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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Balance Sheets

(Dollars in thousands, except per share data)

Assets

Cash

Interest-bearing deposits

Cash and cash equivalents

Commercial paper

Certificates of deposit in other banks

Debt securities available for sale, at fair value

Other investments, at cost

Loans held for sale

Total loans, net of deferred loan fees

Allowance for loan losses

Net loans

Premises and equipment, net

Accrued interest receivable

Real estate owned ("REQO")

Deferred income taxes

Bank owned life insurance ("BOLI")

Goodwill

Core deposit intangibles

Other assets

Total Assets

Liabilities and Stockholders' Equity

Liabilities

Deposits

Borrowings

Capital lease obligations

Other liabilities

Total liabilities

Stockholders' Equity

Preferred stock, $0.01 par value, 10,000,000 shares authorized, none issued or
outstanding

Common stock, $0.01 par value, 60,000,000 shares authorized, 18,520,825 shares
issued and outstanding at December 31, 2018; 19,041,668 at June 30, 2018

Additional paid in capital

Retained earnings

Unearned Employee Stock Ownership Plan ("ESOP") shares

Accumulated other comprehensive loss

Total stockholders' equity

Total Liabilities and Stockholders' Equity

(1) Derived from audited financial statements.

(Unaudited)
December 31, June 30,
2018 2018 O

$44,425 $45,222

26,881 25,524
71,306 70,746
239,286 229,070
51,936 66,937
149,752 154,993
44,858 41,931
13,095 5,873

2,632,231 2,525,852
(21,419 ) (21,060 )
2,610,812 2,504,792

66,610 62,537
10,372 9,344
2,955 3,684
28,533 32,565
89,156 88,028
25,638 25,638
3,436 4,528
5,354 3,503

$3,413,099 $3,304,169

$2,258,069 $2,196,253
688,000 635,000
1,897 1,914
54,163 61,760
3,002,129 2,894,927

185 191

203,660 217,480
215,289 200,575
(7,142 ) (7,406 )
(1,022 ) (1,598 )
410,970 409,242
$3,413,099 $3,304,169

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

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

Interest and Dividend Income
Loans
Securities available for sale

Commercial paper and interest-bearing deposits in other banks

Other investments

Total interest and dividend income
Interest Expense

Deposits

Borrowings

Total interest expense

Net Interest Income

Provision for Loan Losses

Net Interest Income after Provision for Loan Losses

Noninterest Income

Service charges and fees on deposit accounts

Loan income and fees

Gain on sale of loans held for sale

BOLI income

Gain from sale of premises and equipment
Other, net

Total noninterest income

Noninterest Expense

Salaries and employee benefits

Net occupancy expense

Marketing and advertising

Telephone, postage, and supplies

Deposit insurance premiums

Computer services

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

Core deposit intangible amortization
Other

Total noninterest expense

Income Before Income Taxes

Income Tax Expense

Net Income (Loss)

Per Share Data:

Net income (loss) per common share:
Basic

Diluted

Cash dividends declared per common share

(Unaudited)
Three Months

Ended

December 31,

2018

2017

$30,544 $26,140

876
1,966
1,014
34,400

3,607
3,692
7,299
27,101

27,101

2,577
295
944
520
749
5,085

12,857
2,551
402
743
335
1,895
75

173
526
2,301
21,858
10,328
2,287
$8,041

$0.45
$0.43
$0.06

904
1,303
631
28,978

1,541
2,077
3,618
25,360

25,360

1,987
197
1,164
518
593
4,459

11,973
2,473
319
748
419
1,595
104
205
681
2,460
20,977
8,842
19,508

$(10,666 ) $15,831

$(0.59
$(0.59
$—

Six Months Ended

December 31,

2018

2017

$59,272 $51,390

1,732
3,823
1,853
66,680

6,357
6,950
13,307
53,373

53,373

4,978
623
2,614
1,056
1,427
10,698

25,542
4,898
819
1,512
639
3,744
254
348
1,092
4,893
43,741
20,330
4,499

) $0.88
) $0.84

$0.06

1,875
2,472
1,257
56,994

2,887
4,046
6,933
50,061

50,061

3,831
580

1,883
1,080
164

1,183
8,721

24,325
4,822

772

1,433

833

3,140

(42 )
446

1,400
4,734
41,863
16,919
22,018
$(5,099 )

$0.28 )
$0.28 )
$—
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Average shares outstanding:

Basic 17,797,55B7,975,883 17,961,46157,971,439
Diluted 18,497,334/,975,883 18,689,5847,971,439
The accompanying notes are an integral part of these consolidated financial statements.
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Statements of Comprehensive Income (Loss)

(Dollars in thousands)

Net Income (Loss)
Other Comprehensive Income (Loss)

Unrealized holding gains (losses) on securities available for sale

Gains (losses) arising during the period
Deferred income tax benefit (expense)
Total other comprehensive income (loss)
Comprehensive Income (Loss)

(Unaudited)

Three Months .

