 25,675 95 20,239 293
552 552 8 922 9
88,418 84,615 1,534 77,487 1,971
165 161 — 223 3
7,160 7,032 95 10,630 255

935 935 — 1,037 —
96,678 92,743 1,629 89,377 2,229
52,506 50,384 1,414 43,002 1,337
8,313 7,595 15 12,884 334
435 438 2 469 2
26,912 25,906 95 20,358 308
552 552 8 941 9
88,718 84,875 1,534 77,654 1,990
165 161 — 223 3
7,284 7,156 95 10,694 263

935 935 — 1,037 —
$ 97,102 $ 93127 % 1,629 $ 89608 $ 2,256

Note: Purchased credit impaired loans are accounted for on a pooled basis under ASC 310-30. All of these pools are currently considered to be
performing resulting in none of the purchased credit impaired |oans being classified asimpaired |oans as of December 31, 2016.
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Interest recognized on impaired loans during the years ended December 31, 2018, 2017 and 2016 was approximately $2.9 million, $2.4 million and
$2.3 million, respectively. The amount of interest recognized on impaired loans on the cash basis is not materially different than the accrual basis.

Credit Quality Indicators. As part of the on-going monitoring of the credit quality of the Company’s|oan portfolio, management tracks certain
credit quality indicatorsincluding trends related to (i) the risk rating of loans, (ii) the level of classified loans, (iii) net charge-offs, (iv) non-performing
loans and (v) the general economic conditionsin Arkansas, Florida Alabamaand New Y ork.

The Company utilizes arisk rating matrix to assign arisk rating to each of itsloans. Loans are rated on a scale from 1 to 8. Descriptions of the
general characteristics of the 8 risk ratings are asfollows:

Risk rating 1 — Excellent. Loansin this category are to persons or entities of unquestionable financial strength, ahighly liquid financial
position, with collateral that isliquid and well margined. These borrowers have performed without question on past obligations, and the Bank
expectstheir performance to continue. Internally generated cash flow covers current maturities of long-term debt by a substantial

margin. Loans secured by bank certificates of deposit and savings accounts, with appropriate holds placed on the accounts, are to be rated
in this category.

Risk rating 2 — Good. These are loans to persons or entities with strong financial condition and above-average liquidity that have previously
satisfactorily handled their obligations with the Bank. Collateral securing the Bank’s debt is margined in accordance with policy

guidelines. Internally generated cash flow covers current maturities of long-term debt more than adequately. Unsecured loans to individuals
supported by strong financial statements and on which repayment is satisfactory may beincluded in this classification.

Risk rating 3 — Satisfactory. L oans to persons or entities with an average financial condition, adequate collateral margins, adequate cash
flow to service long-term debt, and net worth comprised mainly of fixed assets are included in this category. These entities are minimally
profitable now, with projectionsindicating continued profitability into the foreseeable future. Closely held corporations or businesses where
amajority of the profits are withdrawn by the owners or paid in dividends are included in this rating category. Overall, these loans are
basically sound.

Risk rating 4 — Watch. Borrowers who have marginal cash flow, marginal profitability or have experienced an unprofitable year and a
declining financial condition characterize these loans. The borrower hasin the past satisfactorily handled debts with the Bank, but in recent
months has either been late, delinquent in making payments, or made sporadic payments. While the Bank continues to be adequately
secured, margins have decreased or are decreasing, despite the borrower’s continued satisfactory condition. Other characteristics of
borrowersin this class include inadequate credit information, weakness of financial statement and repayment capacity, but with collateral that
appearsto limit exposure. Included in this category are loansto borrowersin industries that are experiencing elevated risk.

Risk rating 5 — Other Loans Especially Mentioned (* OLEM” ). A loan criticized as OLEM has potential weaknesses that deserve
management’s close attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the
asset or in theinstitution’s credit position at some future date. OLEM assets are not adversely classified and do not expose the institution to
sufficient risk to warrant adverse classification.

Risk rating 6 — Substandard. A loan classified as substandard is inadequately protected by the sound worth and paying capacity of the
borrower or the collateral pledged. Loss potential, while existing in the aggregate amount of substandard |oans, does not have to exist in
individual assets.

Risk rating 7 — Doubtful. A loan classified as doubtful has all the weaknesses inherent in aloan 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
guestionable and improbable. These are poor quality loansin which neither the collateral, if any, nor the financial condition of the borrower
presently ensure collectability in full in areasonable period of time; in fact, there is permanent impairment in the collateral securing the loan.

Risk rating 8 — Loss. Assets classified as |oss are considered uncollectible and of such little value that the continuance as bankable assetsis
not warranted. This classification does not mean that the asset has absolutely no recovery or salvage value, but rather, it is not practical or
desirable to defer writing off this basically worthless asset, even though partial recovery may occur in the future. This classification is based
upon current facts, not probabilities. Assets classified asloss should be charged-off in the period in which they became uncollectible.
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The Company’s classified loansinclude loansinrisk ratings 6, 7 and 8. The following is a presentation of classified loans (excluding loans
accounted for under ASC Topic 310-30) by class as of December 31, 2018 and 2017:

December 31, 2018
Risk Rated 6 Risk Rated 7 Risk Rated 8 Classified Total
(In thousands)

Real estate:

Commercia real estate loans
Non-farm/non-residential $ 44,089 $ 484 $ — $ 44,573
Construction/land development 15,236 — — 15,236
Agricultura 301 3 — 304

Residential real estate loans
Residential 1-4 family 34,731 253 — 34,984
Multifamily residential 972 — — 972
Total rea estate 95,329 740 — 96,069
Consumer 3,226 3 — 3,229
Commercia and industrial 16,362 585 — 16,947
Agricultural and other 48 — — 48
Total $ 114,965 $ 1,328 $ — $ 116,293

December 31, 2017
Risk Rated 6 Risk Rated 7 Risk Rated 8 Classified Total
(In thousands)
Real estate:

Commercial real estate loans
Non-farm/non-residential $ 20,933 $ 518 $ — $ 21,451
Construction/land development 24,013 204 — 24,217
Agricultural 321 — — 321

Residential real estate loans
Residential 1-4 family 23,420 564 — 23,984
Multifamily residential 939 — — 939
Total rea estate 69,626 1,286 — 70,912
Consumer 159 9 — 168
Commercia and industrial 12,818 80 — 12,898
Agricultural and other 136 — — 136
Total $ 82,739 $ 1,375 $ — $ 84,114

Loans may be classified, but not considered impaired, due to one of the following reasons: (1) The Company has established minimum dollar
amount thresholds for loan impairment testing. All loans over $2.0 million that are rated 5 — 8 areindividually assessed for impairment on aquarterly basis.
Loansrated 5 — 8 that fall under the threshold amount are not individually tested for impairment and therefore are not included in impaired loans; (2) of
the loans that are above the threshold amount and tested for impairment, after testing, some are considered to not be impaired and are not included in
impaired loans.
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Thefollowing is a presentation of loans receivable by class and risk rating as of December 31, 2018 and 2017:

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Agricultural and other

Total risk rated loans

Purchased credit impaired loans
Total loans receivable

Real estate:

Commercial rea estate loans
Non-farm/non-residential
Construction/land devel opment
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercia and industrial
Agricultural and other

Total risk rated loans

Purchased credit impaired loans
Total loansreceivable

December 31, 2018

Risk Risk Risk Risk Risk Classified
Rated 1 Rated 2 Rated 3 Rated 4 Rated 5 Total Total
(In thousands)
$ 443 $ 296 $2,740,068 $1,912,191 $26,361 $ 44573 $ 4,723,932
17 645 264,507 1,255,258 1,377 15,236 1,537,040
— — 37,377 38,295 282 304 76,258
715 738 1,453,859 446,557 7,078 34,984 1,943,931
— — 388,572 169,526 — 972 559,070
1,175 1,679 4,884,383 3,821,827 35,098 96,069 8,840,231
13,432 4,298 401,209 18,409 442 3,229 441,019
21,673 13,310 737,218 649,390 23,321 16,947 1,461,859
737 3,423 133,901 48,567 554 48 187,230
$37,017 $22,710 $6,156,711  $4,538,193 $59,415 $ 116,293 10,930,339
141,540
$11,071,879
December 31, 2017
Risk Risk Risk Risk Risk Classified
Rated 1 Rated 2 Rated 3 Rated 4 Rated 5 Total Total
(In thousands)

$1015 $ 558 $2595844  $1,745778 $119656 $ 21451 $ 4,484,302
28 583 280,980 1,373,133 6,438 24,217 1,685,379
— 19 53,018 27,515 1,150 321 82,023
1,140 969 1,414,849 475,619 11,658 23,984 1,928,219
— — 329,070 103,071 213 939 433,293
2,183 2,129 4,673,761 3,725,116 139,115 70,912 8,613,216
13,106 808 22,479 8,532 70 168 45,163
20,870 7,543 627,316 592,088 22,313 12,898 1,283,028
1,986 3,914 147,323 38,370 — 136 191,729
$38,145 $14,394 $5470,879 $4,364,106 $161,498 $ 84,114 10,133,136
198,052
$10,331,189
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Thefollowing is a presentation of troubled debt restructurings (“TDRS") by class as of December 31, 2018, 2017 and 2016:

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land development
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Agricultural and other

Total

Real estate:

Commercial real estate loans
Non-farm/non-residential
Construction/land development
Agricultural

Residential real estate loans
Residential 1-4 family
Multifamily residential

Total real estate
Consumer

Commercial and industrial
Agricultural and other

Total

December 31, 2018

Pre- Post-
Modification Rate M odification
Number Outstanding Rate Term & Term Outstanding
of Loans Balance Modification Modification Modification Balance
(Dollarsin thousands)
17 $ 15,227 $ 8,482 $ 982 $ 4,475 $ 13,939
2 584 546 17 — 563
2 345 283 14 — 297
22 3,204 1,059 281 1,022 2,362
3 1,701 1,253 — 286 1,539
46 21,061 11,623 1,294 5,783 18,700
5 38 18 9 — 27
14 1,679 897 105 — 1,002
65 $ 22,778 $ 12,538 $ 1,408 $ 5,783 $ 19,729
December 31, 2017
Pre- Post-
Modification Rate M odification
Number Outstanding Rate Term & Term Outstanding
of Loans Balance Modification Modification M odification Balance
(Dollarsin thousands)
16 $ 16,853 $ 8,815 $ 250 $ 5,513 $ 14,578
5 782 689 75 — 764
2 345 282 22 — 304
21 5,607 1,926 81 1,238 3,245
3 1,701 1,340 — 287 1,627
47 25,288 13,052 428 7,038 20,518
3 19 — 18 — 18
11 951 445 50 1 496
1 166 166 — — 166
62 $ 26424  $ 13663 $ 496 $ 7039 $ 21,198
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December 31, 2016

Pre- Post-
Modification Rate M odification
Number Outstanding Rate Term & Term Outstanding
of Loans Balance Modification Modification M odification Balance
(Dollarsin thousands)
Real estate:
Commercial real estate loans
Non-farm/non-residential 17 $ 21,344 $ 14,600 $ 263 $ 5,542 $ 20,405
Construction/land development 1 560 556 — — 556
Agricultural 2 146 — 43 80 123
Residential real estate loans
Residential 1-4 family 21 5,179 2,639 124 1,017 3,780
Multifamily residential 1 295 — — 290 290
Total rea estate 42 27,524 17,795 430 6,929 25,154
Commercia and industrial 6 395 237 115 10 362
Total 48 $ 27,919 $ 18,032 $ 545 $ 6,939 $ 25,516

Thefollowing is apresentation of TDRs on non-accrua status as of December 31, 2018, 2017 and 2016 because they are not in compliance with the
modified terms:

December 31, 2018 December 31, 2017 December 31, 2016
Number Recorded  Number Recorded Number Recorded
of Loans Balance of Loans Balance of Loans Balance

(Dollarsin thousands)

Real estate:
Commercia real estate loans

Non-farm/non-residential 4 $ 2950 2 $ 1161 2 $ 6%

Construction/land development 1 546 — — — —

Agricultura 1 14 1 22 2 123

Residential real estateloans

Residential 1-4 family 8 778 8 850 13 2,240

Multifamily residential 1 142 1 153 — —
Total real estate 15 4,430 12 2,186 17 3,059
Consumer 1 2 — — _ _
Commercia and industrial 6 194 1 — — _
Total 2 $ 4626 13 $ 2186 17 $ 3,059

Thefollowing is a presentation of total foreclosed assets as of December 31, 2018 and 2017:

December 31, 2018 December 31, 2017

(In thousands)
Commercial real estate loans

Non-farm/non-residential $ 5,555 $ 9,766

Construction/land development 3,534 5,920

Agricultural — —
Residential real estate loans

Residential 1-4 family 4,142 2,654

Multifamily residential 5 527
Total foreclosed assets held for sale $ 13,236 $ 18,867
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Thefollowing isasummary of the purchased credit impaired loans acquired in the SPF, GHI, BOC and Stonegate acquisitions as of the dates of
acquisition:

SPF GHI BOC Stonegate

(In thousands)
Contractually required principal and interest at acquisition $349%  $22379 $18586 $ 98444
Non-accretable difference (expected losses and foregone interest) 285 4,462 2,811 23,297
Cash flows expected to be collected at acquisition 3,211 17,917 15,775 75,147
Accretableyield 808 2,071 1,043 11,761
Basisin purchased credit impaired loans at acquisition $2,403  $15846  $14,732 $ 63,386

Changes in the carrying amount of the accretable yield for purchased credit impaired loans were as follows for the year ended December 31, 2018
for the Company’s acquisitions:

Carrying
Amount
of
Accretable Yield L oans

(In thousands)

Balance at beginning of period $ 41,803 $198,052
Reforecasted future interest payments for loan pools (474) —

Accretion recorded to interest income (17,797) 17,797
Acquisitions 808 2,403
Adjustment to yield 9,420 —

Transfersto foreclosed assets held for sale — 2,190
Payments received, net — (78,902)
Balance at end of period $ 33,759 $ 141,540

The loan pools were evaluated by the Company and are currently forecasted to have a quicker run-off than originally expected. As aresult, the
Company has reforecast the total accretable yield expectations for those |0an pools by $474,000. This updated forecast does not change the expected
weighted-average yields on the loan pools.

