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ABOUT CAPITAL CITY BANK GROUP, INC.

Capital City Bank Group, Inc. (Nasdaq:CCBG) is one of the largest publicly traded
financial holding companies headquartered in Florida and has approximately
$2.6 billion in assets. The Company provides a full range of banking services,
including traditional deposit and credit services, asset management, trust,
mortgage banking, merchant services, bankcards, data processing and securities
brokerage services. The Company’s bank subsidiary, Capital City Bank, was
founded in 1895 and now has 63 full-service offices and 71 ATMs in Florida, Georgia
and Alabama. For more information about Capital City Bank Group, Inc., visit

www.ccbg.com.



DEAR FELLOW

SHAREOWNERS

We have had a great year. Leading up to 2014, our markets had been showing slow but steady improvement. Though

the going was still rough, | was optimistic. In 2012 and 2013, we achieved several important goals that made me proud

of this Company and the family of associates whose hard work makes our success possible. In those sunny moments,

we caught glimpses of the brighter days ahead, and we continued preparing for the day the economic storm would pass.

2014 revealed a bright patch of blue sky.

As the economy strengthened and consumer confidence rose, we
saw a revived interest in borrowing and investing activities, both at
the business and consumer levels. Businesses that had spent the last
few years in a holding pattern, waiting for conditions to improve,
started planning for future growth again. As land values stabilized
in both commercial and residential markets, real estate made a

comeback, revitalizing the market for new home sales.

While our financial performance is not back to our historical levels, |
am encouraged by the improvement in 2014. We made meaningful
progress in all aspects of our business — earnings increased by over
50%, nonperforming assets declined 38%, loans grew 3% and our

net interest margin stabilized.

Through the cycle, we made a number of difficult decisions — tough
calls we knew were necessary to protect the long-term interests of
the Company and our shareowners. As a reward for our diligence
and discretion, we emerged well positioned to capitalize on the

opportunities of an economy on the upswing.

Rather than taking a wholesale approach to the disposition of owned
real estate, thereby incurring large discounts, we stood by our time-
tested retail disposition strategy. This approach takes longer, but
is less expensive and produces a better financial outcome for our
shareowners. Over the last seven years, we have contracted for the

sale of our ORE properties at an average price of 101% of book value.

Even though mortgage originations across the industry were 25-
30% lower thanin 2013, Capital City increased its residential lending
production, with originations totaling $145 million for the year. We
had a banner fourth quarter, and we project this growth will continue
into 2015.

As home values appreciated, we also saw
a resurgence in demand for home equity
loans and lines of credit. From 2013 to
2014, home equity commitments grew by
$16 million to a total of $343 million.

2014 also brought good news for our

shareowners. With a strong capital base
and improving earnings, our quarterly
dividend was reinstated in February. It was then increased by a
penny in Q4. Unlike many of our peers, Capital City emerged
from the cycle with fewer shares outstanding than when it started.
Though others coped by raising capital mid-cycle, the strength of
our capital position enabled us to execute our business strategy
without diluting the ownership interest of our shareowners. This has

been a non-negotiable priority for us throughout the cycle.

The further we leave this economic crisis behind, the more the skies
will clear over our communities and clients. Short-term interest
rates are projected to increase in the latter half of the year, but we
expect residential lending will continue to be a solid source of loan
business in 2015, as will home equity and indirect auto lending. We
will continue to focus on lowering our credit costs and reducing
non-performing assets (NPAs) in our portfolio. Acquisitions may also
return as a viable growth strategy in 2015. We are now seeing some
promising prospects in markets where expansion is a long-term
goal. Any acquisition opportunities, however, will need to meet

both our financial and strategic objectives.

We also have an opportunity and an obligation to consider how the
changing industry landscape will allow us to enhance the service
we provide our clients. Banking and consumer preferences have

changed dramatically in a relatively short time, and by every




There will be changes
ahead, but Capital
City Bank is no
stranger to change.
After more than a
century in business,
we have seen war,
natural disasters,
depressions and
recessions. And each

time, we emerged

strong, stable and
prepared to carry on.

indication, this evolution is in its early stages. Much of the new generation defines the office experience
and banking relationship differently than their predecessors. Consumers of all ages have gotten a taste
of a world where everything is within reach at all times and continue to demand better, quicker, more
convenient and more accessible tools that give them the power to manage their finances at any time and
from anywhere. This compels us to take a long, hard look at our delivery processes and make adjustments

that enhance and streamline where necessary. Some of this work is already underway.

As of today, we are operating four Express Banking offices in our Tallahassee, Gainesville and Citrus/Inglis
markets. This model offers a seamless blend of technology-assisted transactions and personal service,
using state-of-the-art equipment to augment the office experience. It is our response to client demand
for greater convenience, speed, choice and flexibility in their banking relationships and has been well-
received by our clients. Over time, Express Banking will enable the Bank to lower office operating costs
without compromising service expectations. In 2015, we will continue to evaluate how this model can
help us attract and retain a new generation of tech-savvy clients while providing Capital City a competitive

distinction.

Another major initiative for Capital City in 2014 was upgrading our online banking platform. Planning
and preparations began in July, and the new service launched this past February. Better features and an
integrated online and mobile banking platform make for an improved user experience, and our clients

have responded with enthusiastic acceptance.

We are on the right track with these steps, but adaptation is a journey without end. As we prepare to
celebrate 125 years in 2020, we have begun an exhaustive strategic visioning process to ensure Capital
City is prepared to grow and thrive in the new banking era. Engaged in the process is a team of our best

and brightest associates - folks who do what they do better than anyone else.

There will be changes ahead, and Capital City Bank is no stranger to change. After more than a century in
business, we have seen war, natural disasters, depressions and recessions. And each time, we emerged
strong, stable and prepared to carry on. We have been trusted by generations of clients and will continue

to be a trusted advisor as the future unfolds.

Change is a certainty. Change is where opportunity lies. It's revitalizing. It's invigorating. And most
importantly, it's the path to progress. Capital City Bank will not stand still in a world that is moving forward.
Our teamis mobilized. Our Company is solid. We have over a century of experience behind us, innovators
to push us forward and dedication to sustain us through another 125 years. | have great confidence in the

future and our path forward.
As always, | thank you for your continued support and welcome your comments and questions.
Your banker,

Busidy

William G. Smith, Jr.
Chairman, President and Chief Executive Officer




FINANCIAL RIGHLIGHTS

Dollars in Thousands, Except Per Share Data

For the Year 2014 2013 2012

Net Income $9,260 $6,045 $108

Per Common Share Data

Net Income - Basic $0.53 $0.35 $0.01
Net Income - Diluted 0.53 0.35 0.01
Book Value 15.53 15.85 14.31
Return on Average Assets 0.36% 0.24% 0.00%
Return on Average Equity 3.27% 2.40% 0.04%
Net Interest Margin 3.36% 3.54% 3.81%
Total Risk-Based Capital 17.76% 17.94% 15.72%
Tier | Leverage 10.99% 10.46% 9.90%
Tangible Capital 7.38% 7.58% 6.35%

Balance Sheet Data

Average Loans $1,414,000 $1,450,806 $1,556,565
Average Earning Assets 2,237,623 2,213,686 2,229,621
Average Total Assets 2,564,176 2,568,662 2,590,173
Average Non-Interest Bearing Deposits 671,188 631,117 610,915
Average Total Deposits 2,093,477 2,070,073 2,105,672

Average Shareowners’ Equity 283,079 251,427 252,960




OUR LEADERS

BOARD OF DIRECTORS

William G. Smith, Jr.
Chairman, President
and Chief Executive Officer

Capital City Bank Group, Inc.