Ended Six Months Ended
December 31, December 31,

2018 2017 2018 2017
$8,041 $(10,666) $15,831 $(5,099)

1,126 (1,009 ) 748 859 )
(259 ) 303 172 ) 258

$867  $(706 ) $576 $(601 )
$8,908 $(11,372) $16,407 $(5,700)

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

(Dollars in thousands)

Balance at June 30, 2017

Net loss

Cumulative-effect adjustment on
the change in accounting for
share-based payments
Forfeited restricted stock
Granted restricted stock
Exercised stock options

Stock option expense
Restricted stock expense
ESOP shares allocated

Other comprehensive loss
Balance at December 31, 2017

Balance at June 30, 2018

Net income

Cash dividends declared on
common stock

Stock repurchased

Forfeited restricted stock
Retired stock

Exercised stock options
Stock option expense
Restricted stock expense
ESOP shares allocated

Other comprehensive income
Balance at December 31, 2018

Common Stock
Shares

18,967,875 $ 190

)_

18,967,175

19,041,668

(559,755 ) (6

(2,700 ) —
(588 ) —
42,200 —

18,520,825 $185

Amoun

Additional

¢ Paid In
Capital

$213,459

57
1,209
805
398

$215,928

$217,480

) (15,640
17
608
359
397
473

$203,660

)
)

Retained
Earnings

$191,660
(5,099 )

680

$187,241

$200,575
15,831

(1,117 )

$215,289

Unearned Accumulated Total

ESOP Other Stockholders'

Comprehensive, .
Shares Income (10ss) Equlty
$397,647

$(7,935) $ 273
(5,099 )

680

57

1,209

805

663

(601 )
$395,361

(601 )

$(7,670) $ (328 )

$(7,406) $ (1,598 ) $409,242

15,831
(L117 )
(15,646 )

(17 )
608
359
397
737
576
) $410,970

264
576

$(7,142) $ (1,022

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

Consolidated Statements of Cash Flows
(Dollars in thousands)

Operating Activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:

Depreciation

Deferred income tax expense

Net amortization and accretion

Gain from sale of premises and equipment

Loss (gain) on sale and impairment of REO

Gain on sale of loans held for sale

Origination of loans held for sale

Proceeds from sales of loans held for sale
Increase (decrease) in deferred loan fees, net
Increase in accrued interest receivable and other assets
Amortization of core deposit intangibles

BOLI income

ESOP compensation expense

Restricted stock and stock option expense
Decrease in other liabilities

Net cash provided by operating activities
Investing Activities:

Purchase of securities available for sale

Proceeds from maturities of securities available for sale
Net purchases of commercial paper

Purchase of certificates of deposit in other banks
Maturities of certificates of deposit in other banks
Principal repayments of mortgage-backed securities
Net redemptions (purchases) of other investments
Net increase in loans

Purchase of BOLI

Proceeds from redemption of BOLI

Purchase of premises and equipment

Purchase of operating lease equipment

Capital improvements to REO

Proceeds from sale of premises and equipment
Proceeds from sale of REO

Net cash used in investing activities

Financing Activities:

Net increase in deposits

Net increase (decrease) in other borrowings
Common stock repurchased

Cash dividend declared

Retired stock

(Unaudited)

Six Months Ended
December 31,
2018 2017

$15,831 $(5,099)

2,144 1,950
3,860 21,780
(3,611 ) (2,567

)
— (164 )
254 (42 )
(2,614 ) (1,883 )
(79,420 ) (68,114 )
78,998 66,999

265 ) 297
(2,816 ) (2,818 )
1,092 1,400
(1,056 ) (1,080 )
737 663

756 2,014
(7,597 ) (1,904 )
6,293 11,432
(15,750 ) —

11,565 19,680
(7,204 ) (48,440)
(6,709 ) (12,619)
21,710 44,544
9,668 10,941
(2,927 ) 478
(108,995) (64,275)
a9 H© )

7 146
(692 ) (1,496 )
5,525 ) —

— (18 )
— 923

571 2,151

(104,360) (48,054 )

61,816 59,757
53,000 (11,500 )
(15,646 ) —
1,117 ) —

ar ) —

11
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Exercised stock options

Decrease in capital lease obligations

Net cash provided by financing activities

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period

6

608

17
98,627
560
70,746
$71,306

57

) (12
48,302
11,680
86,985
$98,665

)

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

(Unaudited)