During the 2018 impairment tests on the estimated cash flows of loans, the Company established that several loan poolswere determined to have a
materially projected credit improvement. Asaresult of thisimprovement, the Company will recognize approximately $9.4 million as an additional
adjustment to yield over the weighted-average life of the loans.

6. Goodwill and Core Depositsand Other Intangibles

Changesin the carrying amount and accumulated amortization of the Company’s goodwill and core deposits and other intangibles at December 31,
2018 and 2017, were asfollows:

December 31, 2018 December 31, 2017
(In thousands)

Goodwill

Balance, beginning of period $ 927,949 $ 377,983
Acquisitions 30,459 549,966

Balance, end of period $ 958,408 $ 927,949

December 31, 2018 December 31, 2017
(In thousands)
Core Deposit and Other Intangibles

Balance, beginning of period $ 49,351 $ 18,311
Acquisitions — 35,247
Amortization expense (6,455) (4,207)

Balance, end of year $ 42,896 $ 49,351
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The carrying basis and accumulated amortization of core deposits and other intangibles at December 31, 2018 and 2017 were:

December 31, 2018 December 31, 2017
(In thousands)
Gross carrying amount $ 86,625 $ 86,625
Accumulated amortization . (43,729) (37,274)
Net carrying amount $ 42,896 $ 49,351

Core deposit and other intangible amortization expense for the years ended December 31, 2018, 2017 and 2016 was approximately $6.5 million,
$4.2 million and $3.1 million, respectively. Core deposit and other intangibles are tested annually for impairment during the fourth quarter. During the 2018
review, no impairment was found. Including all of the mergers completed as of December 31, 2017, HBI's estimated amortization expense of core deposits
and other intangibles for each of the years 2019 through 2023 is approximately: 2019 — $6.5 million; 2020 — $5.9 million; 2021 — $5.7 million; 2022 —
$5.7 million; 2023 — $5.5 million.

The carrying amount of the Company’s goodwill was $958.4 million and $927.9 million at December 31, 2018 and 2017, respectively. Goodwill is
tested annually for impairment during the fourth quarter. During the 2018 review, no impairment was found. If theimplied fair value of goodwill islower
than its carrying amount, goodwill impairment isindicated, and goodwill iswritten down to itsimplied fair value. Subsequent increasesin goodwill value
are not recognized in the consolidated financial statements.

7. Other Assets

Other assets consist primarily of equity securities without areadily determinable fair value and other miscellaneous assets. As of December 31,
2018 and 2017 other assets were $183.8 million and $177.8 million, respectively.

The Company has equity securities without readily determinable fair values such as stock holdingsin the Federal Home Loan Bank (“FHLB”) and
the Federal Reserve Bank (“ Federal Reserve”) which are outside the scope of ASC Topic 321, Investments — Equity Securities (“*ASC Topic 321"). These
equity securities without areadily determinable fair value were $134.6 million and $132.1 million at December 31, 2018 and December 31, 2017, respectively,
and are accounted for at cost.

The Company has equity securities such as stock holdingsin First National Bankers' Bank and other miscellaneous hol dings which are accounted
for under ASC Topic 321. These equity securities without areadily determinable fair value were $25.1 million and $23.9 million at December 31, 2018 and
December 31, 2017, respectively. There were no transactions during the period that would indicate amaterial changein fair value. Therefore, these
investments were accounted for at cost, lessimpairment.

8. Deposits

The aggregate amount of time deposits with a minimum denomination of $250,000 was $922.0 million and $636.9 million at December 31, 2018 and
2017, respectively. The aggregate amount of time deposits with a minimum denomination of $100,000 was $1.41 billion and $998.3 million at December 31,
2018 and 2017, respectively. Interest expense applicable to certificates in excess of $100,000 totaled $17.7 million, $8.3 million and $4.4 million for the years
ended December 31, 2018, 2017 and 2016, respectively. As of December 31, 2018 and 2017, brokered deposits were $660.2 million and $1.03 billion,
respectively.
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Thefollowing isasummary of the scheduled maturities of all time deposits at December 31, 2018 (in thousands):

One month or less

Over 1 month to 3 months
Over 3 monthsto 6 months
Over 6 monthsto 12 months
Over 12 monthsto 2 years
Over 2 yearsto 3 years
Over 3yearsto 5 years
Over 5years

Total time deposits

$ 201,778
187,292
282,728
849,734
244,375

64,440
41,056
2,736

$1.874,139

Depositstotaling approximately $1.97 billion and $1.51 hillion at December 31, 2018 and 2017, respectively, were public funds obtained primarily

from state and political subdivisionsin the United States.

9. Securities Sold Under Agreementsto Repurchase

At December 31, 2018 and 2017, securities sold under agreements to repurchase totaled $143.7 million and $147.8 million, respectively. For the years
ended December 31, 2018 and 2017, securities sold under agreements to repurchase daily weighted-average totaled $148.3 million and $134.7 million,
respectively. The remaining contractual maturity of securities sold under agreementsto repurchase in the consolidated bal ance sheets as of December 31,
2018 and 2017 is presented in the following tables:

Securities sold under agreements to repurchase:
U.S. government-sponsored enterprises
M ortgage-backed securities
State and political subdivisions

Other securities

Total borrowings

Securities sold under agreements to repurchase:
U.S. government-sponsored enterprises
M ortgage-backed securities
State and political subdivisions

Other securities

Total borrowings

December 31, 2018

Overnight and

Up to 30 30-90

Greater than

Continuous Days Days 90 Days Total
(In thousands)
$ 19124 $ — $— $ — $ 19,124
9,184 — — — 9,184
98,841 — — — 98,841
16,530 — — — 16,530
$ 143,679 $ — $— $ — $143,679
December 31, 2017
Overnight and Up to 30 30-90 Greater than
Continuous Days Days 90 Days Total
(In thousands)
$ 11,525 $ — $— $ 10,000 $ 21,525
21,255 — — — 21,255
85,428 — — — 85,428
19,581 — — — 19,581
$ 137,789 $ — $— $ 10,000 $147,789
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10. FHLB and Other Borrowed Funds

The Company’s FHLB borrowed funds, which are secured by our loan portfolio, were $1.47 billion and $1.30 billion at December 31, 2018 and 2017,
respectively. Other borrowed funds were $2.5 million and are classified as short-term advances as of December 31, 2018. At December 31, 2018,
$782.6 million and $689.8 million of the outstanding balance were issued as short-term and long-term advances, respectively. At December 31, 2017,
$525.0 million and $774.2 million of the outstanding balance were issued as short-term and long-term advances, respectively. The FHLB advances mature
from the current year to 2033 with fixed interest rates ranging from 1.00% to 4.80% and are secured by loans and investments securities. Expected
maturities will differ from contractual maturities because FHLB may have the right to call or HBI the right to prepay certain obligations.

Additionally, the Company had $821.3 million and $695.3 million at December 31, 2018 and 2017, respectively, in letters of credit under aFHLB
blanket borrowing line of credit, which are used to collateralize public deposits at December 31, 2018 and 2017, respectively.

Maturities of borrowings with original maturities exceeding one year at December 31, 2018, are as follows (in thousands):

By
Contractual By

Maturity Call Date
2019 $ 925598 $1,275,598
2020 146,428 196,428
2021 — —
2022 — _
2023 — —
Thereafter 400,367 367

$ 1,472,393 $1,472,393

Additionally, the parent company took out a$20.0 million line of credit for general corporate purposes during 2015. The balance on thisline of
credit at December 31, 2018 and 2017 was zero.

11. Subordinated Debentures

Subordinated debentures consist of subordinated debt securities and guaranteed payments on trust preferred securities. As of December 31, 2018
and 2017, subordinated debentures were $368.8 million and $368.0 million, respectively.
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Subordinated debentures at December 31, 2018 and 2017 contained the following components:

As of As of
December 31, December 31,
2018 2017

(In thousands)
Trust preferred securities

Subordinated debentures, issued in 2006, due 2036, fixed rate of 6.75% during thefirst fiveyearsand at a

floating rate of 1.85% above the three-month LIBOR rate, reset quarterly, thereafter, currently callable without

penalty $ 3,093 $ 3,093
Subordinated debentures, issued in 2004, due 2034, fixed rate of 6.00% during thefirst fiveyearsand at a

floating rate of 2.00% above the three-month LIBOR rate, reset quarterly, thereafter, currently callable without

penalty 15,464 15,464
Subordinated debentures, issued in 2005, due 2035, fixed rate of 5.84% during thefirst fiveyearsand at a

floating rate of 1.45% above the three-month LIBOR rate, reset quarterly, thereafter, currently callable without

penalty 25,774 25,774
Subordinated debentures, issued in 2004, due 2034, fixed rate of 4.29% during thefirst fiveyearsand at a

floating rate of 2.50% above the three-month LIBOR rate, reset quarterly, thereafter, currently callable without

penalty 16,495 16,495
Subordinated debentures, issued in 2005, due 2035, floating rate of 2.15% above the three-month LIBOR rate,
reset quarterly, currently callable without penalty 4,353 4,304

Subordinated debentures, issued in 2006, due 2036, fixed rate of 7.38% during thefirst fiveyearsand at a
floating rate of 1.62% above the three-month LIBOR rate, reset quarterly, thereafter, currently callable without
penalty 5,662 5,569
Subordinated debt securities
Subordinated notes, net of issuance costs, issued in 2017, due 2027, fixed rate of 5.625% during thefirst five
years and at afloating rate of 3.575% above the then three-month LIBOR rate, reset quarterly, thereafter,
callable in 2022 without penalty 297,949 297,332

Total $ 368,790 $ 368,031

Trust Preferred Securities. The Company holds trust preferred securities with aface amount of $73.3 million which are currently callable without
penalty based on the terms of the specific agreements. The trust preferred securities are tax-advantaged issues that qualify for Tier 1 capital treatment
subject to certain limitations. Distributions on these securities are included in interest expense. Each of the trustsis a statutory business trust organized
for the sole purpose of issuing trust securities and investing the proceeds in the Company’s subordinated debentures, the sole asset of each trust. The
trust preferred securities of each trust represent preferred beneficial interestsin the assets of the respective trusts and are subject to mandatory
redemption upon payment of the subordinated debentures held by the trust. The Company wholly owns the common securities of each trust. Each trust’'s
ability to pay amounts due on the trust preferred securitiesis solely dependent upon the Company making payment on the related subordinated
debentures. The Company’s obligations under the subordinated securities and other relevant trust agreements, in aggregate, constitute afull and
unconditional guarantee by the Company of each respective trust’s obligations under the trust securitiesissued by each respective trust.

The Bank acquired $12.5 million in trust preferred securities with afair value of $9.8 million from the Stonegate acquisition. The difference between
the fair value purchased of $9.8 million and the $12.5 million face amount, will be amortized into interest expense over the remaining life of the debentures.
The associated subordinated debentures are redeemable, in whole or in part, prior to maturity at our option on aquarterly basis when interest is due and
payable and in whole at any time within 90 days following the occurrence and continuation of certain changesin the tax treatment or capital treatment of
the debentures.
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Subordinated Debt Securities. On April 3, 2017, the Company completed an underwritten public offering of $300.0 million in aggregate principal
amount of its 5.625% Fixed-to-Floating Rate Subordinated Notes due 2027 (the “Notes”) for net proceeds, after underwriting discounts and issuance
costs, of approximately $297.0 million. The Notes are unsecured, subordinated debt obligations and mature on April 15, 2027. From and including the date
of issuanceto, but excluding April 15, 2022, the Notes bear interest at an initial rate of 5.625% per annum. From and including April 15, 2022 to, but
excluding the maturity date or earlier redemption, the Notes will bear interest at afloating rate equal to three-month LIBOR as cal culated on each
applicable date of determination plus a spread of 3.575%; provided, however, that in the event three-month LIBOR isless than zero, then three-month
LIBOR shall be deemed to be zero.

