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Nonaccrual Loans 

For new and Non-ASC 310-30 loans, the Company classifies loans as past due when the payment of principal or interest is greater
than 30 days delinquent based on the contractual next payment due date. The Company’s policies related to when loans are placed on 
nonaccrual status conform to guidelines prescribed by regulatory authorities. Loans are placed on nonaccrual status when it is 
probable that principal or interest is not fully collectible, or generally when principal or interest becomes 90 days past due, whichever 
occurs first. Loans secured by one to four family residential properties may remain in accruing status until they are 180 days past due 
if management determines that it does not have concern over the collectability of principal and interest because the loan is adequately 
collateralized and in the process of collection. When loans are placed on nonaccrual status, interest receivable is reversed against
interest income in the current period and amortization of any discount ceases. Interest payments received thereafter are applied as a 
reduction to the remaining principal balance unless management believes that the ultimate collection of the principal is likely, in 
which case payments are recognized in earnings on a cash basis. Loans are removed from nonaccrual status when they become current
as to both principal and interest and the collectability of principal and interest is no longer doubtful. 

Generally, a nonaccrual loan that is restructured remains on nonaccrual for a period of six months to demonstrate 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 meet the new terms and may result in the loan being returned to accrual status 
after a shorter performance period. If the borrower’s ability to meet the revised payment schedule is not reasonably assured, the loan 
remains classified as a nonaccrual loan. Contractually delinquent ASC 310-30 loans are not classified as nonaccrual as long as the 
discount continues to be accreted on the corresponding ASC 310-30 pool. 

Troubled Debt Restructurings 

In certain situations due to economic or legal reasons related to a borrower’s financial difficulties, the Company may grant a 
concession to the borrower for other than an insignificant period of time that it would not otherwise consider. At that time, except for 
ASC 310-30 loans, which are accounted for as pools, the related loan is classified as a troubled debt restructuring (“TDR”) and
considered impaired. Modified ASC 310-30 loans accounted for in pools are not accounted for as TDRs, are not separated from the
pools and are not classified as impaired loans. The concessions granted may include rate reductions, principal forgiveness, payment 
forbearance, extensions of maturity at rates of interest below those commensurate with the risk profile of the borrower, and other 
actions intended to minimize economic loss. A troubled debt restructured loan is generally placed on nonaccrual status at the time of 
the modification unless the borrower has no history of missed payments for six months prior to the restructuring. If the borrower
performs pursuant to the modified loan terms for at least six months and the remaining loan balance is considered collectible, the loan 
is returned to accrual status. 

Impaired Loans 

An ASC 310-30 pool is considered to be impaired when it is probable that the Company will be unable to collect all the cash flows 
expected at acquisition, plus additional cash flows expected to be collected arising from changes in estimates after acquisition. All 
ASC 310-30 pools are evaluated individually for impairment based their expected total cash flows. The discount continues to be 
accreted on ASC 310-30 pools as long as there are expected future cash flows in excess of the current carrying amount of the pool. 

Non-ASC 310-30 and new loans are considered impaired when, based on current information and events, it is probable that the 
Company will be unable to collect the scheduled payments of principal or interest when due, according to the contractual terms of the 
loan agreements. 

All Non-ASC 310-30 and new loans of $250,000 or greater with an internal risk rating of substandard or below and on nonaccrual, as 
well as loans classified as TDRs are reviewed individually for impairment on a quarterly basis. 

Allowance for Loan Losses 

The Company’s ALL is established for both performing and nonperforming loans. The Company’s ALL is the amount considered 
adequate to absorb probable losses within the portfolio based on management’s evaluation of the size and current risk characteristics
of the loan portfolio. Such evaluation considers numerous factors including, but not limited to, internal risk ratings, loss forecasts,
collateral values, geographic location, borrower FICO scores, delinquency rates, nonperforming and restructured loans, origination 
channels, product mix, underwriting practices, industry conditions, economic trends and net charge-off trends. The ALL relates to new 
loans, estimated additional losses arising on Non-ASC 310-30 loans subsequent to the Acquisitions and additional impairment 
recognized as a result of decreases in expected cash flows on ASC 310-30 pools due to further credit deterioration or other factors 
since the Acquisitions. The ALL consists of both specific and general components. 