Serving since 1982

DuBose Ausley
Attorney

Ausley & McMullen, PA
Serving since 1982

Thomas A. Barron
President

Capital City Bank
Serving since 1982

Allan G. Bense
Partner

GAC Contractors
Serving since 2013

SENIOR MANAGEMENT TEAM

William G. Smith, Jr.
Chairman, President

and Chief Executive Officer
Capital City Bank Group, Inc.
36 years of service

Thomas A. Barron
President

Capital City Bank
40 years of service

J. Kimbrough Davis
Chief Financial Officer
33 years of service

Thomas W. Allen
Residential Mortgage
6 years of service

Frederick Carroll, 1ll
Managing Partner

Carroll and Company, CPAs
Serving since 2003

Cader B. Cox, Il
Chairman and Secretary
Riverview Plantation, Inc.
Serving since 1994

J. Everitt Drew
President

SouthGroup Equities, Inc.
Serving since 2003

John K. Humphress
Partner

Wadsworth, Humphress &
Hollar, P.A.

Serving since 1994

Edward G. Canup
Commercial Banking
31 years of service

Bethany H. Corum
Capital City Services Company
8 years of service

Mitchell R. Englert
Community Banking
41 years of service

Brooke W. Hallock
Marketing
10 years of service

Lina S. Knox
Community Volunteer
Serving since 1998

Dr. Henry Lewis, lli

Chief Academic Officer/Provost
American University of Health Sciences
Serving since 2003

William L. Moor, Jr.
Wealth Management
27 years of service

B. Randall Sharpton
Internal Audit
35 years of service

Dale A. Thompson
Credit Administration
35 years of service

Edwin N. West, Jr.
Community Banking
Leon County

16 years of service
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INTRODUCTORY NOTE

This Annual Report on Form 10-K contains “forward-looking statements” within the meaning of the Private Securities
Litigation Reform Act of 1995. These forward-looking statements include, among others, statements about our beliefs, plans,
objectives, goals, expectations, estimates and intentions that are subject to significant risks and uncertainties and are subject
to change based on various factors, many of which are beyond our control. The words “may,” “could,” “should,” “would,”
“believe,” “anticipate,” “estimate, target,” “goal,” and similar expressions are intended to
identify forward-looking statements.

9 ¢ 9 ¢ 99 ¢6:

expect,” “intend,” “plan,
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All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ
materially from those set forth in our forward-looking statements.

In addition to those risks discussed in this Annual Report under Item 1A Risk Factors, factors that could cause our actual
results to differ materially from those in the forward-looking statements, include, without limitation:

e legislative or regulatory changes, including the Dodd-Frank Act, Basel 111, and the ability to repay and qualified
mortgage standards;

e our ability to successfully manage interest rate risk, liquidity risk, and other risks inherent to our industry;

o the effects of security breaches and computer viruses that may affect our computer systems or fraud related to credit
or debit card products;

e the accuracy of our financial statement estimates and assumptions, including the estimates used for our loan loss
provision and deferred tax asset valuation allowance;

e the frequency and magnitude of foreclosure of our loans;
o the effects of our lack of a diversified loan portfolio, including the risks of geographic and industry concentrations;

o the strength of the United States economy in general and the strength of the local economies in which we conduct
operations;

e our need and our ability to incur additional debt or equity financing;

e our ability to declare and pay dividends;

e changes in the securities and real estate markets;

e changes in monetary and fiscal policies of the U.S. Government;

e inflation, interest rate, market and monetary fluctuations;

e the effects of harsh weather conditions, including hurricanes, and man-made disasters;
e  our ability to comply with the extensive laws and regulations to which we are subject;
e  our ability to comply with the laws for each jurisdiction where we operate;

e the willingness of clients to accept third-party products and services rather than our products and services and vice
versa,

e increased competition and its effect on pricing;

e technological changes;

e negative publicity and the impact on our reputation;

e changes in consumer spending and saving habits;

e growth and profitability of our noninterest income;

e changes in accounting principles, policies, practices or guidelines;
e the limited trading activity of our common stock;

e the concentration of ownership of our common stock;

e anti-takeover provisions under federal and state law as well as our Articles of Incorporation and our Bylaws;



e other risks described from time to time in our filings with the Securities and Exchange Commission; and

e  our ability to manage the risks involved in the foregoing.

However, other factors besides those listed in /tem 1A Risk Factors or discussed in this Annual Report also could adversely
affect our results, and you should not consider any such list of factors to be a complete set of all potential risks or
uncertainties. Any forward-looking statements made by us or on our behalf speak only as of the date they are made. We do
not undertake to update any forward-looking statement, except as required by applicable law.



PART I
Item 1. Business

About Us
General

Capital City Bank Group, Inc. (“CCBG”) is a financial holding company headquartered in Tallahassee, Florida. CCBG was
incorporated under Florida law on December 13, 1982, to acquire five national banks and one state bank that all subsequently
became part of CCBG’s bank subsidiary, Capital City Bank (“CCB” or the “Bank”). In this report, the terms “Company,”

133 EENT3

we,” “us,” or “our” mean CCBG and all subsidiaries included in our consolidated financial statements.

We provide traditional deposit and credit services, asset management, trust, mortgage banking, merchant services, bank
cards, data processing, and securities brokerage services through 63 full-service banking locations in Florida, Georgia, and
Alabama operated by CCB. The majority of our revenue, approximately 82%, is derived from our Florida market areas while
approximately 17% and 1% of our revenue is derived from our Georgia and Alabama market areas, respectively.

Below is a summary of our financial condition and results of operations for the past three years. Our financial condition and
results of operations are more fully discussed in our management discussion and analysis on page 31 and our consolidated
financial statements on page 62.

Dollars in millions

Year Ended Shareowners’

December 31, Assets Deposits Equity Revenue”  Net Income
2014 $ 26272 § 2,1468 $ 272.5 $ 130.8  $ 9.3
2013 2,611.9 2,136.2 276.4 137.3 6.0
2012 2,634.0 2,145.0 246.9 144.2 0.1

(' Revenue represents interest income plus noninterest income.

Dividends and management fees received from the Bank are CCBG’s primary source of income. Dividend payments by the
Bank to CCBG depend on the capitalization, earnings and projected growth of the Bank, and are limited by various
regulatory restrictions. See the section entitled “Regulatory Matters™ in this /tem [ and Note 14 in the Notes to Consolidated
Financial Statements for a discussion of the restrictions.

We had a total of 937 associates at March 1, 2015. Item 6 contains other financial and statistical information about us.

Subsidiaries of CCBG

CCBG’s principal asset is the capital stock of the CCB, our wholly owned banking subsidiary, which accounted for
approximately 100% of consolidated assets at December 31, 2014, and approximately 100% of consolidated net income for
the year ended December 31, 2014. In addition to our banking subsidiary, CCB has three primary wholly owned subsidiaries,
Capital City Trust Company, Capital City Banc Investments, Inc., and Capital City Services Company. The nature of these
subsidiaries is provided below.

Operating Segment

We have one reportable segment with four principal services: Banking Services (CCB), Data Processing Services (Capital
City Services Company), Trust and Asset Management Services (Capital City Trust Company), and Brokerage Services
(Capital City Banc Investments, Inc.). Revenues from each of these principal services for the year ended 2014 totaled
approximately 92.8%, 1.2%, 3.1%, and 2.9% of our total revenue, respectively. In 2013 and 2012, Banking Services (CCB)
revenue was approximately 91.9% and 93.1% of our total revenue for each respective year.