The Company may, beginning with the interest payment date of April 15, 2022, and on any interest payment date thereafter, redeem the Notes, in
whole or in part, at aredemption price equal to 100% of the principal amount of the Notes to be redeemed plus accrued and unpaid interest to but
excluding the date of redemption. The Company may also redeem the Notes at any time, including prior to April 15, 2022, at its option, in whole but not in
part, if: (i) achange or prospective changein law occursthat could prevent the Company from deducting interest payable on the Notesfor U.S. federal
income tax purposes; (ii) a subsequent event occurs that could preclude the Notes from being recognized as Tier 2 capital for regulatory capital purposes;
or (iii) the Company isrequired to register as an investment company under the | nvestment Company Act of 1940, as amended; in each case, at a
redemption price equal to 100% of the principal amount of the Notes plus any accrued and unpaid interest to but excluding the redemption date. The
Notes provide the Company with additional Tier 2 regulatory capital to support expected future growth.

12.  Income Taxes
On December 22, 2017, the Tax Cuts and Jobs Act (“TCJA”) was sighed into law. The TCJA made broad and complex changesto the U.S. tax code
that affected our incometax rate in 2017. The TCJA reduced the U.S. federal corporate income tax rate from 35% to 21%.

Thefollowing is asummary of the components of the provision (benefit) for income taxes for the years ended December 31, 2018, 2017 and 2016:

Year Ended December 31,
2018 2017 2016
(In thousands)

Current:
Federal $68,990 $ 76,569 $ 77,418
State 22,838 25,347 15,377
Total current 91,828 101,916 92,795
Deferred:
Federal 2,471 25,607 10,600
State 818 8,477 2,105
Total deferred 3,289 34,084 12,705
Income tax expense $95,117 $136,000 $105,500
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The reconciliation between the statutory federal income tax rate and effective income tax rateis asfollowsfor the years ended December 31, 2018,

2017 and 2016:

Year Ended December 31,

2018 2017 2016
Statutory federal income tax rate 21.00% 35.00% 35.00%
Effect of non-taxable interest income (0.83) (1.57) (1.52)
Effect of gain on acquisitions — (0.49) —
Stock compensation (0.14) (0.67) —
State income taxes, net of federal benefit 4.30 4.05 4.08
Effect of tax rate change — 13.62 —
Other (0.28) 0.23 (0.23)
Effective income tax rate 24.05% 50.17% 37.33%

As of December 31, 2017, the Company performed an analysis to determine the impact of the revaluation of the deferred tax asset of approximately

$113.5 million as aresult of the TCJA. Theimpact as of December 31, 2017 of this was a one-time non-cash charge to the income statement of

approximately $36.9 million that reduced the Company’s 2017 earnings.

The types of temporary differences between the tax basis of assets and liabilities and their financial reporting amounts that give rise to deferred

income tax assets and liabilities, and their approximate tax effects, are asfollows:

December 31, 2018

December 31, 2017
(In thousands)

Deferred tax assets:
Allowance for loan losses $ 30,033 $ 29,515
Deferred compensation 4,037 1,142
Stock compensation 4,259 2,731
Real estate owned 1,382 1,731
Unrealized loss on securities available-for-sale 5,050 1,471
L oan discounts 23,755 32,784
Tax basis premium/discount on acquisitions 7,378 8,802
Investments 866 1,155
Other 10,243 11,663
Gross deferred tax assets 87,003 90,994
Deferred tax liabilities:
Accelerated depreciation on premises and
equipment 87 291
Core deposit intangibles 9,804 11,258
FHLB dividends 1,712 1,625
Other 2,125 1,256
Gross deferred tax liabilities 13,728 14,430
Net deferred tax assets $ 73,275 $ 76,564

The Company and its subsidiaries file income tax returnsin the U.S. federal jurisdiction and the states of Alabama, Arkansas, California, Florida,
North Carolina, New Y ork, Ohio, Texas and Virginia. The Company isno longer subject to U.S. federal and state tax examinations by tax authorities for
years before 2015.

The Company recognizes interest accrued related to unrecognized tax benefits and penaltiesin income tax expense. During the years ended
December 31, 2018, 2017 and 2016, the Company did not recognize any significant interest or penalties. The Company did not have any interest or
penalties accrued at December 31, 2018, 2017 and 2016.
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13.  Common Stock, Compensation Plansand Other
Common Stock

The Company’s Restated Articles of Incorporation, as amended, authorize the issuance of up to 200,000,000 shares of common stock, par value
$0.01 per share.

The Company also has the authority to issue up to 5,500,000 shares of preferred stock, par value $0.01 per share under the Company’s Restated
Articles of Incorporation.

Stock Repurchases

On February 21, 2018, the Company’s Board of Directors authorized the repurchase of up to an additional 5,000,000 shares of its common stock
under the previously approved stock repurchase program, which brought the total amount of authorized shares to repurchase to 14,752,000 shares.
During 2018, the Company utilized a portion of this stock repurchase program.

During 2018, the Company repurchased atotal of 5,307,689 shares with aweighted-average stock price of $19.62 per share. The 2018 earnings were
used to fund the repurchases during the year. Shares repurchased under the program as of December 31, 2018 total 9,832,553 shares. The remaining
balance available for repurchase is 4,919,447 shares at December 31, 2018. Additionally, on January 18, 2019, the Board of Directors of the Company
authorized the repurchase of up to an additional 5,000,000 shares of the Company’s common stock under this repurchase program.

Stock Compensation Plans

The Company has a stock option and performance incentive plan known as the Amended and Restated 2006 Stock Option and Performance
Incentive Plan (the “Plan”). The purpose of the Plan isto attract and retain highly qualified officers, directors, key employees, and other persons, and to
motivate those persons to improve the Company’s business results. On April 19, 2018 at the Annual Meeting of Sharehol ders of the Company, the
shareholders approved, as proposed in the Proxy Statement, an amendment to the Plan to increase the number of shares of the Company’s common stock
available for issuance under the Plan by 2,000,000 shares to 13,288,000 shares. The Plan provides for the granting of incentive and non-qualified stock
options and other equity awards, including the issuance of restricted shares. As of December 31, 2018, the maximum total number of shares of the
Company’s common stock available for i ssuance under the Plan was 13,288,000. At December 31, 2018, the Company had approximately 1,831,443 shares
of common stock remaining available for future grants and approximately 5,448,146 shares of common stock reserved for issuance pursuant to
outstanding awards under the Plan.

During the third quarter of 2018, the Company granted 1,452,000 stock options and 843,500 shares of restricted stock to certain employees under
the HOMB $2.00 performance incentive program (“HOMB $2.00"). The purpose of the performance-based incentive plan is to motivate employees to help
the Company achieve $2.00 of diluted earnings per share, as adjusted (non-GAAP), over aconsecutive four-quarter period.

Theintrinsic value of the stock options outstanding at December 31, 2018, 2017, and 2016 was $2.9 million, $16.2 million and $30.2 million,
respectively. Theintrinsic value of the stock options vested at December 31, 2018, 2017 and 2016 was $2.8 million, $9.9 million and $12.1 million,
respectively.

Theintrinsic value of the stock options exercised during 2018, 2017 and 2016 was $2.7 million, $3.7 million, and $8.0 million, respectively.

Total unrecognized compensation cost, net of income tax benefit, related to non-vested awards, which are expected to be recognized over the
vesting periods, was approximately $13.4 million as of December 31, 2018.
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The table below summarized the stock option transactions under the Plan at December 31, 2018, 2017 and 2016 and changes during the years then
ended:

2018 2017 2016
Weighted- Weighted- Weighted-
average average average
Shares Exercisable  Shares Exercisable  Shares Exercisable
(000) Price (000) Price (000) Price

Outstanding, beginning of year 22714 % 16.23 2397 % 15.19 279 $ 12.71
Granted 1,581 23.24 80 25.96 140 21.25
Forfeited/Expired (37) 22.30 — — (14) 17.28
Exercised (201) 9.25 (203) 782  (523) 3.50
Outstanding, end of year 3,617 19.62 2,274 16.23 2,397 15.19
Exercisable, end of year 1167 $ 15.31 1016 $ 13.55 639 $ 8.88

Stock-based compensation expense for stock-based compensation awards granted is based on the grant-date fair value. For stock option awards,
thefair valueis estimated at the date of grant using the Black-Scholes option-pricing model. This model requires the input of highly subjective
assumptions, changes to which can materially affect the fair value estimate. Additionally, there may be other factors that would otherwise have a
significant effect on the value of employee stock options granted but are not considered by the model. Accordingly, while management believes that the
Black-Scholes option-pricing model provides a reasonable estimate of fair value, the model does not necessarily provide the best single measure of fair
value for the Company’s employee stock options. The weighted-average fair value of options granted during the year ended December 31, 2018 was $5.58
per share. The weighted-average fair value of options granted during the year ended December 31, 2017 was $7.10 per share. The fair value of each option
granted is estimated on the date of grant using the Black-Schol es option-pricing model based on the weighted-average assumptions for expected
dividend yield, expected stock price volatility, risk-free interest rate, and expected life of options granted.

The assumptions used in determining the fair value of 2018, 2017 and 2016 stock option grants were as follows:

For the Years Ended December 31,

2018 2017 2016
Expected dividend yield 2.05% 1.39% 1.65%
Expected stock price volatility 25.59% 28.47% 26.66%
Risk-freeinterest rate 2.82% 2.06% 1.65%
Expected life of options 6.5 years 6.5 years 6.5 years
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Thefollowing isasummary of currently outstanding and exercisable options at December 31, 2018:

Options Outstanding Options Exercisable
Weighted-
Options Average Weighted- Options Weighted-
Outstanding Remaining Average Exercisable Average
Shares Contractual Exercise Shares Exercise
Exercise Prices (000) Life (in years) Price (000) Price
$2.10 to $2.66 6 1.00 $ 2.66 6 $ 2.66
$5.68 to $6.56 87 3.05 6.56 87 6.56
$8.62 t0 $9.54 245 4.15 9.01 245 9.01
$14.71t0 $16.86 252 5.77 15.97 168 16.05
$17.12t0 $17.40 193 5.89 17.20 127 17.24
$18.46 1,010 6.65 18.46 433 18.46
$20.16 to $20.58 68 6.77 20.41 37 20.35
$21.25t0 $22.22 235 8.29 21.71 48 21.25
$22.70t0 $23.51 1,441 9.56 23.32 0 0.00
$25.96 80 8.30 25.96 16 25.96
3,617 1,167

The table below summarizes the activity for the Company’s restricted stock issued and outstanding at December 31, 2018, 2017 and 2016 and
changes during the years then ended:

2018 2017 2016
(In thousands)
Beginning of year 1,145 958 975
I ssued 1,010 232 244
Vested (233) (45) (256)
Forfeited (49) — (5)
End of year 1,873 1,145 958
Amount of expense for twelve months ended $7,232 $5,237 $4,049

Total unrecognized compensation cost, net of income tax benefit, related to non-vested restricted stock awards, which are expected to be
recognized over the weighted-average remaining contractual life of 7.63 years, was approximately $28.2 million as of December 31, 2018.
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14.  Non-Interest Expense

The table bel ow shows the components of non-interest expense for years ended December 31:

2018 2017 2016
(In thousands)
Salaries and employee benefits $143,545 $119,369 $101,962
Occupancy and equipment 33,960 30,055 26,129
Data processing expense 14,428 11,998 10,499
Other operating expenses:
Advertising 4,472 3,203 3,332
Merger and acquisition expenses 6,013 25,743 433
FDIC loss share buy-out expense — — 3,849
Amortization of intangibles 6,455 4,207 3,132
Electronic banking expense 7,622 6,662 5,742
Directors’ fees 1,281 1,259 1,150
Due from bank service charges 1,003 1,602 1,354
FDIC and state assessment 8,558 5,239 5,491
Hurricane expense 470 556 —
Insurance 3,100 2,512 2,193
Legal and accounting 3,548 2,993 2,206
Other professional fees 6,453 5,359 4,049
Operating supplies 2,222 1,978 1,758
Postage 1,303 1,184 1,084
Telephone 1,405 1,374 1,751
Other expense 18,165 14,915 15,641
Total other operating expenses 72,070 78,786 53,165
Total non-interest expense $264,003 $240,208 $191,755

15. Employee Benefit Plans
401(k) Plan

The Company has aretirement savings 401(k) plan in which substantially all employees may participate. The Company matches employees
contributions based on a percentage of salary contributed by participants. While the plan also allows for discretionary employer contributions, no
discretionary contributions were made for the years ended 2018, 2017 and 2016. The Company’s expense for the plan was approximately $1.9 million,
$1.6 million and $1.4 millionin 2018, 2017 and 2016, respectively, which isincluded in salaries and employee benefits expense.

Chairman’s Retirement Plan

On April 20, 2007, the Company’s Board of Directors approved a Chairman’s Retirement Plan for John W. Allison, the Company’s Chairman. The
Chairman’s Retirement Plan provides a supplemental retirement benefit of $250,000 ayear for 10 consecutive years or until Mr. Allison’s death, whichever
occurs later. During 2011, Mr. Allison reached the age of 65 and became 100% vested in the plan. Therefore, he began receiving the supplemental
retirement benefit due to him. He received $250,000 of this benefit during 2018, 2017 and 2016, respectively. An expense of approximately $139,000,
$148,000 and $155,000 was accrued for 2018, 2017 and 2016 for this plan, respectively.
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16. Related Party Transactions

In the ordinary course of business, |oans may be made to officers and directors and their affiliated companies at substantially the same terms as
comparable transactions with other borrowers. At December 31, 2018 and 2017, related party |oans were approximately $56.6 million and $57.1 million,
respectively. New |oans and advances on prior commitments made to the related parties were $3.1 million and $12.0 million for the years ended
December 31, 2018 and 2017, respectively. Repayments of loans made by the related parties were $3.5 million and $6.0 million for the years ended
December 31, 2018 and 2017, respectively.