Six Months
Supplemental Disclosures: Ended December

31,

2018 2017
Cash paid during the period for:
Interest $12,534 $6,788
Income taxes 277 266
Noncash transactions:
Unrealized gain (loss) in value of securities available for sale, net of income taxes 576 601 )
Transfers of loans to REO 96 591
Transfers of loans held for sale from loans held for investment 5,794 —
Cumulative-effect adjustment on the change in accounting for share-based payments 680
Transfers of loans to held for sale to loans held for investment 1,608 1,533

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

Notes to Consolidated Financial Statements

(Dollars in thousands, except per share data)

1.Summary of Significant Accounting Policies

The consolidated financial statements presented in this report include the accounts of HomeTrust Bancshares, Inc., a
Maryland corporation ("HomeTrust"), and its wholly-owned subsidiary, HomeTrust Bank (the "Bank"). As used
throughout this report, the term the "Company" refers to HomeTrust and the Bank, its consolidated subsidiary, unless
the context otherwise requires.

The accompanying unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States ("GAAP") for interim financial information and in accordance with
the instructions to Form 10-Q and Article 10 of Regulation S-X as promulgated by the Securities and Exchange
Commission ("SEC"). Accordingly, they do not include all the information and footnotes required by GAAP for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring
accruals) considered necessary for a fair presentation of the financial position and results of operations for the periods
presented have been included. It is recommended that these unaudited interim consolidated financial statements be
read in conjunction with the audited consolidated financial statements and notes thereto included in the Company's
Annual Report on Form 10-K for the year ended June 30, 2018 ("2018 Form 10-K") filed with the SEC on September
13, 2018. The results of operations for the three and six months ended December 31, 2018 are not necessarily
indicative of results that may be expected for the entire fiscal year ending June 30, 2019.

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

statements. These policies relate to (i) the determination of the provision and the allowance for loan losses, (ii)
business combinations and acquired loans, (iii) the valuation of REO, (iv) the valuation of goodwill and other
intangible assets, and (v) the valuation of or recognition of deferred tax assets and liabilities. These policies and
judgments, estimates and assumptions are described in greater detail in subsequent notes to the Consolidated Financial
Statements and Management's Discussion and Analysis of Financial Condition and Results of Operations (Critical
Accounting Policies) in our 2018 Form 10-K. Management believes that the judgments, estimates and assumptions
used in the preparation of the financial statements are appropriate based on the factual circumstances at the

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

Certain amounts reported in prior periods' consolidated financial statements have been reclassified to conform to the
current presentation. Such reclassifications had no effect on previously reported cash flows, stockholders' equity or net
income.

2.Recent Accounting Pronouncements

In August 2015, the Financial Accounting Standards Board ("FASB") issued ASU No. 2015-14, “Revenue from
Contracts with Customers (Topic 606)”, which defers the effective date of Accounting Standard Update ("ASU") No.
2014-09 one year. ASU No. 2014-09 created Topic 606 and supersedes Topic 605, Revenue Recognition. The core
principle of Topic 606 is that an entity recognizes revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. In general, the new guidance requires companies to use more judgment and make more estimates
than under current guidance, including identifying performance obligations in the contract, estimating the amount of
variable consideration to include in the transaction price and allocating the transaction price to each separate
performance obligation. In May 2016, the FASB issued ASU No. 2016-12, "Revenue from Contracts with Customers
(Topic 606): Narrow-Scope Improvements and Practical Expedients," which provides clarifying guidance in certain
narrow areas and adds some practical expedients, but does not change the core revenue recognition principle in Topic

14
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606. For financial reporting purposes, the standard allows for either full retrospective adoption, meaning the standard
is applied to all of the periods presented, or modified retrospective adoption, meaning the standard is applied only to
the most current period presented in the financial statements with the cumulative effect of initially applying the
standard recognized at the date of initial application. A significant amount of the Company’s revenues are derived from
net interest income on financial assets and liabilities, which are excluded from the scope of the amended guidance.
The Company adopted this ASU on July 1, 2018. The adoption did not have a material effect on the Company's
Consolidated Financial Statements. However, additional disclosures required by this ASU have been included in “Note
12 - Revenue” to the Company’s consolidated financial statements.

In January 2016, the FASB issued ASU 2016-01, "Financial Instruments (Subtopic 825-10) Recognition and
Measurement of Financial Assets and Financial Liabilities." The ASU amends the guidance in GAAP on the
classification and measurement of financial instruments. The ASU includes the following changes: i) equity
investments (except those accounted for under the equity method of accounting, or those that result in consolidation of
the investee) to be measured at fair value with changes in fair value recognized in net income; (ii) requires the use of
exit price notion when measuring the fair value of financial instruments for disclosure purposes; (iii) require separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset (i.e.
securities or loans and receivables) on the balance sheet or the accompanying notes to the financial statements; (iv)
allows an equity investment that does not have readily determinable fair values, to be measured at cost minus
impairment (if any), plus or minus changes resulting from observable price changes in orderly transactions for the
identical or a similar investment of the same issuer; (v) eliminates the requirement to disclose the method(s) and
significant assumptions used to estimate the fair value that is required to be disclosed for financial instruments
measured at amortized cost on the balance sheet, and requires a reporting