Capital City Bank

CCB is a Florida-chartered full-service bank engaged in the commercial and retail banking business. Significant services
offered by the Bank include:

e Business Banking — The Bank provides banking services to corporations and other business clients. Credit products
are available for a wide variety of general business purposes, including financing for commercial business



properties, equipment, inventories and accounts receivable, as well as commercial leasing and letters of credit. We
also provide treasury management services, and, through a marketing alliance with Elavon, Inc., merchant credit
card transaction processing services.

o Commercial Real Estate Lending — The Bank provides a wide range of products to meet the financing needs of
commercial developers and investors, residential builders and developers, and community development. Credit
products are available to purchase land and/or build structures for business use and for investors who are developing
residential or commercial property.

e Residential Real Estate Lending — The Bank provides products to help meet the home financing needs of consumers,
including conventional permanent and construction/ permanent (fixed, adjustable, or variable rate) financing
arrangements, and FHA/V A loan products. The Bank offers both fixed-rate and adjustable rate residential mortgage
(ARM) loans. A portion of our loans originated are sold into the secondary market. The Bank offers these products
through its existing network of banking offices. We do not originate subprime residential real estate loans.

e Retail Credit — The Bank provides a full-range of loan products to meet the needs of consumers, including personal
loans, automobile loans, boat/RV loans, home equity loans, and through a marketing alliance with ELAN, we offer
credit card programs.

e [nstitutional Banking — The Bank provides banking services to meet the needs of state and local governments, public
schools and colleges, charities, membership and not-for-profit associations including customized checking and
savings accounts, cash management systems, tax-exempt loans, lines of credit, and term loans.

e  Retail Banking — The Bank provides a full-range of consumer banking services, including checking accounts,
savings programs, automated teller machines (ATMs), debit/credit cards, night deposit services, safe deposit
facilities, online banking, and mobile banking. Clients can use Capital City Bank Direct which offers a “live” call
center between the hours of 8 a.m. to 6 p.m. Monday through Friday and from 9 a.m. to 12 noon on Saturday. The
call center can also be accessed via live chat through the internet. Bank Direct also offers an automated phone
system offering 24-hour access to client deposit and loan account information and transfer of funds between linked
accounts. The Bank is a member of the “Star” ATM Network that permits banking clients to access cash at ATMs or
“point-of-sale” merchants.

Capital City Trust Company

Capital City Trust Company (the “Trust Company”) is the investment management arm of CCB. The Trust Company
provides asset management for individuals through agency, personal trust, IRA, and personal investment management
accounts. The Trust Company also provides services for the administration of pension, profit sharing, and 401(k) plans.
Associations, endowments, and other nonprofit entities hire the Trust Company to manage their investment portfolios.
Additionally, a staff of well-trained professionals serves individuals requiring the services of a trustee, personal
representative, or a guardian. The market value of trust assets under discretionary management exceeded $726.2 million as of
December 31, 2014, with total assets under administration exceeding $851.8 million.

Capital City Banc Investments, Inc.

Capital City Banc Investments, Inc. offers access to retail investment products through INVEST Financial Corporation, a
member of FINRA and SIPC. Non-deposit investment and insurance products are: (i) not FDIC insured; (ii) not deposits,
obligations, or guarantees by any bank; and (iii) subject to investment risk, including the possible loss of principal amount
invested. Capital City Banc Investments, Inc. offers a full line of retail securities products, including U.S. Government
bonds, tax-free municipal bonds, stocks, mutual funds, unit investment trusts, annuities, life insurance and long-term health
care. We are not an affiliate of INVEST Financial Corporation.

Capital City Services Company

Capital City Services Company (the “Services Company”) provides data processing services to financial institutions
(including CCB), government agencies, and commercial clients located in North Florida and South Georgia. As of March 1,
2015, the Services Company is providing data processing services to four correspondent banks which have relationships with
CCB.

Underwriting Standards

A core goal of CCB is to support the communities in which it operates. The Bank seeks loans from within its primary market
area, which is defined as the counties in which the Bank’s offices are located. The Bank will originate loans within its
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secondary market area, defined as adjacent counties to those in which the Bank has offices. There may also be occasions
when the Bank will have opportunities to make loans that are out of both the primary and secondary market areas. These
loans will only be approved if the applicant is known to the Bank and applicant’s primary business is within our primary or
secondary market area. Approval of all loans is subject to the Bank’s policies and standards described in more detail below.

The Bank has adopted comprehensive lending policies, underwriting standards and loan review procedures. Management and
the Bank’s Board of Directors reviews and approves these policies and procedures on a regular basis (at least annually).

Management has also implemented reporting systems to monitor loan originations, loan quality, concentrations of credit,
loan delinquencies and nonperforming loans and potential problem loans. Bank management and the Credit Risk Oversight
Committee periodically review our lines of business to monitor asset quality trends and the appropriateness of credit policies.
In addition, total borrower exposure limits are established and concentration risk is monitored. As part of this process, the
overall composition of the portfolio is reviewed to gauge diversification of risk, client concentrations, industry group, loan
type, geographic area, or other relevant classifications of loans. Specific segments of the portfolio are monitored and reported
to the Bank’s Board on a quarterly basis (i.e., commercial real estate) and the Bank has strategic plans in place to supplement
Board approved credit policies governing exposure limits and underwriting standards. The Bank recognizes that exceptions
to the below-listed policy guidelines may occasionally occur and has established procedures for approving exceptions to
these policy guidelines.

Residential Real Estate Loans

The Bank originates 1-4 family, owner-occupied residential real estate loans in its Residential Real Estate line of business.
The Bank’s policy is to underwrite these loans in accordance with secondary market guidelines in effect at the time of
origination, including loan-to-value (“LTV”) and documentation requirements. The Bank originates fixed-rate, adjustable-
rate and variable- rate residential real estate loans. Over the past five years, the vast majority of residential loan originations
have been fixed-rate loans which are sold in the secondary market on a non-recourse basis with related servicing rights (i.e.,
the Bank does not service sold loans). These loans require private mortgage insurance (“PMI”) if the LTV exceeds 80%.
Some of the adjustable-rate residential real estate product is retained in the Bank’s loan portfolio and loans with LTVs in
excess of 85% require PMI. Adjustable rate mortgage (““ARM?”) loans with an initial fixed interest rate period greater than
three years are sold in the secondary market on a non-recourse basis.

The Bank also originates 1-4 family, owner-occupied residential real estate loans throughout its banking office network.
These loans are generally not eligible for sale into the secondary market due to not meeting a specific secondary market
underwriting requirement. The product offering is a variable rate 3/1 ARM with a maximum term of 30 years and maximum
LTV of 80%. The Bank verifies applicants’ income, obtains credit reports and independent real estate appraisals in the
underwriting process to ensure adequate collateral coverage and that loans are extended to individuals with good credit and
income sufficient to repay the loan.

Residential real estate loans also include home equity lines of credit and home equity loans (“HELOCs”). The Bank’s home
equity portfolio includes revolving open-ended equity loans with interest-only or minimal monthly principal payments and
closed-end amortizing loans. Open-ended equity loans typically have an interest only ten year draw period followed by a five
year repayment period of 0.75% of principal balance monthly and balloon payment at maturity. As of December 31, 2014,
approximately 60% of the Bank’s residential home equity loan portfolio consisted of first mortgages. Interest rates may be
fixed or adjustable. Adjustable-rate loans are tied to the Prime Rate with a typical margin of 1.0% or more. Appraisals are
normally required for all residential real estate loans, both those sold to the secondary market and those maintained in the
Bank’s loan portfolio.

The Consumer Financial Protection Bureau finalized its ability to repay (“ATR”) rule as well as its qualified mortgage rule in
January 2013 (with clarifications adopted in July 2013). The ATR rule applies to residential mortgage loan applications
received after January 14, 2014. The scope of the rule specifically applies to loans securing 1-4 unit dwellings and includes
purchases, refinances and home equity loans for principal or second homes. Under the ATR rules, a lender may not make a
residential mortgage loan unless the lender makes a reasonable and good faith determination that is based on verified,
documented information at or before consummation that the borrower has a reasonable ability to repay. The eight
underwriting factors that must be considered and verified include the following: (1) income and assets: (2) employment
status; (3) monthly payment of loan; (4) monthly payment of any simultaneous loan secured by the same property; (5)
monthly payment for other mortgage-related obligations like property taxes and insurance; (6) current debt obligations; (7)
monthly debt to income ratio; and (8) credit history (although eight factors are delineated, the ATR rule does not dictate that
a lender follow a particular underwriting model). Liability for violations of the ATR rule include actual damages, statutory
damages and court costs and attorneys’ fees.



Additionally, the Consumer Financial Protection Bureau published regulations required by the Wall Street Reform and
Consumer Protection Act of 2010 (“Dodd-Frank™) related to “qualified mortgages,” which are mortgages for which there is a
presumption that the lender has satisfied the ATR rules. Pursuant to Dodd-Frank, qualified mortgages (“QMs”’) must have
certain product-feature prerequisites and affordability underwriting requirements. Generally, to meet the QM test, the lender
must calculate the monthly payments based on the highest payment that will apply in the first five years and the consumer
must have a total debt-to-income ratio that is less than or equal to 43%. The QM rule provides a safe harbor to the ATR rules
for lenders that make loans that satisfy the definition of a QM and are not higher priced. From time to time, the Bank
originates non-qualified mortgages under certain predefined internal and investor underwriting parameters to be sold to either
secondary market investors or held in the Bank’s loan portfolio.