At December 31, 2018 and 2017, directors, officers, and other related interest parties had demand, non-interest-bearing deposits of approximately
$1.7 million and $2.0 million, respectively, savings and interest-bearing transaction accounts of approximately $8.6 million and $10.3 million, respectively,
and time certificates of deposit of approximately $335,000 and $445,000, respectively.

During each of 2018, 2017 and 2016, rent expense totaling approximately $100,000 was paid to related parties.

In September 2017, the Company purchased a used airplane that was formerly owned by Capital Buyers, a company owned by the Company’s
Chairman, John W. Allison, for a cash purchase price of $3.3 million. The purchase price paid by the Company was determined based on an independent
third-party appraisal.

In May 2017, the Company sold its 50% interest in the previous airplane to the unaffiliated third party with whom the Company co-owned that
plane. Prior to such sale, the Company and the third party each contributed $50,000 annually, and the Company’s Chairman, Mr. Allison, contributed
$25,000 annually, toward the fixed cost of the plane. The Company, the third party and Mr. Allison, shared an aggregate time allotment for use of the
plane, split 40%, 40% and 20%, respectively. Any user that went over its or histime allotment was billed at arate of $600 per hour. The Company
continues to lease a hangar from Mr. Allison for an aggregate annual rent of $9,000.

17. Leases

The Company |eases certain premises and equipment under noncancel able operating leases with terms up to 25 years which are charged to expense
over the lease term as it becomes payable. The Company’s leases do not have rent holidays. In addition, any rent escalations are tied to the consumer
price index or contain nominal increases and are not included in the calculation of current lease expense due to theimmaterial amount. At December 31,
2018, the minimum rental commitments under these noncancel able operating | eases are as follows (in thousands):

2019 $ 8,589
2020 7,826
2021 6,842
2022 5,269
2023 4,633
Thereafter 33,208

$66,367

18. Significant Estimatesand Concentrationsof Credit Risks

Accounting principles generally accepted in the United States of Americarequire disclosure of certain significant estimates and current
vulnerabilities due to certain concentrations. Estimates related to the allowance for loan losses and certain concentrations of credit risk arereflected in
Note 5, while deposit concentrations are reflected in Note 8.

The Company’s primary market areas are in Arkansas, Florida, South Alabamaand New Y ork. The Company primarily grantsloansto customers
located within these markets unless the borrower has an established rel ationship with the Company.
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The diversity of the Company’s economic base tends to provide a stable lending environment. Although the Company has aloan portfolio that is
diversified in both industry and geographic area, a substantial portion of its debtors’ ability to honor their contractsis dependent upon real estate values,
tourism demand and the economic conditions prevailing in its market areas.

Although the Company has adiversified |oan portfolio, at December 31, 2018 and 2017, commercial real estate loans represented 58.1% and 61.8%
of total loans receivable, respectively, and 273.6% and 289.6% of total stockholders' equity, respectively. Residential real estate loans represented 22.9%
and 23.3% of total loans receivable and 107.9% and 109.4% of total stockholders' equity at December 31, 2018 and 2017, respectively.

Approximately 88.9% of the Company’ s total loans and 91.2% of the Company’sreal estate loans as of December 31, 2018, are to borrowers whose
collateral islocated in Alabama, Arkansas, Floridaand New Y ork, the states in which the Company has its branch locations.

Although general economic conditionsin the Company’s market areas have improved, both nationally and locally, over the past three years and
have shown signs of continued improvement, financial institutions still face circumstances and challenges which, in some cases, have resulted and could
potentially result, in large declinesin the fair values of investments and other assets, constraints on liquidity and significant credit quality problems,
including severe volatility in the valuation of real estate and other collateral supporting loans. The financial statements have been prepared using values
and information currently available to the Company.

Any future volatility in the economy could cause the values of assets and liabilities recorded in the financial statementsto change rapidly,
resulting in material future adjustmentsin asset values, the allowance for loan losses and capital that could negatively impact the Company’s ability to
meet regulatory capital requirements and maintain sufficient liquidity.

19. Commitmentsand Contingencies

In the ordinary course of business, the Company makes various commitments and incurs certain contingent liabilities to fulfill the financing needs
of their customers. These commitments and contingent liabilities include lines of credit and commitmentsto extend credit and issue standby letters of
credit. The Company applies the same credit policies and standards as they do in the lending process when making these commitments. The collateral
obtained is based on the assessed creditworthiness of the borrower.

At December 31, 2018 and 2017, commitments to extend credit of $2.34 billion and $2.38 billion, respectively, were outstanding. A percentage of
these balances are participated out to other banks; therefore, the Company can call on the participating banks to fund future draws. Since some of these
commitments are expected to expire without being drawn upon, the total commitment amount does not necessarily represent future cash requirements.

Outstanding standby |etters of credit are contingent commitmentsissued by the Company, generally to guarantee the performance of a customer in
third-party borrowing arrangements. The term of the guarantee is dependent upon the creditworthiness of the borrower, some of which are long-term. The
amount of collateral obtained, if deemed necessary, is based on management’s credit evaluation of the counterparty. Collateral held varies but may
include accounts receivable, inventory, property, plant and equipment, commercial real estate and residential real estate. Management uses the same
credit policiesin granting lines of credit asit does for on-balance-sheet instruments. The maximum amount of future payments the Company could be
required to make under these guarantees at December 31, 2018 and 2017, is $55.6 million and $70.5 million, respectively.

The Company and/or its bank subsidiary have various unrelated legal proceedings, most of which involve loan foreclosure activity pending, which,
in the aggregate, are not expected to have amaterial adverse effect on the financial position or results of operations or cash flows of the Company and its
subsidiary.
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20. Financial Instruments

Fair value isthe price that would be received to sell an asset or paid to transfer aliability in an orderly transaction between market participants at
the measurement date. Fair value measurements must maximize the use of observable inputs and minimize the use of unobservable inputs. Thereisa
hierarchy of three levels of inputs that may be used to measure fair value:

Level 1  Quoted pricesin active markets for identical assets or liabilities

Level 2  Observableinputs other than Level 1 prices, such as quoted pricesfor similar assets or liabilities; quoted pricesin markets that are
not active; or other inputs that are observable or can be corroborated by observable market datafor substantially the full term of
the assets or liabilities

Level 3  Unobservableinputsthat are supported by little or no market activity and that are significant to the fair value of the assets or
lighilities

A financial instrument’slevel within the fair value hierarchy is based on the lowest level of input that is significant to the fair value measurement.
Transfers of financial instruments between levels within the fair value hierarchy are recognized on the date management determines that the underlying
circumstances or assumptions have changed.

Financial Assetsand Liabilities Measured on a Recurring Basis

Available-for-sale securities are the only material instruments valued on arecurring basis which are held by the Company at fair value. The
Company does not have any Level 1 securities. Primarily all of the Company’s securities are considered to be Level 2 securities. These Level 2 securities
consist primarily of U.S. government-sponsored enterprises, mortgage-backed securities plus state and political subdivisions. For these securities, the
Company obtains fair value measurements from an independent pricing service. The fair value measurements consider observable data that may include
dealer quotes, market spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, market consensus prepayment speeds,
credit information and the bond’ s terms and conditions, among other things. As of December 31, 2018 and 2017, Level 3 securities wereimmaterial. In
addition, there were no material transfers between hierarchy levels during 2018, 2017 and 2016.

The Company reviews the prices supplied by the independent pricing service, aswell astheir underlying pricing methodologies, for
reasonableness and to ensure such prices are aligned with traditional pricing matrices. In general, the Company does not purchase investment portfolio
securities with complicated structures. Pricing for the Company’s investment securitiesisfairly generic and is easily obtained. The Company began use a
third-party comparison pricing vendor in order to reflect consistency in the fair values of the investment securities sampled by the Company each quarter.

Financial Assetsand Liabilities Measured on a Nonrecurring Basis

Impaired loans that are collateral dependent are the only material financial assets valued on a non-recurring basis which are held by the Company at
fair value. Loan impairment is reported when full payment under the |oan terms is not expected. Impaired loans are carried at the net realizable value of the
collateral if theloanis collateral dependent. A portion of the allowance for loan lossesis allocated to impaired loans if the value of such loansis deemed
to be less than the unpaid balance. If these all ocations cause the allowance for loan losses to require an increase, such increaseisreported as a
component of the provision for loan losses. The fair value of loans with specific allocated |osses was $84.3 million and $72.5 million as of December 31,
2018 and 2017, respectively. Thisvaluation is considered Level 3, consisting of appraisals of underlying collateral. The Company reversed approximately
$1.2 million and $662,000 of accrued interest receivable when impaired loans were put on non-accrual status during the years ended December 31, 2018
and 2017, respectively.
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Nonfinancial Assetsand Liabilities Measured on a Nonrecurring Basis

Foreclosed assets held for sale are the only material non-financial assets valued on a non-recurring basis which are held by the Company at fair
value, less estimated coststo sell. At foreclosure, if the fair value, less estimated coststo sell, of thereal estate acquired isless than the Company’s
recorded investment in the related loan, awrite-down is recognized through a charge to the allowance for loan losses. Additionally, valuations are
periodically performed by management and any subsequent reduction in value is recognized by a charge to income. The fair value of foreclosed assets
held for saleis estimated using Level 3 inputs based on appraisals of underlying collateral. As of December 31, 2018 and 2017, the fair value of foreclosed
assets held for sale, less estimated costs to sell, was $13.2 million and $18.9 million, respectively.

No foreclosed assets held for sale were remeasured during the year ended December 31, 2018. Regulatory guidelines require the Company to
reevaluate the fair value of foreclosed assets held for sale on at least an annual basis. The Company’s policy isto comply with the regulatory guidelines.

The significant unobservable (Level 3) inputs used in the fair value measurement of collateral for collateral-dependent impaired loans and
foreclosed assets primarily relate to customized discounting criteria applied to the customer’s reported amount of collateral. The amount of the collateral
discount depends upon the condition and marketability of the underlying collateral. Asthe Company’s primary objective in the event of default would be
to monetize the collateral to settle the outstanding balance of the loan, less marketable collateral would receive alarger discount. During the reported
periods, collateral discounts ranged from 10% to 55% for commercial and residential real estate collateral.
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Fair Values of Financial | nstruments

The following table presents the estimated fair values of the Company’s financial instruments. Fair value is the exchange price that would be
received for an asset or paid to transfer aliability (exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date.

December 31, 2018

Carrying
Amount Fair Value L evel
(In thousands)
Financial assets:
Cash and cash equivalents $ 657,939 $ 657,939 1
Federal funds sold 325 325 1
Investment securities — held-to-maturity 192,776 193,610 2
Loans receivable, net of impaired loans and allowance 10,878,769 10,659,428 3
Accrued interest receivable 48,945 48,945 1
FHLB, Federal Reserve & First National Banker's Bank stock; other equity
investments 159,775 159,775 3
Financial liabilities:
Deposits:
Demand and non-interest bearing $ 2,401,232 $ 2,401,232 1
Savings and interest-bearing transaction accounts 6,624,407 6,624,407 1
Time deposits 1,874,139 1,852,816 3
Securities sold under agreements to repurchase 143,679 143,679 1
FHLB and other borrowed funds 1,472,393 1,464,073 2
Accrued interest payable 8,891 8,891 1
Subordinated debentures 368,790 366,159 3
December 31, 2017
Carrying
Amount Fair Value Level
(In thousands)
Financial assets:
Cash and cash equivalents $ 635933 $ 635933 1
Federal funds sold 24,109 24,109 1
Investment securities — held-to-maturity 224,756 227,539 2
Loans receivable, net of impaired loans and allowance 10,148,470 10,055,901 3
Accrued interest receivable 45,708 45,708 1
FHLB, Federal Reserve & First National Banker’s Bank stock; other equity
investments 156,025 156,025 3
Financial liabilities:
Deposits:
Demand and non-interest bearing $ 2,385,252 $ 2,385,252 1
Savings and interest-bearing transaction accounts 6,476,819 6,476,819 1
Time deposits 1,526,431 1,514,670 3
Securities sold under agreements to repurchase 147,789 147,789 1
FHLB and other borrowed funds 1,299,188 1,299,961 2
Accrued interest payable 5,583 5,583 1
Subordinated debentures 368,031 379,146 3
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21. Regulatory Matters

The Bank is subject to alegal limitation on dividends that can be paid to the parent company without prior approval of the applicable regulatory
agencies. Arkansas bank regulators have specified that the maximum dividend limit state banks may pay to the parent company without prior approval is
75% of the current year earnings plus 75% of the retained net earnings of the preceding year. Since the Bank is also under supervision of the Federal
Reserve, it isfurther limited if the total of all dividends declared in any calendar year by the Bank exceeds the Bank’s net profits to date for that year
combined with its retained net profits for the preceding two years. During 2018, the Company requested approximately $217.8 million in regular dividends
fromits banking subsidiary. Thisdividend is equal to approximately 66.2% of the Company’s banking subsidiary’s year-to-date 2018 earnings.