8
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HOMETRUST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
(Dollars in thousands, except per share data)

organization to present separately in other comprehensive income the portion of the total change in the fair value of a
liability resulting from a change in the instrument-specific credit risk (also referred to as “own credit”’) when the
organization has elected to measure the liability at fair value in accordance with the fair value option for financial
instruments; (vi) requires separate presentation of financial assets and financial liabilities by measurement category
and form of financial asset (i.e. securities or loans and receivables) on the balance sheet or in the accompanying notes
to the financial statements; and (vii) clarifies that a valuation allowance on a deferred tax asset related to
available-for-sale securities should be evaluated in combination with the organization’s other deferred tax assets. Exit
price is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date. The Company adopted this ASU on July 1, 2018. The adoption did not
have a material effect on the Company's Consolidated Financial Statements. The disclosures to the Company’s
consolidated financial statements have been updated appropriately using the exit price notion in “Note 11 - Fair Value
of Financial Instruments.”

In February 2016, the FASB issued ASU 2016-02, "Leases (Accounting Standards Codification ("ASC") 842)." The
guidance in this ASU requires most leases to be recognized on the balance sheet as a right-of-use asset and a lease
liability. It will be critical to identify leases embedded in a contract to avoid misstating the lessee’s balance sheet. For
income statement purposes, the FASB retained a dual model, requiring leases to be classified as either operating or
finance. Classification will be based on criteria that are largely similar to those applied in current lease accounting, but
without explicit bright lines. The amendments in this ASU are effective for annual periods, and interim periods within
those annual periods, beginning after December 15, 2018. In July 2018, the FASB issued ASU 2018-10, "Codification
Improvements to Topic 842, Leases" and ASU 2018-11 "Leases (Topic 842): Targeted Improvements." ASU 2018-10
made 16 narrow-scope amendments to ASC 842. The amendments in this ASU 2018-11 are intended to provide
entities with relief from the costs of implementing certain aspects of the the new lease accounting standard.
Specifically, an entity can elect not to recast the comparative periods presented when transitioning to ASC 842 and
provides a lessor with the option to not separate lease and nonlease components when certain conditions are met. This
ASU also provides a new transition method in addition to the existing transition method contained in ASU No.
2016-02 to allow entities to initially apply the new leases standard at the adoption date and recognize a
cumulative-effect adjustment to the opening balance of retained earnings in the period of adoption. These amendments
have the same effective date as ASU 2016-02. We are currently evaluating the impact of this guidance on our
Consolidated Financial Statements and the timing of adoption. The Company will compile an inventory of all leased
assets to determine the impact of ASU 2016-02 on its financial condition and results of operations. The effect of the
adoption of these ASUs will depend on leases at time of adoption. Once adopted, we expect to report higher assets and
liabilities on our Consolidated Balance Sheets as a result of including right-of-use assets and lease liabilities related to
certain banking offices and certain equipment under noncancelable operating lease agreements, which currently are
not reflected in our Consolidated Balance Sheets. We do not expect the guidance to have a material impact on the
Consolidated Statements of Income or the Consolidated Statements of Changes in Stockholders' Equity.

In June 2016, the FASB issued ASU No. 2016-13, "Financial Instruments-Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments." The ASU significantly changes the impairment model for most financial
assets that are measured at amortized cost and certain other instruments from an incurred loss model to an expected
loss model. This ASU is effective for interim and annual reporting periods beginning after December 15, 2019. Early
adoption is permitted for all entities beginning after December 15, 2018, including interim periods within those fiscal
years. The Company is evaluating our current expected loss methodology of our loan and investment portfolios to
identify the necessary modifications in accordance with this standard and expects a change in the processes and
procedures to calculate the allowance for loan losses, including changes in assumptions and estimates to consider
expected credit losses over the life of the loan versus the current accounting practice that utilizes the incurred loss
model. A valuation adjustment to our allowance for loan losses or investment portfolio that is identified in this process
will be reflected as a one-time adjustment in equity rather than earnings. The Company is in the process of compiling
historical data that will be used to calculate expected credit losses on its loan portfolio to ensure it is fully compliant
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with the ASU at the adoption date and is evaluating the potential impact adoption of this ASU will have on its
consolidated financial statements. Once adopted, the Company expects its allowance for loan losses to increase,
however, until its evaluation is complete the magnitude of the increase will be unknown.

In August 2016, the FASB issued ASU No. 2016-15, "Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments." The ASU amends the guidance on the classification of certain cash receipts and
payments in the statement of cash flows and is intended to reduce the diversity in practice. The Company adopted this
ASU on July 1, 2018. The adoption did not have a material effect on the Company's Consolidated Financial
Statements.