Commercial Loans

The Bank’s policy sets forth guidelines for debt service coverage ratios, LTV ratios and documentation standards.
Commercial loans are primarily made based on identified cash flows of the borrower with consideration given to underlying
collateral and personal or other guarantees. The Bank’s policy establishes debt service coverage ratio limits that require a
borrower’s cash flow to be sufficient to cover principal and interest payments on all new and existing debt. The majority of
the Bank’s commercial loans are secured by the assets being financed or other business assets such as accounts receivable or
inventory. Many of the loans in the commercial portfolio have variable interest rates tied to the Prime Rate or U.S. Treasury
indices.

Commercial Real Estate Loans

The Bank’s policy sets forth guidelines for debt service coverage ratios, LTV ratios and documentation standards.
Commercial real estate loans are primarily made based on identified cash flows of the borrower with consideration given to
underlying real estate collateral and personal guarantees. The Bank’s policy establishes a maximum LTV specific to property
type and minimum debt service coverage ratio limits that require a borrower’s cash flow to be sufficient to cover principal
and interest payments on all new and existing debt. Commercial real estate loans may be fixed or variable-rate loans with
interest rates tied to the Prime Rate or U.S. Treasury indices. Bank policy requires appraisals for loans in excess of $250,000
that are secured by real property.

Consumer Loans

The Bank’s consumer loan portfolio includes personal installment loans, direct and indirect automobile financing, and
overdraft lines of credit. The majority of the consumer loan portfolio consists of indirect and direct automobile loans. The
majority of the Bank’s consumer loans are short-term and have fixed rates of interest that are set giving consideration to
current market interest rates and the financial strength of the borrower. The Bank’s policy establishes maximum debt-to-
income ratios, minimum credit scores, and includes guidelines for verification of applicants’ income and receipt of credit
reports.

Lending Limits and Extensions of Additional Credit

The Bank has established an internal lending limit of $10.0 million for the total aggregate amount of credit that will be
extended to a client and any related entities within its Board approved policies. This compares to our legal lending limit of
approximately $76 million. In practice, the Bank seeks to maintain an internal lending limit of $7.5 million in order to
maintain a well-diversified loan portfolio.

Loan Modification and Restructuring

In the normal course of business, CCB receives requests from its clients to renew, extend, refinance, or otherwise modify
their current loan obligations. In most cases, this may be the result of a balloon maturity that is typical in most commercial
loan agreements, a request to refinance to obtain current market rates of interest, competitive reasons, or the conversion of a
construction loan to a permanent financing structure at the completion or stabilization of the property. In these cases, the
request is held to the normal underwriting standards and pricing strategies as any other loan request, whether new or renewal.

In other cases, we may modify a loan because of a reduction in debt service capacity experienced by the client (i.e.,
potentially troubled loan whereby the client may be experiencing financial difficulties). To maximize the collection of loan
balances, we evaluate troubled loans on a case-by-case basis to determine if a loan modification would be appropriate. We
pursue loan modifications when there is a reasonable chance that an appropriate modification would allow our client to
continue servicing the debt.



Expansion of Business

Our philosophy is to build long-term client relationships based on quality service, high ethical standards, and safe and sound
banking practices. We maintain a locally oriented, community-based focus, which is augmented by experienced, centralized
support in select specialized areas. Our local market orientation is reflected in our network of banking office locations,
experienced community executives with a dedicated President for each market, and community boards which support our
focus on responding to local banking needs. We strive to offer a broad array of sophisticated products and to provide quality
service by empowering associates to make decisions in their local markets.

We have sought to build a franchise in small- to medium-sized markets, located on the outskirts of the larger metropolitan
markets where we are positioned as a market leader. Many of our markets are on the outskirts of these larger markets in close
proximity to major interstate thoroughfares such as Interstates I-10 and I-75. Our three largest markets are Tallahassee (Leon,
Florida), Gainesville (Alachua, Florida), and Macon (Bibb, Georgia). In 13 of 20 markets in Florida and three of five markets
in Georgia, we rank within the top 4 banks in terms of market share. Furthermore, in the counties in which we operate, we
maintain an average 9.10% market share in the Florida counties and 5.82% in the Georgia counties, suggesting that there is
significant opportunity to grow market share within these geographic areas. The larger employers in many of our markets are
state and local governments, healthcare providers, educational institutions, and small businesses. While we realize that the
markets in our footprint do not provide for a level of potential growth that the larger metropolitan markets may provide, our
markets do provide good growth dynamics and have historically grown in excess of the national average. We strive to
provide value added services to our clients by being their banker, not just a bank. This element of our strategy distinguishes
Capital City Bank from our competitors.

As aresult of the contracted credit cycle over the last several years and the overall regulatory environment, we have not
pursued additional acquisitions; however, our long-term vision remains to profitably expand our franchise through a
combination of organic growth in existing markets and through acquisitions. We have long understood that our core deposit
funding base is the predominant driver of our profitability and overall franchise value, and have focused extensively on this
component of our organic growth efforts in recent years.

Potential acquisition growth will continue to be focused on Florida, Georgia, and Alabama with a particular focus on
financial institutions located on the outskirts of larger, metropolitan areas. Five markets have been identified, four in Florida
and one in Georgia, in which management intends to proactively pursue expansion opportunities. These markets include
Alachua, Marion, Hernando/Pasco counties in Florida, the western panhandle of Florida, and Bibb and surrounding counties
in central Georgia. Our focus on some of these markets may change as we continue to evaluate our strategy and the impact
the current economic cycle is having on any individual market. We will also continue to evaluate de novo expansion
opportunities in attractive new markets in the event that acquisition opportunities in those markets are not feasible. Other
expansion opportunities that will be evaluated include asset management, mortgage banking, and insurance. Embedded in our
acquisition strategy is our desire to partner with institutions that are culturally similar, have experienced management and
possess either established market presence or have potential for improved profitability through growth, economies of scale, or
expanded services. Generally, these target institutions would range in asset size from $100 million to $400 million.

Competition

We operate in a highly competitive environment, especially with respect to services and pricing. In addition, the banking
business is experiencing enormous changes. Since 2009, nearly 500 financial institutions have failed in the U.S., including 83
in Georgia and 70 in Florida. Nearly all of the failed banks were community banks. The assets and deposits of many of these
failed community banks were acquired mostly by larger financial institutions. We expect consolidation to continue during
2015, but primarily through traditional merger and acquisition activity. We believe that the larger financial institutions
acquiring banks in our market areas are less familiar with the markets in which we operate and typically target a different
client base. We believe clients who bank at community banks tend to prefer the relationship style service of community
banks compared to larger banks. As a result, we believe the reduction of the number of community banks could further
enhance our competitive position and opportunities in many of our markets. Larger financial institutions, however, can
benefit from economies of scale. Therefore, these larger institutions may be able to offer banking products and services at
more competitive prices than us. Additionally, these larger financial institutions may offer financial products that we do not
offer.

Our primary market area consists of 20 counties in Florida, five counties in Georgia, and one county in Alabama. In these
markets, the Bank competes against a wide range of banking and nonbanking institutions including savings and loan
associations, credit unions, money market funds, mutual fund advisory companies, mortgage banking companies, investment
banking companies, finance companies and other types of financial institutions. Most of Florida’s major banking concerns



have a presence in Leon County. CCB’s Leon County deposits totaled $782.2 million, or 36.4% of our consolidated deposits
at December 31, 2014.