The Company’s banking subsidiary is subject to various regul atory 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 Company’s consolidated financial statements. Under capital adegquacy guidelines and the regulatory framework for
prompt corrective action, the Company must meet specific capital guidelines that involve quantitative measures of the Company’s assets, liabilities and
certain off-balance-sheet items as cal culated under regul atory accounting practices. The Company’s capital amounts and classifications are also subject
to qualitative judgments by the regulators about components, risk weightings and other factors. Furthermore, the Company’s regulators could require
adjustmentsto regulatory capital not reflected in the consolidated financial statements.

Quantitative measures established by regulation to ensure capital adequacy require the Company to maintain minimum amounts and ratios of total,
common Tier 1 equity and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as defined) and of Tier 1 capital (as defined) to average
assets (as defined). Management believes that, as of December 31, 2018, the Company meets all capital adequacy requirementsto which it is subject.

In July 2013, the Federal Reserve Board and the other federal bank regulatory agenciesissued afinal ruleto revise their risk-based and leverage
capital requirements and their method for cal culating risk-weighted assets to make them consistent with the agreements that were reached by the Basel
Committee on Banking Supervisionin“Basel I11: A Global Regulatory Framework for More Resilient Banks and Banking Systems’ and certain provisions
of the Dodd-Frank Act (“Basel 111"). Basel 111 appliesto all depository institutions, bank holding companies with total consolidated assets of $500 million
or more, and savings and loan holding companies. Basel |11 became effective for the Company and its bank subsidiary on January 1, 2015. The capital
conservation buffer requirement began being phased in beginning January 1, 2016 at the 0.625% level and increased by 0.625% on each subsequent
January 1, until it reached 2.5% on January 1, 2019 when the phase-in period ended and the full capital conservation buffer requirement became effective.

Therule phases out of Tier 1 capital these non-qualifying capital instrumentsissued before May 19, 2010 by all other bank holding companies.
Because the Company’ s total consolidated assets were less than $15 billion as of December 31, 2009, the Company’ s outstanding trust preferred
securities continue to be treated as Tier 1 capital. However, now that the Company has exceeded $15 hillion in assets, if the Company acquires another
financial institution in the future, then the Tier 1 treatment of the Company’s outstanding trust preferred securities will be phased out, but those
securitieswill still betreated as Tier 2 capital.

Basel 11 amended the prompt corrective action rulesto incorporate a“ common equity Tier 1 capital” requirement and to raise the capital
reguirements for certain capital categories. In order to be adequately capitalized for purposes of the prompt corrective action rules, a banking organization
will berequired to have at least a4.5% “common equity Tier 1 risk-based capital” ratio, a4% “Tier 1 leverage capital” ratio, a6% “Tier 1 risk-based
capital” ratio and an 8% “total risk-based capital” ratio.

The Federal Reserve Board' s risk-based capital guidelinesinclude the definitions for (1) awell-capitalized institution, (2) an adequately-capitalized
institution, and (3) an undercapitalized institution. Under Basel 111, the criteriafor awell-capitalized institution are now: a6.5% “common equity Tier 1 risk-
based capital” ratio, a5% “Tier 1 leverage capital” ratio, an 8% “Tier 1 risk-based capital” ratio, and a 10% “total risk-based capital” ratio. As of
December 31, 2018, the Bank met the capital standards for awell-capitalized institution. The Company’s “common equity Tier 1 risk-based capital” ratio,
“Tier 1 leverage capital” ratio, “ Tier 1 risk-based capital” ratio, and “total risk-based capital” ratio were 11.34%, 10.36%, 11.93%, and 15.31%, respectively,
as of December 31, 2018.
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The Company’s actual capital amounts and ratios along with the Company’s bank subsidiary are presented in the following table.

Minimum To Be

Minimum Capital Minimum Capital Well-Capitalized
Requirement — Requirement — Under Prompt
Basel 111 Basel 111 Corrective Action
Actual Phase-In Schedule Fully Phased-In Provision
Amount Ratio Amount Ratio Amount Ratio Amount Ratio

(Dollarsin thousands)
As of December 31, 2018
Common equity Tier 1 capital

Home BancShares $1,362,859 11.34% $ 766,158 6.375% $ 841,271 7.000% $ N/A  N/A%

Centennial Bank 1,654,810 13.77 766,116  6.375 841,225 7.000 781,138  6.50
Leverageratios:

Home BancShares $1,433,700 10.36% $ 553,552 4.000% $ 553,552 400% $ N/A  N/A%

Centennial Bank 1,654,810 11.93 554,840  4.000 554,840 4.00 693550  5.00
Tier 1 capita ratios:

Home BancShares $1433,700 11.93% $ 946,386 7.875%  $1,021,496 8500% $ N/A  N/A%

Centennial Bank 1,654,810 13.77 946,378  7.875 1,021,488 8.500 961,400 8.00
Total risk-based capital ratios:

Home BancShares $1,840,440 1531% $1,187,0900 9.875%  $1,262,222 10500% $ N/A  N/A%

Centennial Bank 1,763,601 14.68 1,186,346  9.875 1,261,431  10.500 1,201,363  10.00

Asof December 31, 2017

Common equity Tier 1 capital

Home BancShares $1,240,822 1086% $ 656,973 5750% $ 799,793 700% $ N/A  N/A%

Centennial Bank 1546451 1355 656,243  5.750 798,905 7.00 741840 650
Leverage ratios:

Home BancShares $1,311,520 998% $ 525659 4.000% $ 525,659 400% $ N/A  N/A%

Centennial Bank 1546451 11.76 526,004  4.000 526,004 4.00 657,505  5.00
Tier 1 capital ratios:

Home BancShares $1,311,520 1148% $ 828268 7.250% $ 971,073 850% $ N/A N/A%

Centennial Bank 1,546,451  13.55 827,437 7.250 970,098 8.50 913034 800
Total risk-based capital ratios:

Home BancShares $1,719,118 1505% $ 1,056,601 9.250%  $1,199,385 1050% $ N/A  N/A%

Centennial Bank 1,656,717  14.52 1,055,415 9.250 1,198,039 10.50 1,140,990  10.00

22. Additional Cash Flow Information

In connection with the GHI acquisition, accounted for using the purchase method, the Company acquired approximately $398.1 million in assets,
including $41.0 million in cash and cash equivalents, assumed $345.0 million in liahilities, issued 2,738,038 shares of its common stock valued at
approximately $77.5 million as of February 23, 2017, and paid approximately $18.5 million in cash in exchange for all outstanding shares of GHI common
stock.

In connection with the BOC acquisition, accounted for using the purchase method, the Company acquired approximately $178.1 million in assets,
including $4.6 million in cash and cash equivalents, assumed $170.1 millionin liabilities, issued no equity and paid approximately $4.2 millionin cash. Asa
result, the Company recorded a bargain purchase gain of $3.8 million.

In connection with the Stonegate acquisition, accounted for using the purchase method, the Company acquired approximately $2.89 hillionin
assets, including $101.0 million in cash and cash equivalents, assumed $2.60 billion in liahilities, issued 30,863,658 shares of its common stock valued at
approximately $742.3 million as of September 26, 2017, and paid $50.1 million in cash in exchange for all outstanding shares of Stonegate common stock.
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In connection with the SPF acquisition, accounted for using the purchase method, the Company acquired approximately $377.0 million in assets,
including $376.2 million in loans, issued 1,250,000 shares of its common stock valued at approximately $28.2 million as of June 30, 2018, and paid
$377.4 million in cash.

Thefollowing is summary of the Company’s additional cash flow information during the years ended December 31:

2018 2017 2016
(In thousands)
Interest paid $121,047 $ 61,930 $30,463
Income taxes paid 69,282 124,830 81,900
Assets acquired by foreclosure 11,217 10,318 10,957

23. Condensed Financial Information (Parent Company Only)
Condensed Balance Sheets

December 31,

(In thousands) 2018 2017
Assets
Cash and cash equivalents $ 64,359 $ 44,046
Investment securities — 2,831
Investments in wholly-owned subsidiaries 2,641,929 2,509,375
Investments in unconsolidated subsidiaries 2,201 2,201
Premises and equipment 2,545 7,026
Other assets 13,191 12,530
Total assets $2,724,225 $2,578,009
Liabilities
Subordinated debentures $ 368,790 $ 368,031
Other liabilities 5,549 5,687
Total liabilities 374,339 373,718
Stockholders' Equity

Common stock 1,707 1,736
Capital surplus 1,609,810 1,675,318
Retained earnings 752,184 530,658
Accumulated other comprehensive income (l0ss) (13,815) (3,421)
Total stockholders' equity 2,349,886 2,204,291
Total liabilities and stockholders' equity $2,724,225 $2,578,009

Condensed Statements of Income

Years Ended December 31,

(In thousands) 2018 2017 2016
Income

Dividends from banking subsidiary $217,841 $ 86,695 $ 44,623

Other income 599 2,241 608
Total income 218,440 88,936 45,231
Expenses 40,266 26,634 12,514

Income before income taxes and equity in undistributed net income of

subsidiaries 178,174 62,302 32,717

Tax benefit for income taxes 10,873 8,826 4,787
Income before equity in undistributed net income of subsidiaries 189,047 71,128 37,504
Equity in undistributed net income of subsidiaries 111,356 63,955 139,642
Net income $300,403 $135,083 $177,146
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Condensed Statements of Cash Flows

Years Ended December 31,

(In thousands) 2018 2017 2016
Cash flows from operating activities
Net income $300,403  $135083  $ 177,146
Items not requiring (providing) cash
Depreciation 301 213 141
Amortization/(accretion) 788 612 176
Share-based compensation 9,084 6,705 6,628
Tax benefit from stock options exercised — — (4,154)
(Gain) loss on assets (1112) (2,393) (410)
Equity in undistributed income of subsidiaries (111,356) (63,955) (139,642)
Changes in other assets (661) (10,748) 5,888
Changesin other liabilities (2,595) 14,202 (6,694)
Net cash provided by (used in) operating activities 195,853 79,719 39,079
Cash flowsfrom investing activities
Purchases of premises and equipment, net — (4,075) (7,273)
Proceeds from sale of premises and equipment, net 4,262 3,957 3,293
Capital contribution to subsidiary (881) (250,000) (24)
Purchase of Giant Holdings, Inc. — (16,591) —
Purchase of Bank of Commerce — (4,175) —
Disposition of RCA Air, LLC — 382 —
Purchase of Stonegate Bank — (40,649) —
Proceeds from sale of investment securities 3,768 5,629 2,104
Net cash provided by (used in) investing activities 7,149 (305,522) (1,900)
Cash flows from financing activities
Proceeds from exercise of stock options 1,454 1,082 1,495
Common stock issuance costs — market acquisitions — (825) —
Tax benefit from stock options exercised — — 4,154
Repurchase of common stock (104,276) (20,825) (9,817)
Proceeds from issuance of subordinated debt — 297,201 —
Dividends paid (79,867) (60,373) (48,096)
Net cash provided by (used in) financing activities (182,689) 216,260 (52,264)
Increase (decrease) in cash and cash equivalents 20,313 (9,543) (15,085)
Cash and cash equivalents, beginning of year 44,046 53,589 68,674
Cash and cash equivalents, end of year $ 64359 $ 44046 $ 53589
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24. Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic 606). ASU 2014-09 provides guidance that an entity
should recognize revenue to depict the transfer of promised goods or servicesto customersin an amount that reflects the consideration to which the
entity expectsto be entitled in exchange for those goods and services. In August 2015, the FASB issued ASU No. 2015-14, Revenue from Contracts with
Customers (Topic 606), which defers the effective date of this standard to annual and interim periods beginning after December 15, 2017; however, early
adoption is permitted for annual and interim reporting periods beginning after December 15, 2016. In April 2016, the FASB issued ASU 2016-10, Revenue
from Contracts with Customers (Topic 606): | dentifying Performance Obligations and Licensing, which amends certain aspects of the guidancein ASU
2014-09 (FASB’s new revenue standard) on (1) identifying performance obligations and (2) licensing. ASU 2014-10's effective date and transition
provisions are aligned with the requirementsin ASU 2014-09. In May 2016, the FASB issued ASU 2016-12, Revenue from Contracts with Customers
(Topic 606): Narrow-Scope | mprovements and Practical Expedients, which amends certain aspects of the FASB’s new revenue standard, ASU 2014-09.
ASU 2016-12's effective date and transition provisions are aligned with the requirementsin ASU 2014-09.