In March 2017, FASB issued ASU 2017-08, "Receivables-Nonrefundable Fees and Other Costs (Subtopic 310-20):
Premium Amortization on Purchased Callable Debt Securities." The ASU requires entities to amortize the premium on
certain purchased callable debt securities to the earliest call date, which more closely aligns the amortization period of
premiums and discounts to expectations incorporated in the market prices. Entities will no longer recognize a loss in
earnings upon the debtor's exercise of a call on a purchased debt security held at a premium. The ASU does not
require any accounting change for debt securities held at a discount, therefore the discount will continue to be
amortized as an adjustment of yield over the contractual life of the investment. This ASU is effective for interim and
annual reporting periods, beginning after December 15, 2018. Early adoption is permitted for all entities. The adoption
of ASU No. 2017-08 is not expected to have a material impact on the Company's Consolidated Financial Statements.
In May 2017, the FASB issued ASU 2017-09, "Compensation-Stock Compensation (Topic 718): Scope of
Modification Accounting." This ASU provides clarity on the guidance related to stock compensation when there have
been changes to the terms or conditions of a share-based payment award to which an entity would be required to apply
modification accounting under ASC 718. The ASU provides the three following criteria must be met in order to not
account for the effect of the modification of terms or conditions: the fair value, the vesting conditions and the
classification as an equity or liability instrument of the modified award is the same as the original award immediately
before the original award is modified. The Company adopted this ASU on July 1, 2018. The adoption did not have a
material effect on the Company's Consolidated Financial Statements.

9

17



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

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

In August 2017, FASB issued ASU 2017-12, "Derivatives and Hedging (Topic 815): Targeted Improvements to
Accounting for Hedging Activities." This ASU improves the transparency and understandability of disclosures in the
financial statements regarding the entities risk management activities and reduces the complexity of hedge accounting.
The amendments in this ASU permit hedge accounting for hedging relationships involving nonfinancial risk and
interest rate risk by removing certain limitations in cash flow and fair value hedging relationships. In addition, the
ASU requires an entity to present the earnings effect of the hedging instrument in the same income statement line item
in which the earnings effect of the hedged item is reported. The amendments in this ASU are effective for annual
periods, and interim periods within those annual periods, beginning after December 15, 2018 and early adoption is
permitted. The adoption of ASU No. 2017-12 is not expected to have a material impact on the Company's
Consolidated Financial Statements.

In February 2018, FASB issued ASU 2018-02, "Income Statement-Reporting Comprehensive Income (Topic 220):
Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income." The ASU allows a
reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects resulting
from the revaluation of the Company’s net deferred tax assets (“DTA”) to the new corporate federal income tax rate of
21% as a result of the Tax Cuts and Jobs Act (‘Tax Act”). The Company elected to early adopt this ASU during the year
ended June 30, 2018. The affected amount for the Company was immaterial and did not have an effect on the
Company's Consolidated Financial Statements.

In March 2018, FASB issued ASU No. 2018-05, "Income Taxes (Topic 740)." This ASU was issued to provide
guidance on the income tax accounting implications of the Tax Act and allows for entities to report provisional
amounts for specific income tax effects of the Act for which the accounting under Topic 740 was not yet complete,
but a reasonable estimate could be determined. A measurement period of one-year is allowed to complete the
accounting effects under Topic 740 and revise any previous estimates reported. Any provisional amounts or
subsequent adjustments included in an entity’s financial statements during the measurement period should be included
in income from continuing operations as an adjustment to tax expense in the reporting period the amounts are
determined. The Company adopted this ASU with the provisional adjustments as reported in the Consolidated
Financial Statements on Form 10-Q as of December 31, 2017. As of June 30, 2018, the Company did not incur any
adjustments to the provisional recognition.

In August 2018, the FASB issued ASU 2018-13, "Fair Value Measurement (Topic 820): Disclosure
Framework-Changes to the Disclosure Requirements for Fair Value Measurement." The amendments in this ASU
removes, modifies, and adds certain disclosure requirements related to fair value measurements in ASC 820. The
amendments in this ASU are effective for annual periods, and interim periods within those annual periods, beginning
after December 15, 2019 and early adoption is permitted. The adoption of ASU No. 2018-13 is not expected to have a
material impact on the Company's Consolidated Financial Statements.

In November 2018, the FASB issued ASU 2018-19, "Codification Improvements to Topic 326, Financial
Instruments—Credit Losses." This update clarifies that receivables arising from operating leases are not within the scope
of Subtopic 326-20. Instead, impairment of receivables arising from operating leases should be accounted for in
accordance with Topic 842, Leases. The effective date and transition requirements for this ASU are the same as ASU
2016-13. The adoption of ASU No. 2018-19 is not expected to have a material impact on the Company's Consolidated
Financial Statements.