The table below depicts our market share percentage within each county, based on commercial bank deposits within the

county.
Market Share as of June 30,(1)
County 2014 2013 2012
Florida
ALACHUA. ... e ettt e e e 4.8% 4.5% 4.5%
BIadfOrd.....ocoveeiiieeieeeeeeee et et e e eaes 51.5% 51.8% 52.3%
CHEIUS ettt e e et e e et e e s et e e e s eae e e s st e e s snaeeesnaeeesannees 3.6% 3.6% 3.3%
O] USSR PRUSUURPRRP 2.0% 1.8% 1.8%
| D52 G (PPN 9.9% 15.1% 18.5%
GAASAEN ...ttt e e et e e e ae e e 77.4% 70.2% 62.1%
(€ 510631V 1] SN 42.2% 40.8% 42.1%
GUIE . et e e e e e e e e e e e erae e earaeeaas 14.0% 14.0% 13.7%
HEINANAO ... 1.8% 1.9% 1.9%
L3 5053 610 o RO 22.1% 19.8% 21.4%
LEOM e et e e e et e e s aaeeeaas 15.3% 15.3% 16.5%
VY ettt ettt a ettt et e bt Rt st e st ent et e beeseeteeneeneennans 28.0% 27.8% 28.7%
AV BT ST « TR RURRRRPRRPRRN 10.3% 9.0% 9.7%
S Tl TR 0.1% 0.1% 0.2%
PULNAIM ..ottt et e et e e e e e e st e e e enta e e s ennaeesseaeeeesanaeeesnnes 19.5% 18.9% 18.0%
N T 6 V4 TP 0.9% 0.9% 1.1%
SUWAINIEE. .....uvvviiiieeieeirieee e eeeite e eeeaee e e e e e eeetareeeeeeeeesaaaeeeeeeesessaaseeeeeeeennrnnnees 6.8% 6.8% 6.9%
1074 (o) SRR URUS RS 22.0% 21.8% 30.8%
WAKULLA ... 13.6% 13.6% 11.7%
WaASRINGLON ..ottt ettt e et et e e nbeentesseeenees 13.6% 13.8% 12.3%
Georgia
BIDD et e e e e e s eaaeeea 3.6% 3.8% 3.5%
BUIKE .. et e et e e et e e ae e 6.8% 12.7% 8.4%
(7. ¢ | OSSPSR 14.3% 14.6% 17.4%
2105 ) R 9.1% 9.0% 10.4%
TTOUD ettt ettt et ettt ettt ettt e e e 5.3% 5.1% 7.2%
Alabama
(O] 4 F:1's 11013 £~ RSP RR 7.6% 8.1% 7.7%
(1)

Obtained from the FDIC Summary of Deposits Report for the year indicated.
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The following table sets forth the number of commercial banks and offices, including our offices and our competitors’
offices, within each of the respective counties.

Number of Number of
Commercial Commercial Bank
County Banks Offices
Florida
ATACHUA ... ettt e et e e st e e e eaaeas 17 64
BIadfOrd......oovveiiieeiieeeeeee e ettt e 3 3
CIEIUS ettt e e e e e et e e e e e e eeaaaaeeeeeeseeaaareeeeesseesaaseeeeessennnnees 12 43
L] PP USSP 13 30
|5 G (SRR 4 5
[ T e (< s SRS 2 3
GHICKTIST ... e e e e et e e e e e e e enneeeenneas 4 6
L 11 R 3 5
)5 (53w F:1 4 L [ TSRS 14 40
L3 & 053 6o 0 PSPPSR 2 2
) 1=To )« BTSRRI 17 79
VY ettt et ettt et e et e et e e abeette e bt e e taeetbeetaeetaeennee s 2 11
A BTG 1T )+ RO 5 5
PaASCO .. e e et aaeeeaas 21 105
PULNAIN ....ooviiiiccecee e e e e e e e e e e aeeeeens 6 13
N T 16 V4 TSR 23 64
SUWAIINEE. ... .uvvviiieieieeiireeee e eeeeeeee e e e e eeer e e e e e eeeareeeeeeeeesaareeeeeeeeesstaeeeseeeensaareeeeas 5 8
1157 103 PP 3 4
WAKULLA ... e e e e e ennees 3 4
AT 110 T e T ) s BTSSR 6 6
Georgia
BIDD et et a e et e e e e e eaaeas 10 50
BUIKE ..ottt et e e e et reeeaeeas 5 10
(57 ¢ | OO USSP PSUSRPRRUSRRSRRI 5 8
LLAUTEIIS ..ttt e e e e et e e e e e e e aaa et e e e e e e e atrareeeeeeans 10 20
TOUD ettt ettt ettt et e st e st e e st e e s ab e e sab e e ab e e bt e e bt e e abeenteeenbaeennee s 10 23
Alabama
(@] 4F:0's 01013 £~ RRRN 6 9

Data obtained from the June 30, 2014 FDIC Summary of Deposits Report.
Seasonality

We believe our commercial banking operations are not generally seasonal in nature; however, public deposits tend to increase
with tax collections in the fourth and first quarters of each year and decline with spending thereafter.

Regulatory Considerations

We must comply with state and federal banking laws and regulations that control virtually all aspects of our operations.
These laws and regulations generally aim to protect our depositors, not necessarily our shareowners or our creditors. Any
changes in applicable laws or regulations may materially affect our business and prospects. Proposed legislative or
regulatory changes may also affect our operations. The following description summarizes some of the laws and regulations
to which we are subject. References to applicable statutes and regulations are brief summaries, do not purport to be
complete, and are qualified in their entirety by reference to such statutes and regulations.

The Company

We are registered with the Board of Governors of the Federal Reserve as a financial holding company under the Bank
Holding Company Act of 1956. As a result, we are subject to supervisory regulation and examination by the Federal Reserve.
The Gramm-Leach-Bliley Act, the Bank Holding Company Act, and other federal laws subject financial holding companies
to particular restrictions on the types of activities in which they may engage, and to a range of supervisory requirements and
activities, including regulatory enforcement actions for violations of laws and regulations.
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Permitted Activities

The Gramm-Leach-Bliley Act modernized the U.S. banking system by: (i) allowing bank holding companies that qualify as
“financial holding companies” such as CCBG to engage in a broad range of financial and related activities; (ii) allowing
insurers and other financial service companies to acquire banks; (iii) removing restrictions that applied to bank holding
company ownership of securities firms and mutual fund advisory companies; and (iv) establishing the overall regulatory
scheme applicable to bank holding companies that also engage in insurance and securities operations. The general effect of
the law was to establish a comprehensive framework to permit affiliations among commercial banks, insurance companies,
securities firms, and other financial service providers. Activities that are financial in nature are broadly defined to include not
only banking, insurance, and securities activities, but also merchant banking and additional activities that the Federal
Reserve, in consultation with the Secretary of the Treasury, determines to be financial in nature, incidental to such financial
activities, or complementary activities that do not pose a substantial risk to the safety and soundness of depository institutions
or the financial system generally.

In contrast to financial holding companies, bank holding companies are limited to managing or controlling banks, furnishing
services to or performing services for its subsidiaries, and engaging in other activities that the Federal Reserve determines by
regulation or order to be so closely related to banking or managing or controlling banks as to be a proper incident thereto. In
determining whether a particular activity is permissible, the Federal Reserve must consider whether the performance of such
an activity reasonably can be expected to produce benefits to the public that outweigh possible adverse effects. Possible
benefits include greater convenience, increased competition, and gains in efficiency. Possible adverse effects include undue
concentration of resources, decreased or unfair competition, conflicts of interest, and unsound banking practices. Despite
prior approval, the Federal Reserve may order a bank holding company or its subsidiaries to terminate any activity or to
terminate ownership or control of any subsidiary when the Federal Reserve has reasonable cause to believe that a serious risk
to the financial safety, soundness or stability of any bank subsidiary of that bank holding company may result from such an
activity.

Changes in Control

Subject to certain exceptions, the Bank Holding Company Act and the Change in Bank Control Act, together with the
applicable regulations, require Federal Reserve approval (or, depending on the circumstances, no notice of disapproval) prior
to any person or company acquiring “control” of a bank or bank holding company. A conclusive presumption of control
exists if an individual or company acquires the power, directly or indirectly, to direct the management or policies of an
insured depository institution or to vote 25% or more of any class of voting securities of any insured depository institution. A
rebuttable presumption of control exists if a person or company acquires 10% or more but less than 25% of any class of
voting securities of an insured depository institution and either the institution has registered securities under Section 12 of the
Securities Exchange Act of 1934, which we will refer to as the Exchange Act, or no other person will own a greater
percentage of that class of voting securities immediately after the acquisition. Our common stock is registered under Section
12 of the Exchange Act.