The guidanceissued in ASU 2014-09, ASU 2015-14, ASU 2016-10 and ASU 2016-12 permit two implementation approaches, one requiring
retrospective application of the new standard with restatement of prior years and one requiring prospective application of the new standard with
disclosure of results under old standards. The Company prospectively adopted the guidance effective January 1, 2018 and its adoption did not have a
significant impact on our financial position or financial statement disclosures.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Overall (Subtopic 825-10): Recognition and Measurement of Financial
Assets and Financial Liabilities. ASU 2016-01 clarifies guidance related to the valuation all owance assessment when recognizing deferred tax assets
resulting from unrealized losses on available-for-sale securities. The new guidance is effective for annual reporting period and interim reporting periods
within those annual periods, beginning after December 15, 2017. The Company adopted the new standard effective January 1, 2018, and the
implementation resulted in a$990,000 increase to retained earnings and a $990,000 decrease to accumul ated other comprehensiveincome. The current
accounting policies and procedures have been adjusted to comply with the accounting changes mentioned above. For additional information on fair
value of assets and liabilities, see Note 20.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The amendmentsin ASU 2016-02 address several aspects of lease
accounting with the significant change being the recognition of |ease assets and lease liabilities for |eases previously classified as operating leases. The
new standard establishes a right-of-use (ROU) model that requires alessee to record a ROU asset and alease liability on the balance sheet for all |eases
with terms longer than 12 months. Leases will be classified as either finance or operating, with classification affecting the pattern of expense recognition
in the income statement. The new standard is effective for fiscal years beginning after December 15, 2018, including interim periods within those fiscal
years. An entity may adopt the new guidance either by restating prior periods and recording a cumulative effect adjustment at the beginning of the
earliest comparative period presented or by recording a cumulative effect adjustment at the beginning of the period of adoption. The Company adopted
the standard by recording a cumulative effect adjustment at January 1, 2019. Asthe Company owns most of its branch locations, this ASU applied
primarily to operating leases and the Company expects the overall impact of this ASU to result in an increase of approximately $48.8 million to total assets
and total liabilitiesin the Company’s consolidated bal ance sheets at adoption.
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In May 2016, the FASB issued ASU 2016-11, Revenue Recognition (Topic 605) and Derivatives and Hedging (Topic 815): Rescission of SEC
Guidance Because of Accounting Standards Updates 2014-09 and 2014-16 Pursuant to Staff Announcements at the March 3, 2016 EITF Meeting
(SEC Update), which rescinds certain SEC guidance from the FASB Accounting Standards Codification in response to announcements made by the SEC
staff at the Emerging Issues Task Force's (“EITF") March 3, 2016, meeting. ASU 2016-11 is effective at the same time as ASU 2014-09 and ASU 2014-16.
The Company adopted the guidance effective January 1, 2018 and its adoption did not have a significant impact on our financial position or financial
statement disclosures.

In June 2016, the FASB issued ASU 2016-13, Measurement of Credit Losses on Financial Instruments, which amends the FASB’s guidance on the
impairment of financial instruments. The amendmentsin ASU 2016-13 replace the incurred loss model with a methodology that reflects expected credit
losses over thelife of the loan and requires consideration of abroader range of reasonabl e and supportable information to cal culate credit |oss estimates,
known as the current expected credit loss (“CECL”) model. Under the new guidance, an entity recognizes as an allowance its estimate of expected credit
losses, which the FASB believeswill result in more timely recognition of such losses. ASU 2016-13 is also intended to reduce the complexity of U.S.
GAAP by decreasing the number of credit impairment models that entities use to account for debt instruments. ASU 2016-13 is effective for fiscal years
beginning after December 15, 2019, including interim periods within those fiscal years. Early adoption is permitted for fiscal years beginning after
December 15, 2018, including interim periods within those fiscal years. The allowance for loan lossesis amaterial estimate of the Company and given the
change from an incurred loss model to a methodol ogy that considers the credit loss over the life of the loan, there isthe potential for an increasein the
allowance for loan losses at adoption date. The Company is anticipating a significant change in the processes and procedures to cal cul ate the allowance
for loan losses, including changes in assumptions and estimates to consider expected credit |osses over the life of the loan versus the current accounting
practice that utilizes the incurred loss model. The Company will also develop new procedures for determining an allowance for credit losses relating to
held-to-maturity investment securities. In addition, the current accounting policy and procedures for other-than-temporary impairment on
available-for-sale investment securitieswill be replaced with an allowance approach. The Company is currently evaluating the impact, if any, ASU 2016-13
will have onitsfinancial position and results of operations and currently does not know or cannot reasonably quantify the impact of the adoption of the
amendments as aresult of the complexity and extensive changes from the amendments. It istoo early to assess the impact that the implementation of this
guidance will have on the Company’s consolidated financial statements; however, the Company has begun devel oping processes and procedures to
ensureit isfully compliant with the amendments at the required adoption date. Among other things, the Company hasinitiated data gathering and
assessment to support forecasting of asset quality, loan balances, and portfolio net charge-offs and has devel oped an in-house data warehouse,
developed asset quality forecast models and selected a software vendor in preparation for the implementation of this standard. For additional information
on the allowance for loan |osses, see Note 5.

In August 2016, the FASB issued ASU 2016-15, Classification of Certain Cash Receipts and Cash Payments, which amends the guidancein ASC
230 on the classification of certain cash receipts and paymentsin the statement of cash flows. The primary purpose of ASU 2016-15 is to reduce the
diversity in practice that has resulted from the lack of consistent principles on thistopic. ASU 2016-15's amendments add or clarify guidance on eight
cash flow issuesincluding debt prepayment or debt extinguishment costs; settlement of zero-coupon debt instruments or other debt instruments with
coupon interest rates that are insignificant in relation to the effective interest rate of the borrowing; contingent consideration payments made after a
business combination; proceeds from the settlement of insurance claims; proceeds from the settlement of corporate-owned life insurance policies;
including bank-owned life insurance policies; distributions received from equity method investees; beneficial interests in securitization transactions and
separately identifiable cash flows and application of the predominance principle. ASU 2016-15 is effective for fiscal years beginning after December 15,
2017, including interim periods within those fiscal years. Early adoption is permitted and the guidance must be applied retrospectively to all periods
presented but may be applied prospectively from the earliest date practicableif retrospective application would be impracticable. The Company adopted
the guidance effective January 1, 2018 and its adoption did not have a significant impact on our financial position or financial statement disclosures.

161



Table of Contents

In October 2016, the FASB issued ASU 2016-16, Income Taxes (Topic 740): Intra-Entity Transfers of Assets Other Than Inventory, which requires
an entity to recognize the income tax consequences of an intra-entity transfer of an asset other than inventory when the transfer occurs. The amendments
are effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017, and should be applied on amodified
retrospective basis through a cumulative-effect adjustment directly to retained earnings at the beginning period of adoption. Early adoption is permitted
inthefirst interim period of an annual reporting period for which financial statements have not been issued. The Company adopted the guidance effective
January 1, 2018 and its adoption did not have a significant impact on our financial position or financial statement disclosures.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash (a consensus of the FASB Emerging
Issues Task Force), which clarifies how entities should present restricted cash and restricted cash equivalentsin the statement of cash flows, and, asa
result, entitieswill no longer present transfers between cash and cash equivalents and restricted cash and restricted cash equivalentsin the statement of
cash flows. An entity with amaterial balance of restricted cash and restricted cash equivalents must disclose information about the nature of the
restrictions. The new standard is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017. The Company
adopted the guidance effective January 1, 2018 and its adoption did not have a significant impact on our financial position or financial statement
disclosures.

In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805): Clarifying the Definition of a Business, which provides
guidance to entities to assist with evaluating when a set of transferred assets and activities (collectively, the “set”) is a business and provides a screen to
determine when a set is not abusiness. Under the new guidance, when substantially all of the fair value of gross assets acquired (or disposed of) is
concentrated in asingle identifiable asset, or group of similar assets, the assets acquired would not represent a business. Also, to be considered a
business, an acquisition would have to include an input and a substantive process that together significantly contribute to the ability to produce
outputs. The new standard is effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2017, and should be
applied on a prospective basis to any transactions occurring within the period of adoption. Early adoption is permitted for interim or annual periodsin
which the financial statements have not been issued. The Company adopted the guidance effective January 1, 2018, and its adoption did not have a
significant impact on the Company’s financial position or financial statement disclosures.

In January 2017, the FASB issued ASU 2017-04, | ntangibles—Goodwill and Other (Topic 350): Smplifying the Test for Goodwill Impairment,
which eliminates the requirement to determine the fair value of individual assets and liabilities of areporting unit to measure goodwill impairment. Under
the amendments in the new ASU, goodwill impairment testing will be performed by comparing the fair value of the reporting unit with its carrying amount
and recognizing an impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value; however, the loss should not
exceed the total amount of goodwill allocated to that reporting unit. The new standard is effective for annual and interim goodwill impairment testsin
fiscal years beginning after December 15, 2019 and should be applied on a prospective basis. Early adoption is permitted for annual or interim goodwill
impairment testing performed after January 1, 2017. The Company has goodwill from prior business combinations and performs an annual impairment test
or more frequently if changes or circumstances occur that would more-likely-than-not reduce the fair value of the reporting unit below its carrying value.
During 2018, the Company performed itsimpairment assessment and determined the fair value of the aggregated reporting units exceed the carrying
value, such that the Company’s goodwill was not considered impaired. Although the Company cannot anticipate future goodwill impairment
assessments, based on the most recent assessment it is unlikely that an impairment amount would need to be calculated and, therefore, does not
anticipate amaterial impact from these amendments to the Company’s financial position and results of operations. The current accounting policies and
processes are not anticipated to change, except for the elimination of the Step 2 analysis.
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In February 2017, the FASB issued ASU 2017-05, Other Income: Gains and Losses from the Derecognition of Nonfinancial Assets, which clarifies
the scope of the FASB’ s guidance on nonfinancial asset derecognition (ASC 610-20) as well as the accounting for partial sales of nonfinancial assets.
The ASU conforms the derecognition guidance on nonfinancial assets with the model for transactionsin the new revenue standard (ASC 606, as
amended). The ASU requires an entity to derecognize the nonfinancial asset or in-substance nonfinancial asset in a partial sale transaction when (1) the
entity ceases to have acontrolling financial interest in asubsidiary under ASC 810 and (2) control of the asset is transferred in accordance with ASC 606.
The entity therefore has to consider repurchase agreements (e.g., acall option to repurchase the ownership interest in a subsidiary) in its assessment and
may not be able to derecognize the nonfinancial assets, even though it no longer has a controlling financial interest in a subsidiary in accordance with
ASC 810. The ASU illustrates the application of this guidance in ASC 610-20-55-15 and 55-16. The effective date of the new guidanceis aligned with the
reguirementsin the new revenue standard, which is effective for public entities for annual reporting periods (including interim reporting periods within
those periods) beginning after December 15, 2017, and for nonpublic entities for annual reporting periods beginning after December 15, 2018, and interim
reporting periods within annual reporting periods beginning after December 15, 2019. The Company adopted the guidance effective January 1, 2018, and
its adoption did not have a significant impact on the Company’s financial position or financial statement disclosures.

In March 2017, the FASB issued ASU 2017-08, Receivables—Nonrefundable Fees and Other Costs (Topic 310): Premium Amortizaton on
Purchased Callable Debt Securities, which amends the amortization period for certain purchased callable debt securities held at a premium. This ASU
will shorten the amortization period for the premium to be amortized to the earliest call date. This ASU does not apply to securities held at a discount,
which will continue to be amortized to maturity. This ASU is effective for interim and annual reporting periods beginning after December 15, 2018. The
guidance should be applied using a modified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of the beginning
of the period of adoption. Early adoption is permitted, including adoption in an interim period. The Company early adopted the guidance effective
January 1, 2018, and its adoption did not have a significant impact on the Company’s financial position or financial statement disclosures.

In May 2017, the FASB issued ASU 2017-09, Compensation—Stock Compensation (Topic 718): Scope of Modification Accounting, whch
amends the scope of modification accounting for share-based payment arrangements. Specifically, an entity would not apply modification accounting if
the fair value, vesting conditions, and classification of the awards are the same immediately before and after the modification. The amendmentsin ASU
2017-09 should be applied prospectively to an award modified on or after the adoption date. This ASU is effective for interim and annual reporting
periods beginning after December 15, 2017. Early adoption is permitted, including adoption in an interim period. The Company adopted the guidance
effective January 1, 2018. The Company does not anticipate any modifications to its existing awards and therefore the adoption of ASU 2017-09 is not
expected to have asignificant impact on the Company’s financial position, results of operations, or its financial statement disclosures.