In December 2018, the FASB issued ASU 2018-20, "Leases (Topic 842): Narrow-Scope Improvements for Lessors."
The amendments in 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. Instead, those lessors will account for those costs as if
they are lessee costs. A lessor making this election will exclude from the consideration in the contract and from
variable payments 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. For certain lessor costs, the lessor must exclude from
variable payments, and therefore revenue, lessor costs paid by lessees directly to third parties from variable payments.
In addition, the lessor must account for costs excluded from the consideration of a contract that are paid by the lessor
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and reimbursed by the lessee as variable payments. A lessor will record those reimbursed costs as revenue. The
amendments in this ASU related to recognizing variable payments for contracts with lease and nonlease components
require lessors to allocate (rather than recognize as currently required) certain variable payments to the lease and
nonlease 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 as income
in profit or loss in accordance with Topic 842, while the amount of variable payments allocated to nonlease
components will be recognized in accordance with other Topics, such as Topic 606. The effective date and transition
requirements for this ASU are the same as ASU 2016-02. The adoption of ASU No. 2018-20 is not expected to have a
material impact on the Company's Consolidated Financial Statements.

10
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3.Debt Securities
Securities available for sale consist of the following at the dates indicated:
December 31, 2018

Amortize dGross . Gross . EsFimated
Cost Unrealized Unrealized Fair
Gains Losses Value
U.S. Government Agencies $38,064 $ 7 $(208 ) $37,863
Residential Mortgage-backed Securities of U.S. Government
Agencies and Government-Sponsored Enterprises 77,888 106 (1,068 ) 76,926
Municipal Bonds 29,014 196 (130 ) 29,080
Corporate Bonds 6,114 8 (239 ) 5,883
Total $151,080 $ 317 $(1,645 ) $149,752
June 30, 2018
Amortize dGross . Gross . EsFimated
Cost Unrealized Unrealized Fair
Gains Losses Value
U.S. Government Agencies $48,025 $ 1 $(484 ) $47,542
Residential Mortgage-backed Securities of U.S. Government
Agencies and Government-Sponsored Enterprises 71,949 88 (1,438 ) 70,599
Municipal Bonds 30,865 127 (226 ) 30,766
Corporate Bonds 6,166 25 (168 ) 6,023
Equity Securities 63 — — 63
Total $157,068 $ 241 $(2,316 ) $154,993

Debt securities available for sale by contractual maturity at the dates indicated are shown below. Mortgage-backed
securities are not included in the maturity categories because the borrowers in the underlying pools may prepay
without penalty; therefore, it is unlikely that the securities will pay at their stated maturity schedule.
Available-For-Sale
December 31, 2018

. Estimated
Amortized .1

Fair
Cost Value

Due within one year $18,233 $18,191
Due after one year through five years 41,534 41,102
Due after five years through ten years 5,352 5,480

Due after ten years 8,073 8,053
Mortgage-backed securities 77,888 76,926
Total $151,080 $149,752

The Company had no sales of securities available for sale during the three and six months ended December 31, 2018
and 2017. There were no gross realized gains or losses for the three and six months ended December 31, 2018 and
2017.

Securities available for sale with costs totaling $126,758 and $136,914 and market values of $125,765 and $135,313
at December 31, 2018 and June 30, 2018, respectively, were pledged as collateral to secure various public deposits
and other borrowings.

11
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The gross unrealized losses and the fair value for securities available for sale aggregated by the length of time that
individual securities have been in a continuous unrealized loss position as of December 31, 2018 and June 30, 2018
were as follows:

December 31, 2018

Less than 12 12 Months or More Total

Months

Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses
U.S. Government Agencies $7,127 $(29 ) $29,804 $(179 ) $36,931 $(208 )

Residential Mortgage-backed Securities of U.S.
Government Agencies and Government-Sponsored 26,536 (192 ) 38,370 (876 ) 64,906 (1,068 )

Enterprises
Municipal Bonds 5,555 (20 ) 10,719 (110 ) 16,274 (130 )
Corporate Bonds 1,364 (64 ) 3,514 (175 ) 4,878 (239 )
Total $40,582 $ (305 ) $82,407 $(1,340 ) $122,989 $ (1,645 )
June 30, 2018
Less than 12 12 Months or More Total
Months
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
U.S. Government Agencies $10,962 $ (93 ) $35,605 $(391 ) $46,567 $(484 )

Residential Mortgage-backed Securities of U.S.
Government Agencies and Government-Sponsored 39,238 (827 ) 21,297 (611 ) 60,535 (1,438 )