The Federal Reserve Board maintains a policy statement on minority equity investments in banks and bank holding
companies, that generally permits investors to (i) acquire up to 33% of the total equity of a target bank or bank holding
company, subject to certain conditions, including (but not limited to) that the investing firm does not acquire 15% or more of
any class of voting securities, and (ii) designate at least one director, without triggering the various regulatory requirements
associated with control.

As a financial holding company, we are required to obtain prior approval from the Federal Reserve before (i) acquiring all or
substantially all of the assets of a bank or bank holding company, (ii) acquiring direct or indirect ownership or control of
more than 5% of the outstanding voting stock of any bank or bank holding company (unless we own a majority of such
bank’s voting shares), or (iii) merging or consolidating with any other bank or bank holding company. In determining
whether to approve a proposed bank acquisition, federal bank regulators will consider, among other factors, the effect of the
acquisition on competition, the public benefits expected to be received from the acquisition, the projected capital ratios and
levels on a post-acquisition basis, and the acquiring institution’s record of addressing the credit needs of the communities it
serves, including the needs of low and moderate income neighborhoods, consistent with the safe and sound operation of the
bank, under the Community Reinvestment Act of 1977.

Under Florida law, a person or entity proposing to directly or indirectly acquire control of a Florida bank must also obtain
permission from the Florida Office of Financial Regulation. Florida statutes define “control” as either (i) indirectly or directly
owning, controlling or having power to vote 25% or more of the voting securities of a bank; (ii) controlling the election of a
majority of directors of a bank; (iii) owning, controlling, or having power to vote 10% or more of the voting securities as well
as directly or indirectly exercising a controlling influence over management or policies of a bank; or (iv) as determined by the
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Florida Office of Financial Regulation. These requirements will affect us because CCB is chartered under Florida law and
changes in control of CCBG are indirect changes in control of CCB.

Tying

Financial holding companies and their affiliates are prohibited from tying the provision of certain services, such as extending
credit, to other services or products offered by the holding company or its affiliates, such as deposit products.

Capital; Dividends; Source of Strength

The Federal Reserve imposes certain capital requirements on financial holding companies under the Bank Holding Company
Act, including a minimum leverage ratio and a minimum ratio of “qualifying” capital to risk-weighted assets. These
requirements are described below under “Capital Regulations.” Subject to its capital requirements and certain other
restrictions, we are generally able to borrow money to make a capital contribution to CCB, and such loans may be repaid
from dividends paid from CCB to us. We are also able to raise capital for contributions to CCB by issuing securities without
having to receive regulatory approval, subject to compliance with federal and state securities laws.

In accordance with Federal Reserve policy, which has been codified by the Dodd-Frank Act, we are expected to act as a
source of financial strength to CCB and to commit resources to support CCB in circumstances in which we might not
otherwise do so. In furtherance of this policy, the Federal Reserve may require a financial holding company to terminate any
activity or relinquish control of a nonbank subsidiary (other than a nonbank subsidiary of a bank) upon the Federal Reserve’s
determination that such activity or control constitutes a serious risk to the financial soundness or stability of any subsidiary
depository institution of the financial holding company. Further, federal bank regulatory authorities have additional discretion
to require a financial holding company to divest itself of any bank or nonbank subsidiary if the agency determines that
divestiture may aid the depository institution’s financial condition.

Capital City Bank

CCB is a banking institution that is chartered by and headquartered in the State of Florida, and it is subject to supervision and
regulation by the Florida Office of Financial Regulation. The Florida Office of Financial Regulation supervises and regulates
all areas of CCB’s operations including, without limitation, the making of loans, the issuance of securities, the conduct of
CCB’s corporate affairs, the satisfaction of capital adequacy requirements, the payment of dividends, and the establishment
or closing of banking centers. CCB is also a member bank of the Federal Reserve System, which makes CCB’s operations
subject to broad federal regulation and oversight by the Federal Reserve. In addition, CCB’s deposit accounts are insured by
the FDIC to the maximum extent permitted by law, and the FDIC has certain enforcement powers over CCB.

As a state-chartered banking institution in the State of Florida, CCB is empowered by statute, subject to the limitations
contained in those statutes, to take and pay interest on, savings and time deposits, to accept demand deposits, to make loans
on residential and other real estate, to make consumer and commercial loans, to invest, with certain limitations, in equity
securities and in debt obligations of banks and corporations and to provide various other banking services for the benefit of
CCB’s clients. Various consumer laws and regulations also affect the operations of CCB, including state usury laws, laws
relating to fiduciaries, consumer credit and equal credit opportunity laws, and fair credit reporting. In addition, the Federal
Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”) prohibits insured state chartered institutions from
conducting activities as principal that are not permitted for national banks. A bank, however, may engage in an otherwise
prohibited activity if it meets its minimum capital requirements and the FDIC determines that the activity does not present a
significant risk to the Deposit Insurance Fund.

Reserves

The Federal Reserve requires all depository institutions to maintain reserves against some transaction accounts (primarily
NOW and Super NOW checking accounts). The balances maintained to meet the reserve requirements imposed by the
Federal Reserve may be used to satisfy liquidity requirements. An institution may borrow from the Federal Reserve Bank
“discount window” as a secondary source of funds, provided that the institution meets the Federal Reserve Bank’s credit
standards.

Dividends

CCB is subject to legal limitations on the frequency and amount of dividends that can be paid to us. The Federal Reserve may
restrict the ability of CCB to pay dividends if such payments would constitute an unsafe or unsound banking practice.
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In addition, Florida law and Federal regulation also places restrictions on the declaration of dividends from state chartered
banks to their holding companies. Pursuant to the Florida Financial Institutions Code, the board of directors of state-chartered
banks, after charging off bad debts, depreciation and other worthless assets, if any, and making provisions for reasonably
anticipated future losses on loans and other assets, may quarterly, semi-annually or annually declare a dividend of up to the
aggregate net profits of that period combined with the bank’s retained net profits for the preceding two years and, with the
approval of the Florida Office of Financial Regulation and Federal Reserve, declare a dividend from retained net profits
which accrued prior to the preceding two years. Before declaring such dividends, 20% of the net profits for the preceding
period as is covered by the dividend must be transferred to the surplus fund of the bank until this fund becomes equal to the
amount of the bank’s common stock then issued and outstanding. A state-chartered bank may not declare any dividend if (i)
its net income (loss) from the current year combined with the retained net income (loss) for the preceding two years
aggregates a loss or (ii) the payment of such dividend would cause the capital account of the bank to fall below the minimum
amount required by law, regulation, order or any written agreement with the Florida Office of Financial Regulation or a
federal regulatory agency.

Insurance of Accounts and Other Assessments

CCB pays its deposit insurance assessments to the Deposit Insurance Fund, which is determined through a risk-based
assessment system. Our deposit accounts are currently insured by the Deposit Insurance Fund generally up to a maximum of
$250,000 per separately insured depositor.

Under the current assessment system, the FDIC assigns an institution to one of four categories designed to measure risk, with
the first category having two sub-categories based on the institution’s most recent supervisory and capital evaluations. Total
base assessment rates currently range from 0.025% of deposits for an institution in the highest sub-category of the highest
category to 0.45% of deposits for an institution in the lowest category.

In addition, all FDIC insured institutions are required to pay assessments to the FDIC at an annual rate of approximately six
tenths of a basis point of insured deposits to fund interest payments on bonds issued by the Financing Corporation, an agency
of the federal government established to recapitalize the predecessor to the Savings Association Insurance Fund. These
assessments will continue until the Financing Corporation bonds mature in 2017 through 2019.