In July 2017, the FASB issued ASU 2017-11, Earnings Per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480) and Derivatives
and Hedging (Topic 815): I. Accounting for Certain Financial Instruments with Down Round Features; 11. Replacement of the Indefinite Deferral for
Mandatorily Redeemable Financial Instruments of Certain Nonpublic Entities and Certain Mandatorily Redeemable Non-controlling Interestswith a
Scope Exception. Part | of this update addresses the complexity of accounting for certain financial instruments with down round features. Down round
features are features of certain equity-linked instruments (or embedded features) that result in the strike price being reduced on the basis of the pricing of
future equity offerings. Current accounting guidance creates cost and complexity for entities that issue financial instruments (such as warrants and
convertible instruments) with down round features that require fair value measurement of the entire instrument or conversion option. Part |1 of this update
addresses the difficulty of navigating Topic 480, Distinguishing Liabilities from Equity, because of the existence of extensive pending content in the
FASB Accounting Standards Codification. This pending content isthe result of the indefinite deferral of accounting regquirements about mandatorily
redeemable financial instruments of certain nonpublic entities and certain mandatorily redeemable non-controlling interests. The amendmentsin Part 11 of
this update do not have an accounting effect. This ASU is effective for interim and annual reporting periods beginning after December 15, 2018. The
Company adopted the guidance effective January 1, 2019, and its adoption did not have a significant impact on the Company’sfinancial position or
financial statement disclosures.
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In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging (Topic 815)—Targeted Improvements to Accounting for Hedging
Activities, which amends the hedge accounting model to provide better insight to risk management activitiesin the financial statements, reduces the
complexity in cash flow hedges of interest raterisk, eliminates the requirement to separately measure and report hedge ineffectiveness, requires the entire
change in the fair value of ahedging instrument included in the assessment of the hedge effectiveness to be recorded in other comprehensive income,
with amounts reclassified to earnings to be presented in the same line item used to present the earnings effect of the hedged item when the hedged item
affects earnings and allows the initial prospective quantitative assessment of hedge effectiveness to be performed at any time after hedge designation,
but no later than the first quarterly effectiveness testing date. This ASU is effective for interim and annual periods beginning after December 15, 2018, and
early adoption is permitted. The amendments in this standard must be applied using the modified retrospective approach for cash flow and net
investment hedge relationships existing on the date of adoption. The Company adopted the guidance effective January 1, 2019, and as permitted by the
ASU, the Company reclassified the HTM investment securities portfolio, with afair value of $193.6 million and $834,000 in net unrealized gains as of
December 31, 2018, to AFSinvestment securities.

In February 2018, the FASB issued ASU 2018-02, Income Statement—Reporting Comprehensive Income (Topic 220): Reclassification of Certain
Tax Effects from Accumulated Other Comprehensive Income, which was issued to address the income tax accounting treatment of the stranded tax
effects within other comprehensive income due to the prohibition of backward tracing due to an income tax rate change that wasinitially recorded in other
comprehensive income. Thisissue came about from the enactment of the TCJA on December 22, 2017 that changed the Company’s federal income tax rate
from 35% to 21%. The ASU changed current accounting whereby an entity may elect to reclassify the stranded tax effect from accumulated other
comprehensive income to retained earnings. The amendmentsin this ASU are effective for interim and annual reporting periods beginning after
December 15, 2018. Early adoption is permitted, including adoption in an interim period. Adoption of this ASU isto be applied either in the period of
adoption or retrospectively to each period in which the effect of the change in the tax laws or rates were recognized. The Company adopted the guidance
effective January 1, 2019, and its adoption resulted in a $459,000 decrease to equity.

In February 2018, the FASB issued ASU 2018-03, Technical Corrections and Improvements to Financial Instruments— Overall (Subtopic
825-10): Recognition and Measurement of Financial Assets and Financial Liabilities. The amendmentsin ASU 2018-03 make technical correctionsto
certain aspects of ASU 2016-01 (on recognition of financial assets and financial liabilities), including the following:

*  Equity securities without areadily determinable fair value — discontinuation.
*  Equity securities without areadily determinable fair value — adjustments.

*  Forward contracts and purchased options.

*  Presentation requirementsfor certain fair value option liabilities.

*  Fair value option liabilities denominated in aforeign currency.

+  Transition guidance for equity securities without areadily determinablefair value.

The amendmentsin ASU 2018-03 are effective for fiscal years beginning after December 15, 2017, and interim periods within those fiscal years
beginning after June 15, 2018. Early adoption of ASU 2018-03 is permitted for all entities for fiscal years beginning after December 15, 2017, including
interim periods within those fiscal yearsif they have adopted ASU 2016-01. The Company adopted the guidance effective January 1, 2018, and its
adoption did not have asignificant impact on our financia position or financial statement disclosures.

In March 2018, the FASB issued ASU 2018-04, Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 117 and SEC
Release No. 33-9273. The ASU adds, amends, and supersedes various paragraphs that contain SEC guidance in ASC 320, Investments — Debt Securities,
and ASC 980, Regulated Operations. The effective date for the amendments to ASC 320 is the same as the effective date of ASU 2016-01. Other
amendments are effective upon issuance. The Company adopted the amendments to ASC 320 effective January 1, 2018, and the adoption did not have a
significant impact on our financial position or financial statement disclosures. The Company adopted the other amendments effective March 9, 2018, and
the adoption did not have a significant impact on our financial position or financial statement disclosures.

In March 2018, the FASB issued ASU 2018-05, Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting Bulletin No. 118. The ASU
adds seven paragraphsto ASC 740, Income Taxes, that contain SEC guidance related to SAB 118 (codified as SEC SAB Topic 5.EE, Income Tax
Accounting I mplications of the Tax Cuts and Jobs Act. This ASU was effective upon issuance. The Company adopted the guidance effective March 13,
2018, and its adoption did not have a significant impact on our financial position or financial statement disclosures.
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In June 2018, the FASB issued ASU 2018-07, Compensation — Stock Compensation (Topic 718): |mprovements to Nonempl oyee Share-Based
Payment Accounting. The ASU expands the scope of Topic 718 to include share-based payment transactions for acquiring goods and services from
nonemployees. The guidance also specifiesthat Topic 718 appliesto all share-based payment transactions in which a grantor acquires goods or services
to be used or consumed in a grantor’s own operations by issuing share-based payment awards. The guidance is effective for fiscal years beginning after
December 15, 2018, including interim periods within those fiscal years. Early adoption is permitted, but no earlier than an entity’s adoption date of Topic
606. The Company adopted the guidance effective January 1, 2019, and its adoption did not have a significant impact on the Company’s financial position
or financial statement disclosures.

In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework-Changes to the Disclosure
Requirements for Fair Value Measurement. The new guidance modifies disclosure requirements related to fair value measurement. The amendmentsin
this ASU are effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2019. Implementation on a prospective
or retrospective basis varies by specific disclosure requirement. Early adoption is permitted. The standard also allows for early adoption of any removed
or modified disclosures upon issuance of this ASU while delaying adoption of the additional disclosures until their effective date. This guidanceis
applicable to the Company beginning January 1, 2020. The Company is currently evaluating the potential effects of this guidance on its consolidated
financial statements.

In August 2018, the FASB issued ASU No. 2018-15, Intangibles-Goodwill and Other-Internal-Use Softwar e (Subtopic 350-40): Customer’s
Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement That is a Service Contract, that amends the definition of ahosting
arrangement and requires a customer in a hosting arrangement that is a service contract to capitalize certain implementation costs asif the arrangement
was an internal-use software project. The internal-use software guidance states that only qualifying costs incurred during the application devel opment
stage can be capitalized. The effective dateisfor fiscal years beginning after December 15, 2019, and interim periods within those fiscal years, with early
adoption permitted. Entities have the option to apply the guidance prospectively to all implementation costs incurred after the date of adoption or
retrospectively in accordance with the applicable guidance. At the time of adoption, entitieswill be required to disclose the nature of its hosting
arrangements that are service contracts and provide disclosures asif the deferred implementation costs were a separate, major depreciable asset class.
The Company is beginning to evaluate its cloud computing arrangements and has not yet determined how it will apply or the impact of this new standard.

In October 2018, the FASB issued ASU No. 2018-16, Inclusion of the Secured Overnight Financing Rate (SOFR) Overnight Index Swap (OIS)
Rate as a Benchmark Interest Rate for Hedge Accounting Purposes. The amendmentsin this Update permit the OIS rate based on SOFR asa U.S.
benchmark interest rate. Including the OIS rate based on SOFR as an eligible benchmark interest rate during the early stages of the marketplace transition
will facilitate the LIBOR to SOFR transition and provide sufficient lead time for entities to prepare for changes to interest rate risk hedging strategies for
both risk management and hedge accounting purposes. For entities that have not already adopted ASU 2017-12, the amendmentsin this Update are
required to be adopted concurrently with the amendmentsin ASU 2017-12. The Company adopted the guidance concurrently with ASU 2017-12 effective
January 1, 2019, and its adoption did not have a significant impact on the Company’s financial position or financial statement disclosures.

In November 2018, the FASB issued ASU No. 2018-19, Codification Improvements to Topic 326, Financial Instruments-Credit Losses. The
amendment clarifies that receivables arising from operating |eases are not within the scope of Subtopic 326-20. Instead, impairment of receivables arising
from operating | eases should be accounted for in accordance with Topic 842, Leases. The effective date and transition requirements for the amendments
in this update are the same as the effective dates and transition requirementsin ASU 2016-13.

In December 2018, the FASB issued ASU No. 2018-20, Narrow-Scope I mprovements for Lessors. The amendmentsin this update permit lessors, as
an accounting policy election, to not evaluate whether certain sales taxes and other similar taxes are lessor costs or lessee costs. I nstead, those lessors
will account for those costs as if they are lessee costs. Consequently, alessor making this election will exclude from the consideration in the contract and
from variable payments
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not included in the consideration in the contract all collections from lessees of taxes within the scope of the election and will provide certain disclosures.
The amendments in this update related to certain lessor costs require lessors to exclude from variable payments, and therefore revenue, lessor costs paid
by lessees directly to third parties. The amendments al so require lessors to account for costs excluded from the consideration of a contract that are paid
by the lessor and reimbursed by the lessee as variable payments. A lessor will record those reimbursed costs as revenue. The amendments in this Update
related to recognizing variable payments for contracts with lease and non-lease components require |essors to allocate certain variable payments to the
|ease and non-lease components when the changes in facts and circumstances on which the variable payment is based occur. After the allocation, the
amount of variable payments allocated to the lease components will be recognized asincome in profit or lossin accordance with Topic 842, while the
amount of variable payments allocated to non-lease components will be recognized in accordance with other Topics, such as Topic 606. The amendments
in this Update affect the amendmentsin ASU 2016-02, which are not yet effective but can be early adopted. The effective date and transition requirements
for the amendments in this Update for entities that have not adopted Topic 842 before the issuance of this update are the same as the effective date and
transition requirementsin ASU 2016-02. The Company adopted ASU 2016-02 by recording a cumulative effect adjustment at January 1, 2019. Asthe
Company owns most of its branch locations, this ASU applied primarily to operating |eases and the Company expects the overall impact of thisASU to
result in an increase of approximately $48.8 million to total assets and total liabilitiesin the Company’s consolidated balance sheets at adoption.
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Item 9. CHANGESIN AND DISAGREEMENTSWITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
No items are reportable.

Iltem 9A. CONTROLSAND PROCEDURES
Evaluation of Disclosure Controlsand Procedures.

An evaluation as of the end of the period covered by this annual report was carried out under the supervision and with the participation of our
management, including the Chief Executive Officer and the Chief Financial Officer, of the effectiveness of the design and operation of our “ disclosure
controls and procedures,” which are defined under SEC rules as controls and other procedures of acompany that are designed to ensure that information
required to be disclosed by a company in the reportsthat it files under the Exchange Act is recorded, processed, summarized and reported within required
time periods and that such information is accumulated and communicated to the company’s management, including the Chief Executive Officer and Chief
Financial Officer, as appropriate to allow timely decisions regarding required disclosures. Based upon that evaluation, our Chief Executive Officer and
Chief Financial Officer concluded that our disclosure controls and procedures were effective. Asaresult of this evaluation, there were no significant
changesin the Company’s disclosure controls or in other factors that could significantly affect those controls subsequent to the date of evaluation.

Management’s Report on Internal Control Over Financial Reporting

The information required by Item 308(a) and 308(b) of Regulation S-K regarding management’s annual report on internal control over financial
reporting and the audit report of the independent registered public accounting firm is contained in “Item 8. Financial Statements and Supplementary
Data” and isincorporated herein by this reference.

Changesin Internal Control Over Financial Reporting

The Company’s management, including the Company’s Chief Executive Officer and its Chief Financial Officer regularly review our internal controls
and procedures and make changes intended to ensure the quality of our financial reporting. There were no changesin our internal control over financial
reporting during the Company’s fourth quarter of its 2018 fiscal year that has materially affected, or isreasonably likely to materially affect, the
Company’sinternal control over financial reporting.

Item9B. OTHER INFORMATION
No items are reportable.
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PART I11

Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

Incorporated herein by reference from the Company’ s definitive proxy statement for the Annual Meeting of Stockholdersto be held April 18, 2019,
to befiled pursuant to Regulation 14A.

Item11. EXECUTIVE COMPENSATION

Incorporated herein by reference from the Company’ s definitive proxy statement for the Annual Meeting of Stockholdersto be held April 18, 2019,
to befiled pursuant to Regulation 14A.

Item12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERSAND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

Incorporated herein by reference from the Company’ s definitive proxy statement for the Annual Meeting of Stockholdersto be held April 18, 2019,
to be filed pursuant to Regulation 14A, except as set forth below.