Enterprises

Municipal Bonds 19,795 (208 ) 1,446 (18 ) 21,241 (226 )
Corporate Bonds — — 3,566 (168 ) 3,566 (168 )
Total $69,995 $ (1,128 ) $61,914 $(1,188 ) $131,909 $(2,316 )

The total number of securities with unrealized losses at December 31, 2018, and June 30, 2018 were 201 and 218,
respectively. Unrealized losses on securities have not been recognized in income because management has the intent
and ability to hold the securities for the foreseeable future, and has determined that it is not more likely than not that
the Company will be required to sell the securities prior to a recovery in value. The decline in fair value was largely
due to increases in market interest rates. The Company had no other-than-temporary impairment losses during the six
months ended December 31, 2018 or the year ended June 30, 2018.
4.Other Investments
Other investments, at cost consist of the following at the dates indicated:

December June 30,

31,2018 2018

FHLB of Atlanta() $32,159 $29,907
Federal Reserve Bank of Richmond ("FRB")()) 7,315 7,307
Small Business Investment Companies ("SBIC")(3) 5384 4,717
Total $44,858 $41,931

As a requirement for membership, the Bank invests in the stock of both the FHLB of Atlanta and the Federal
(1)Reserve Bank of Richmond ("FRB"). No ready market exists for these securities so carrying value approximates
their fair value based on the redemption provisions of the FHLB of Atlanta and the FRB, respectively.

@) SBIC investment funds are considered nonmarketable investment securities and are qualified investments under the

Community Reinvestment Act.

(3)Prior to the adoption of ASU 2016-01, SBIC Investments were maintained in other assets.
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5.Loans

Loans consist of the following at the dates indicated:
December  June 30,
31,2018 2018

Retail consumer loans:

One-to-four family $661,374  $664,289
HELOCs - originated 135,430 137,564
HELOCSs - purchased 138,571 166,276
Construction and land/lots 74,507 65,601
Indirect auto finance 170,516 173,095
Consumer 13,520 12,379
Total retail consumer loans 1,193,918 1,219,204
Commercial loans:

Commercial real estate 904,357 857,315
Construction and development 198,738 192,102
Commercial and industrial 224,582 148,823
Municipal leases 111,135 109,172
Total commercial loans 1,438,812 1,307,412
Total loans 2,632,730 2,526,616
Deferred loan fees, net (499 ) (764 )
Total loans, net of deferred loan fees 2,632,231 2,525,852
Allowance for loan losses (21,419 ) (21,060 )
Loans, net $2,610,812 $2,504,792

All qualifying one-to-four family first mortgage loans, HELOCs, commercial real estate loans, and FHLB Stock are
pledged as collateral by a blanket pledge to secure any outstanding FHLB advances.

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

Pass Spem.al Substandard Doubtful Loss Total
Mention

December 31, 2018
Retail consumer loans:
One-to-four family $640,265 $2,425 $ 11,423 $ 249 $12 $655,084
HELOCs - originated 133,741 111 1,149 — 6 135,205
HELOCSs - purchased 138,385 — 185 — — 138,571
Construction and land/lots 74,081 16 485 — — 74,116
Indirect auto finance 169,932 — 550 — 2 170,516
Consumer 12,773 16 801 3 9 13,520
Commercial loans:
Commercial real estate 882,901 8,513 12,476 — — 896,381
Construction and development 194,423 888 2,649 120 — 197,367
Commercial and industrial 220,974 1,706 167 — 3 222,788
Municipal leases 110,839 296 — — — 111,135
Total loans $2,578,314 $13,971 $ 29,885 $ 372  $32 $2,614,683
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Pass Spem.al Substandard Doubtful Loss Total
Mention

June 30, 2018
Retail consumer loans:
One-to-four family $643,077 $3,576 $ 10,059 $ 746 $14 $657,472
HELOCs - originated 135,336 113 1,735 150 6 137,340
HELOCs - purchased 166,089 — 187 — — 166,276
Construction and land/lots 64,823 23 257 54 — 65,157
Indirect auto finance 172,675 — 420 — — 173,095
Consumer 11,723 85 558 2 11 12,379
Commercial loans:
Commercial real estate 835,485 5,804 6,787 — — 848,076
Construction and development 187,187 621 2,067 — — 189,875
Commercial and industrial 145,177 1,279 414 — — 146,870
Municipal leases 108,864 308 — — — 109,172
Total loans $2,470,436 $11,809 $ 22,484 $ 952  $31 $2,505,712
The Company's total purchased credit impaired ("PCI") loans by segment, class, and risk grade at the dates indicated
follow:

Pass Spem‘al Substandard Doubtful Loss Total

Mention

December 31, 2018
Retail consumer loans:
One-to-four family $4,404 $259 $ 1,627 $ —$ — $6,290
HELOCs - originated 225 — — — — 225
Construction and land/lots 155 — 236 — — 391
Commercial loans:
Commercial real estate 4,593 1,954 1,429 — — 71,976
Construction and development 501 — 870 — — 1,371
Commercial and industrial 1,791 — — — 3 1,794
Total loans $11,669 $2,213 $ 4,162 $ —$ 3 $18,047