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

Transactions With Affiliates

Pursuant to Sections 23A and 23B of the Federal Reserve Act and Regulation W, the authority of CCB to engage in
transactions with related parties or “affiliates” or to make loans to insiders is limited. Loan transactions with an “affiliate”
generally must be collateralized and certain transactions between CCB and its “affiliates”, including the sale of assets, the
payment of money or the provision of services, must be on terms and conditions that are substantially the same, or at least as
favorable to CCB, as those prevailing for comparable nonaffiliated transactions. In addition, CCB generally may not
purchase securities issued or underwritten by affiliates.

Loans to executive officers, directors or to any person who directly or indirectly, or acting through or in concert with one or
more persons, owns, controls or has the power to vote more than 10% of any class of voting securities of a bank, which we
refer to as “10% Shareowners”, or to any political or campaign committee the funds or services of which will benefit those
executive officers, directors, or 10% Shareowners or which is controlled by those executive officers, directors or 10%
Shareowners, are subject to Sections 22(g) and 22(h) of the Federal Reserve Act and their corresponding regulations
(Regulation O) and Section 13(k) of the Exchange Act relating to the prohibition on personal loans to executives (which
exempts financial institutions in compliance with the insider lending restrictions of Section 22(h) of the Federal Reserve Act).
Among other things, these loans must be made on terms substantially the same as those prevailing on transactions made to
unaffiliated individuals and certain extensions of credit to those persons must first be approved in advance by a disinterested
majority of the entire board of directors. Section 22(h) of the Federal Reserve Act prohibits loans to any of those individuals
where the aggregate amount exceeds an amount equal to 15% of an institution’s unimpaired capital and surplus plus an
additional 10% of unimpaired capital and surplus in the case of loans that are fully secured by readily marketable collateral,
or when the aggregate amount on all of the extensions of credit outstanding to all of these persons would exceed CCB’s
unimpaired capital and unimpaired surplus. Section 22(g) identifies limited circumstances in which CCB is permitted to
extend credit to executive officers.
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Community Reinvestment Act

The Community Reinvestment Act and its corresponding regulations are intended to encourage banks to help meet the credit
needs of their service area, including low and moderate income neighborhoods, consistent with the safe and sound operations
of the banks. These regulations provide for regulatory assessment of a bank’s record in meeting the credit needs of its service
area. Federal banking agencies are required to make public a rating of a bank’s performance under the Community
Reinvestment Act. The Federal Reserve considers a bank’s Community Reinvestment Act rating when the bank submits an
application to establish bank branches, merge, or acquire the assets and assume the liabilities of another bank. In the case of a
financial holding company, the Community Reinvestment Act performance record of all banks involved in the merger or
acquisition are reviewed in connection with the filing of an application to acquire ownership or control of shares or assets of
a bank or to merge with any other bank or financial holding company. An unsatisfactory record can substantially delay or
block the transaction. CCB received a satisfactory rating on its most recent Community Reinvestment Act assessment.

Capital Regulations

The federal banking regulators have adopted risk-based, capital adequacy guidelines for financial holding companies and
their subsidiary state-chartered banks. The risk-based capital guidelines are designed to make regulatory capital requirements
more sensitive to differences in risk profiles among banks and financial holding companies, to account for off-balance sheet
exposure, to minimize disincentives for holding liquid assets and to achieve greater consistency in evaluating the capital
adequacy of major banks throughout the world. Under these guidelines, assets and off-balance sheet items are assigned to
broad risk categories each with designated weights. The resulting capital ratios represent capital as a percentage of total risk-
weighted assets and off-balance sheet items.

The federal banking regulators adopted risk-based capital adequacy guidelines for U.S. banks. As described above, the
federal banking regulators have adopted final rules that became effective January 1, 2015 for community banks. These final
rules represent major changes to the current general risk-based capital rule, and are designed to substantially conform to the
Basel 111 international standards. The risk-based capital guidelines are designed to make regulatory capital requirements more
sensitive to differences in risk profiles among banks and bank holding companies, to account for off-balance sheet exposure,
to minimize disincentives for holding liquid assets, and to achieve greater consistency in evaluating the capital adequacy of
major banks throughout the world. Under these guidelines, assets and off-balance sheet items are assigned to broad risk
categories each with designated weights. The resulting capital ratios represent capital as a percentage of total risk-weighted
assets and off-balance sheet items.

Under the final rule, minimum requirements increased for both the quality and quantity of capital held by banking
organizations. In this respect, the final rule implements strict eligibility criteria for regulatory capital instruments and
improves the methodology for calculating risk-weighted assets to enhance risk sensitivity. Consistent with the international
Basel framework, the rule includes a new minimum ratio of Common Equity Tier I Capital to Risk-Weighted Assets of 4.5%
and a Common Equity Tier I Capital conservation buffer of 2.5% of risk-weighted assets. The conservation buffer will be
phased in beginning on January 1, 2016 through 2019. The rule also, among other things, raises the minimum ratio of Tier I
Capital to Risk-Weighted Assets from 4% to 6% and includes a minimum leverage ratio of 4% for all banking organizations.

In computing total risk-weighted assets, bank and bank holding company assets are given risk-weights of 0%, 20%, 50% and
100%. In addition, certain off-balance sheet items are given similar credit conversion factors to convert them to asset
equivalent amounts to which an appropriate risk-weight will apply. Most loans will be assigned to the 100% risk category,
except for performing first mortgage loans fully secured by 1- to 4-family and certain multi-family residential property,
which carry a 50% risk rating. Most investment securities (including, primarily, general obligation claims on states or other
political subdivisions of the United States) will be assigned to the 20% category, except for municipal or state revenue bonds,
which have a 50% risk-weight, and direct obligations of the U.S. Treasury or obligations backed by the full faith and credit of
the U.S. Government, which have a 0% risk-weight. In covering off-balance sheet items, direct credit substitutes, including
general guarantees and standby letters of credit backing financial obligations, are given a 100% conversion factor.
Transaction-related contingencies such as bid bonds, standby letters of credit backing nonfinancial obligations, and undrawn
commitments (including commercial credit lines with an initial maturity of more than one year) have a 50% conversion
factor. Short-term commercial letters of credit are converted at 20% and certain short-term unconditionally cancelable
commitments have a 0% factor.

The new capital regulations may also impact the treatment of accumulated comprehensive income (“AOCI”) for regulatory
capital purposes. Under the new rules, AOCI would generally flow through to regulatory capital, however, community banks
and their holding companies may make a one-time irrevocable opt-out election to continue to treat ACOI the same as under
the old regulations for regulatory capital purposes. This election must be made on the first call report or bank holding
company annual report (on form FR Y-9C) filed after January 1, 2015. Additionally, the new rules also permit community
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banks with less than $15 billion in total assets to continue to count certain non-qualifying capital instruments issued prior to
May 19, 2010, including trust preferred securities and cumulative perpetual preferred stock, as Tier I capital (subject to a
limit of 25% of Tier I capital). However, non-qualifying capital instruments issued on or after May 19, 2010 will not qualify
for Tier I capital treatment.

Federal law and regulations establish a capital-based regulatory scheme designed to promote early intervention for troubled
banks and require the FDIC to choose the least expensive resolution of bank failures. The capital-based regulatory framework
contains five categories of compliance with regulatory capital requirements, including “well capitalized,” “adequately
capitalized,” “undercapitalized,” “significantly undercapitalized,” and “critically undercapitalized.” To qualify as a “well-
capitalized” institution under the new rules in effect as of January 1, 2015, a bank must have a leverage ratio of not less than
5%, a Tier | Common Equity ratio of not less than 6.5%, a Tier I Capital ratio of not less than 8%, and a total risk-based
capital ratio of not less than 10%, and the bank must not be under any order or directive from the appropriate regulatory
agency to meet and maintain a specific capital level. To qualify as a “well-capitalized” institution under the rules in effect
prior to January 1, 2015, a bank must have had a leverage ratio of not less than 5%, a Tier I Capital ratio of not less than 6%,
and a total risk-based capital ratio of not less than 10%, and the bank must not have been under any order or directive from
the appropriate regulatory agency that required the bank to meet and maintain a specific capital level.