We currently maintain a compensation plan, the Home BancShares, Inc. Amended and Restated 2006 Stock Option and Performance Incentive Plan,
which provides for the issuance of stock-based compensation to directors, officers and other employees. This plan has been approved by the
stockholders. The following table sets forth information regarding outstanding options and shares reserved for future issuance under the foregoing plan
as of December 31, 2018:

Number of securities

Number of remaining available for
securities to be issued W eighted-average futureissuance under
upon exer cise of exercise price of equity compensation plans
outstanding options, outstanding options, (excluding shares
warrants and rights warrants and rights reflected in column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved
by the stockholders 3,616,703 $ 19.62 1,831,443

Equity compensation plans not approved
by the stockholders — _ _

Item13. CERTAIN RELATIONSHIPSAND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Incorporated herein by reference from the Company’ s definitive proxy statement for the Annual Meeting of Stockholdersto be held April 18, 2019,
to befiled pursuant to Regulation 14A.

Item 14.  PRINCIPAL ACCOUNTING FEESAND SERVICES

Incorporated herein by reference from the Company’ s definitive proxy statement for the Annual Meeting of Stockholdersto be held April 18, 2019,
to befiled pursuant to Regulation 14A.
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PART IV

Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
Thefollowing documents are filed as part of thisreport:
(& 1and2. Financia Statementsand any Financial Statement Schedules

Thefinancia statements and financial statement schedules listed in the accompanying index to the consolidated financial statements and
financial statement schedules are filed as part of thisreport.

(b) Listing of Exhibits.

Exhibit No.

21 Agreement and Plan of Merger anong Home Bancshares, Inc., Centennia Bank, and Florida Traditions Bank dated April 25, 2014
(incorporated by reference to Exhibit 2.1 of Home BancShares' s Current Report on Form 8-K filed on April 28, 2014)

22 Agreement and Plan of Merger among Home Bancshares, Inc., Centennial Bank, Broward Financial Holdings, Inc., Broward Bank of
Commerce and HOMB Acquisition Sub |1, Inc. dated July 30, 2014 (incorporated by reference to Exhibit 2.1 of Home BancShares's
Current Report on Form 8-K filed on July 31, 2014)

2.3 Purchase and Assumption Agreement Between Banco Popular de Puerto Rico and Centennial Bank, dated as of February 18, 2015
(incorporated by reference to Exhibit 2.1 of Home BancShares's Current Report on Form 8-K/A filed on March 4, 2015)

24 Purchase and Assumption Agreement all Deposits among Federal Deposit |nsurance Corporation, Receiver of Doral Bank. San Juan
Puerto Rico, Puerto Rico Federal Deposit | nsurance Corporation and Banco Popular de Puerto Rico, dated as of February 27, 2015
(incorporated by reference to Exhibit 10.25 to Banco Popular de Puerto Rico’s Annual Report on Form 10-K for the year ended
December 31, 2014, filed by Banco Popular de Puerto Rico on March 2, 2015 (Commission File No. 001-34084))

25 Agreement and Plan of Merger anong Home Bancshares, Inc., Centennial Bank, Florida Business BancGroup, Inc. and Bay Cities
Bank (incorporated by reference to Exhibit 2.1 of Home BancShares's Current Report on Form 8-K filed on June 22, 2015)

2.6 Agreement and Plan of Merger by and among Home BancShares, Inc., Centennial Bank, Giant Holdings, Inc., and Landmark Bank,

N.A., dated November 7, 2016. (incorporated by reference to Exhibit 2.1 of Home BancShares' s Current Report on Form 8-K/A filed on
November 10, 2016)

2.7 Amendment to Agreement and Plan of Merger by and among Home BancShares, Inc., Centennial Bank, Giant Holdings, Inc., and

Landmark Bank, N.A., dated December 7, 2016. (incorporated by reference to Appendix A of Home BancShares s registration
statement on Form S-4 (File No. 333-214957), as amended)

2.8 Acquisition Agreement By and Between Home BancShares, Inc. and Bank of Commerce Holdings, Inc., dated December 1, 2016
(incorporated by reference to Exhibit 2.1 of Home BancShares' s Current Report on Form 8-K filed on December 7, 2016)

29 Agreement and Plan of Merger by and among Home BancShares, Inc., Centennial Bank and Stonegate Bank, dated March 27, 2017
(incorporated by reference to Exhibit 2.1 of Home BancShares's Current Report on Form 8-K filed on March 27, 2017)

31 Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.1 of Home BancShares's
registration statement on Form S-1 (File No. 333-132427), as amended)

3.2 Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.2 of Home
BancShares' s registration statement on Form S-1 (File No. 333-132427), as amended)

33 Second Amendment to the Restated Articles of |ncorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.3 of
Home BancShares' s registration statement on Form S-1 (File No. 333-132427), as amended)

34 Third Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.4 of
Home BancShares s registration statement on Form S-1 (File No. 333-132427), as amended)
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35

3.6

3.7

3.8

3.9

3.10

41

42

101

10.2

103

104

231
311
312
321
32.2
9.1

101.INS

101.SCH
101.CAL
101.LAB
101.PRE
101.DEF

Fourth Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.1 of Home
BancShares's Quarterly Report on Form 10-Q for the quarter ended June 30, 2007, filed on August 8, 2007)

Fifth Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 4.6 of Home
BancShares' s registration statement on Form S-3 (File No. 333-157165))

Certificate of Designations of Fixed Rate Cumulative Perpetua Preferred Stock, Series A, filed with the Secretary of State of the State of
Arkansas on January 14, 2009 (incorporated by reference to Exhibit 3.1 of Home BancShares's Current Report on Form 8-K, filed on

January 21, 2009)

Seventh Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.1 of Home
BancShares's Current Report on Form 8-K, filed on April 19, 2013)

Eighth Amendment to the Restated Articles of Incorporation of Home BancShares, Inc. (incorporated by reference to Exhibit 3.1 of Home
BancShares Current Report on Form 8-K filed on April 22, 2016)

Restated Bylaws of Home BancShares, Inc. (incorporated by reference to Exhibit 3.5 of Home BancShares s registration statement on
Form S-1 (File No. 333-132427), as amended)

Specimen Stock Certificate representing Home BancShares, Inc. Common Stock (incorporated by reference to Exhibit 4.6 of Home
BancShares's registration statement on Form S-1 (File No. 333-132427), as amended)

Instruments defining the rights of security holdersincluding indentures. Home BancShares hereby agrees to furnish to the SEC upon
request copies of instruments defining the rights of holders of long-term debt of Home BancShares and its consolidated subsidiaries. No
issuance of debt exceeds ten percent of the assets of Home BancShares and its subsidiaries on a consolidated basis.

Amended and Restated 2006 Stock Option and Performance I ncentive Plan of Home BancShares, Inc. (incorporated by reference to Exhibit
10.1 of Home BancShares's Current Report on Form 8-K filed on March 30, 2012)

Amendment to Amended and Restated 2006 Stock Option and Performance | ncentive Plan of Home BancShares, Inc. (incorporated by
reference to Exhibit 10.1 of Home BancShares' s Quarterly Report on Form 10-Q for the period ended June 30, 2015, filed on August 6, 2015)

Amendment to Amended and Restated 2006 Stock Option and Performance | ncentive Plan of Home BancShares, Inc. (incorporated by
reference to Exhibit 10.1 of Home BancShares's Current Report on Form 8-K filed on April 22, 2016)

Amendment to Amended and Restated 2006 Stock Option and Performance I ncentive Plan of Home BancShares, Inc. (incorporated by
reference to Exhibit 10.1 of Home BancShares' s Current Report on Form 8-K filed on April 20, 2018)

Consent of Independent Registered Public Accounting Firm*

CEOQ Certification Pursuant Rule 13a-14(a)/15d-14(a)*

CFO Certification Pursuant Rule 13a-14(a)/15d-14(a)*

CEOQ Certification Pursuant 18 U.S.C. Section 1350, as adopted pursuant to section 906 of the Sarbanes— Oxley Act of 2002*
CFO Certification Pursuant 18 U.S.C. Section 1350, as adopted pursuant to section 906 of the Sarbanes— Oxley Act of 2002*

Asset Purchase Agreement by and among Home BancShares, Inc., Centennial Bank, and Union Bank & Trust, dated June 29, 2018.
(incorporated by reference to Exhibit 99.3 of Home BancShares's Current Report on Form 8-K/A filed on July 6, 2018)

XBRL Instance Document*

XBRL Taxonomy Extension Schema Document*

XBRL Taxonomy Extension Calculation Linkbase Document*
XBRL Taxonomy Extension Label Linkbase Document*

XBRL Taxonomy Extension Presentation Linkbase Document*

XBRL Taxonomy Extension Definition Linkbase Document*

* Filed herewith
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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
onits behalf by the undersigned, thereunto duly authorized.

HOME BANCSHARES, INC.

By: /¢ C.Randall Sims
C. Randall Sims
Chief Executive Officer

Date: February 26, 2019

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of the
Registrant and in the capacitiesindicated as of February 26, 2019.

/s/ John W. Allison

/9 C. Randall Sims

/s Brian S. Davis

John W. Allison
Chairman of the Board of
Directors

/s/ Milburn Adams

C. Randall Sims

Chief Executive Officer,
President and Director
(Principal Executive Officer)

/s/ Robert H. Adcock, Jr.

Brian S. Davis

Chief Financial Officer,
Treasurer and Director
(Principal Financia Officer)

/s Richard H. Ashley

Milburn Adams Robert H. Adcock, Jr. Richard H. Ashley
Director Vice Chairman of the Board of Director

Directors
/s Mike Beebe /s/ Jack E. Engelkes /sl Tracy M. French
Mike Beebe Jack E. Engelkes Tracy M. French
Director Director Director
/sl Karen Garrett /sl James G. Hinkle /s Alex R. Lieblong
Karen Garrett James G. Hinkle Alex R. Lieblong
Director Director Director

/sl Thomas J. Longe

/9 Jim Rankin, Jr.

/s/ DonnaJ. Townsell

Thomas J. Longe
Director

/s/ Jennifer C. Floyd

Jim Rankin, Jr.
Director

Jennifer C. Floyd
Chief Accounting Officer

(Principa Accounting Officer)
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DonnaJ. Townsell

Senior Executive Vice President,
Director of Investor Relations
and Director

Exhibit 23.1

Consent of | ndependent Registered Public Accounting Firm

Audit Committee, Board of Directors and Stockholders

Home BancShares, Inc.
Conway, Arkansas

We consent to the incorporation by reference in the registration statement of Home BancShares, Inc. on Forms S-8 (Nos. 333-136645, 333-148763,
333-151843, 333-188591, 333-211116 and 333-229805) and Form S-3 (No. 333-228611) of our reports dated February 26, 2019, on our audits of the

consolidated financial statements of Home BancShares, Inc. as of December 31, 2018 and 2017, and for the years ended December 31, 2018, 2017 and 2016,
which isincluded in the Annual Report on Form 10-K. We also consent to the incorporation by reference of our report dated February 26, 2019, on our
audit of theinternal control over financial reporting of Home BancShares, Inc. as of December 31, 2018, which isincluded in the Annual Report on Form



10-K.

/sl BKD, LLP

Little Rock, Arkansas
February 26, 2019

(Back To Top)
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Exhibit 31.1

I, C. Randall Sims, certify that:

1
2.

| have reviewed this annual report on Form 10-K of Home BancShares, Inc. for the period ended December 31, 2018;

Based on my knowledge, this annual report does not contain any untrue statement of amaterial fact or omit to state amaterial 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 thisannual report;

Based on my knowledge, the financial statements, and other financial information included in this annual 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 annual
report;

Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(€) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) 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 otherswithin those entities, particularly during the period in which this annual report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposesin accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

d) disclosed in this annual report any changein the registrant’sinternal 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 isreasonably likely to materially affect, the registrant’ sinternal control over financial reporting; and

Theregistrant’s other certifying officer(s) and | 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 asignificant role in the registrant’s
internal control over financial reporting.

Date: February 26, 2019 /9 C. Randall Sims

C. Randall Sims
Chief Executive Officer

(Back To Top)
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Exhibit 31.2

I, Brian S. Davis, certify that:

1
2.

| have reviewed this annual report on Form 10-K of Home BancShares, Inc. for the period ended December 31, 2018;

Based on my knowledge, this annual report does not contain any untrue statement of amaterial fact or omit to state amaterial 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 annual report;

Based on my knowledge, the financial statements, and other financial information included in this annual 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 annual



report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(€) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) 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 otherswithin those entities, particularly during the period in which this annual report is being prepared,;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposesin accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this annual report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this annual
report based on such evaluation; and

d) disclosed in this annual report any changein the registrant’sinternal 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 isreasonably likely to materially affect, the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | 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 asignificant rolein the registrant’s
internal control over financial reporting.

Date: February 26, 2019 /s/ Brian S. Davis
Brian S. Davis
Chief Financial Officer
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Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual Report of Home BancShares, Inc. (the Company) on Form 10-K for the period ended December 31, 2018, as
filed with the Securities and Exchange Commission on the date hereof (the Report), |, C. Randall Sims, Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, 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) Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the

Company.
Date: February 26, 2019 /9 C. Randall Sims
C. Randall Sims
Chief Executive Officer
(Back To Top)
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Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
ASADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the accompanying Annual Report of Home BancShares, Inc. (the Company) on Form 10-K for the period ended December 31, 2018, as
filed with the Securities and Exchange Commission on the date hereof (the Report), I, Brian S. Davis, Chief Financial Officer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, to my knowledge, 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) Theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: February 26, 2019 /s/ Brian S. Davis

Brian S. Davis
Chief Financial Officer
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