Pass Spem.al Substandard Doubtful Loss Total

Mention

June 30, 2018
Retail consumer loans:
One-to-four family $4,620 $388 $ 1,809 $ —$ -$6,817
HELOCSs - originated 224 — — — — 224
Construction and land/lots 444 — — — — 444
Commercial loans:
Commercial real estate 4,718 2,162 2,359 — — 9,239
Construction and development 547 — 1,680 — — 2227
Commercial and industrial 1,894 — 59 — — 1,953
Total loans $12,447 $2,550 $ 5,907 $ —$  —$20,904
14
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The Company's total loans by segment, class, and delinquency status at the dates indicated follows:

Past Due Total
30-89 90 Total Current Loans
Days Days+

December 31, 2018

Retail consumer loans:

One-to-four family $2,328 $1,747 $4,075 $657,299 $661,374

HELOCs - originated 203 333 536 134,894 135,430

HELOCSs - purchased 564 — 564 138,007 138,571

Construction and land/lots 37 — 37 74,470 74,507

Indirect auto finance 392 130 522 169,994 170,516

Consumer 185 40 225 13,295 13,520

Commercial loans:

Commercial real estate 5,165 559 5,724 898,633 904,357

Construction and development 1 1,396 1,397 197,341 198,738

Commercial and industrial 8 53 61 224,521 224,582

Municipal leases 24 — 24 111,111 111,135

Total loans $8,907 $4,258 $13,165 $2,619,565 $2,632,730
Past Due Total
30-89 90 Total Current Loans
Days Days+

June 30, 2018

Retail consumer loans:

One-to-four family $3,001 $1,756 $4,757 $659,532 $664,289

HELOCs - originated 98 268 366 137,198 137,564

HELOCSs - purchased — — — 166,276 166,276

Construction and land/lots 44 54 98 65,503 65,601

Indirect auto finance 335 127 462 172,633 173,095

Consumer 238 39 277 12,102 12,379

Commercial loans:

Commercial real estate 169 1,412 1,581 855,734 857,315

Construction and development 260 1,928 2,188 189,914 192,102
Commercial and industrial 15 69 84 148,739 148,823
Municipal leases — — — 109,172 109,172
Total loans $4,160 $5,653 $9,813 $2,516,803 $2,526,616
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The Company's recorded investment in loans, by segment and class, that are not accruing interest or are 90 days or
more past due and still accruing interest at the dates indicated follow:
December 31, 2018 June 30, 2018

90 Days 90 Days
Nonaccruin+ & Nonaccruin+ &

&ill il

accruing accruing
Retail consumer loans:
One-to-four family $4,151 $ —$4308 $ —
HELOCs - originated 590 — 656 —
HELOCs - purchased 185 — 187 —
Construction and land/lots 98 — 165 —
Indirect auto finance 243 — 255 —
Consumer 515 — 321 —
Commercial loans:
Commercial real estate 2,104 — 2,863 —
Construction and development 1,696 — 2,045 —
Commercial and industrial 90 — 114 —
Municipal leases — — — —
Total loans $9672 $ —$10,914 $ —

PCI loans totaling $2,071 at December 31, 2018 and $3,353 at June 30, 2018 are excluded from nonaccruing loans
due to the accretion of discounts established in accordance with the acquisition method of accounting for business
combinations.
Troubled debt restructurings ("TDRs") are loans which have renegotiated loan terms to assist borrowers who are
unable to meet the original terms of their loans. Such modifications to loan terms may include a lower interest rate, a
reduction in principal, or a longer term to maturity. Additionally, all TDRs are considered impaired. The Company
had no commitments to lend additional funds on these TDR loans at December 31, 2018.
The Company's loans that were performing under the payment terms of TDRs that were excluded from nonaccruing
loans above at the dates indicated follow:

December June 30,

31,2018 2018
Performing TDRs included in impaired loans $ 19,276 $21,251
An analysis of the allowance for loan losses by segment for the periods shown is as follows:

Three Months Ended December 31, Three Months Ended December 31, 2017

2018
PCI Retail Commercial Total PCI Retail Commercial Total
Consumer Consumer
Balance at beginning of period  $295 $7,252 $13,385 $20,932 $1,197 $8,310 $12,490 $21,997
i)r:s\;lsslon for (recovery of) loan 96 ) (341 ) 437 . 286 ) 162 124 o
Charge-offs — 177 ) (78 ) (255 ) (345 ) (378 ) (349 ) (1,072 )
Recoveries — 502 240 742 — 97 68
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