Under the regulations, the applicable agency can treat an institution as if it were in the next lower category if the agency
determines (after notice and an opportunity for hearing) that the institution is in an unsafe or unsound condition or is
engaging in an unsafe or unsound practice. The degree of regulatory scrutiny of a financial institution will increase, and the
permissible activities of the institution will decrease, as it moves downward through the capital categories. Institutions that
fall into one of the three undercapitalized categories may be required to (i) submit a capital restoration plan; (ii) raise
additional capital; (iii) restrict their growth, deposit interest rates, and other activities; (iv) improve their management; (v)
eliminate management fees; or (vi) divest themselves of all or a part of their operations. It should be noted that the minimum
ratios referred to above are merely guidelines and the bank regulators possess the discretionary authority to require higher
capital ratios.

As of December 31, 2014, we exceeded the requirements contained in the applicable regulations, policies and directives
pertaining to capital adequacy to be classified as “well capitalized” under both the prior capital adequacy rules and those now
in effect for community banks as of January 1, 2015, and are unaware of any material violation or alleged violation of these
regulations, policies or directives (see table below). Rapid growth, poor loan portfolio performance, or poor earnings
performance, or a combination of these factors, could change our capital position in a relatively short period of time, making
additional capital infusions necessary.

To Be Well-
Capitalized
Under
Required Prompt
For Capital Corrective
Adequacy Action
Actual Purposes' Provisions
(Dollars in thousands) Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2014:
Tier I Capital:
CCBG ..ot $269,503 16.67% § 64,656 4.00% * *
CCB .t 261,655 16.24% 64,458 4.00% 96,687 6.00%
Total Capital:
CCBG .o 287,042 17.76% 129,313 8.00% * *
CCB ittt 279,194 17.33% 128,916 8.00% 161,145 10.00%
Tier I Leverage:
CCBG ...ttt 269,503 10.99% 98,090 4.00% * *
CCB .ttt 261,655 10.70% 97,834 4.00% 122,293 5.00%

(" Based on the capital adequacy guidelines in effect prior to January 1, 2015.
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Prompt Corrective Action

Immediately upon becoming undercapitalized, a depository institution becomes subject to the provisions of Section 38 of the
Federal Deposit Insurance Act, which: (i) restrict payment of capital distributions and management fees; (ii) require that the
appropriate federal banking agency monitor the condition of the institution and its efforts to restore its capital; (iii) require
submission of a capital restoration plan; (iv) restrict the growth of the institution’s assets; and (v) require prior approval of
certain expansion proposals. The appropriate federal banking agency for an undercapitalized institution also may take any
number of discretionary supervisory actions if the agency determines that any of these actions is necessary to resolve the
problems of the institution at the least possible long-term cost to the deposit insurance fund, subject in certain cases to
specified procedures. These discretionary supervisory actions include: (i) requiring the institution to raise additional capital,
(ii) restricting transactions with affiliates; (iii) requiring divestiture of the institution or the sale of the institution to a willing
purchaser; and (iv) any other supervisory action that the agency deems appropriate. These and additional mandatory and
permissive supervisory actions may be taken with respect to significantly undercapitalized and critically undercapitalized
institutions.

Interstate Banking and Branching

The Bank Holding Company Act, amended by the Interstate Banking Act, provides that adequately capitalized and managed
financial and bank holding companies are permitted to acquire banks in any state.

State laws prohibiting interstate banking or discriminating against out-of-state banks are preempted. States are not permitted
to enact laws opting out of this provision; however, states are allowed to adopt a minimum age restriction requiring that
target banks located within the state be in existence for a period of time, up to a maximum of five years, before a bank may
be subject to the Interstate Banking Act. Also, the Dodd-Frank Act, added deposit caps which prohibit acquisitions that result
in the acquiring company controlling 30% or more of the deposits of insured banks and thrift institutions held in the state in
which the target maintains a branch or 10% or more of the deposits nationwide. States have the authority to waive the 30%
deposit cap. State-level deposit caps are not preempted as long as they do not discriminate against out-of-state companies,
and the federal deposit caps apply only to initial entry acquisitions.

Under the Dodd-Frank Act, national banks and state banks are able to establish branches in any state if that state would
permit the establishment of the branch by a state bank chartered in that state. Florida law permits a state bank to establish a
branch of the bank anywhere in Florida. Accordingly, under the Dodd-Frank Act, a bank with its headquarters outside the
State of Florida may establish branches anywhere within Florida.

Anti-money Laundering

The Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of
2001 (“USA PATRIOT Act”), provides the federal government with additional powers to address terrorist threats through
enhanced domestic security measures, expanded surveillance powers, increased information sharing and broadened anti-
money laundering requirements. By way of amendments to the Bank Secrecy Act (“BSA”), the USA PATRIOT Act puts in
place measures intended to encourage information sharing among bank regulatory and law enforcement agencies. In addition,
certain provisions of the USA PATRIOT Act impose affirmative obligations on a broad range of financial institutions.

Among other requirements, the USA PATRIOT Act and the related Federal Reserve regulations require banks to establish
anti-money laundering programs that include, at a minimum:

e internal policies, procedures and controls designed to implement and maintain the savings association’s compliance
with all of the requirements of the USA PATRIOT Act, the BSA and related laws and regulations;

e systems and procedures for monitoring and reporting of suspicious transactions and activities;
e adesignated compliance officer;

e employee training;

e an independent audit function to test the anti-money laundering program;

e procedures to verify the identity of each clients upon the opening of accounts; and

e heightened due diligence policies, procedures and controls applicable to certain foreign accounts and relationships.

Additionally, the USA PATRIOT Act requires each financial institution to develop a customer identification program
(“CIP”) as part of our anti-money laundering program. The key components of the CIP are identification, verification,
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government list comparison, notice and record retention. The purpose of the CIP is to enable the financial institution to
determine the true identity and anticipated account activity of each customer. To make this determination, among other
things, the financial institution must collect certain information from customers at the time they enter into the customer
relationship with the financial institution. This information must be verified within a reasonable time through documentary
and non-documentary methods. Furthermore, all customers must be screened against any CIP-related government lists of
known or suspected terrorists. We and our affiliates have adopted policies, procedures and controls designed to comply with
the BSA and the USA PATRIOT Act.

Regulatory Enforcement Authority

Federal and state banking laws grant substantial enforcement powers to federal and state banking regulators. This
enforcement authority includes, among other things, the ability to assess civil money penalties, to issue cease and desist or
removal orders and to initiate injunctive actions against banking organizations and institution-affiliated parties. In general,
these enforcement actions may be initiated for violations of laws and regulations and unsafe or unsound practices. Other
actions or inactions may provide the basis for enforcement action, including misleading or untimely reports filed with
regulatory authorities.

Federal Home Loan Bank System

CCB is a member of the Federal Home Loan Bank (“FHLB”) of Atlanta, which is one of 12 regional Federal Home Loan
Banks. Each FHLB serves as a reserve or central bank for its members within its assigned region. It is funded primarily from
funds deposited by member institutions and proceeds from the sale of consolidated obligations of the FHLB system. It makes
loans to members (i.e. advances) in accordance with policies and procedures established by the board of trustees of the
FHLB.

As a member of the FHLB of Atlanta, CCB is required to own capital stock in the FHLB in an amount at least equal to 0.09%
(or 9 basis points), which is subject to annual adjustments, of the CCB’s total assets at the end of each calendar year (with a
dollar cap of $15 million), plus 4.5% of its outstanding advances (borrowings) from the FHLB of Atlanta under the activity-
based stock ownership requirement. As of December 31, 2014, CCB was in compliance with this requirement.

Privacy

Under the Gramm-Leach-Bliley Act, federal banking regulators adopted rules limiting the ability of banks and other financial
institutions to disclose nonpublic information about consumers to nonaffiliated third parties. The rules require disclosure of
privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal
information to nonaffiliated third parties.

Overdraft Fee Regulation

The Electronic Fund Transfer Act prohibits financial institutions from charging consumers fees for paying overdrafts on
automated teller machines (“ATM”) and one-time debit card transactions, unless a consumer consents, or opts in, to the
overdraft service for those type of transactions. If a consumer does not opt in, any ATM transaction or debit that overdraws
the consumer’s account will be denied. Overdrafts on the payment of checks and regular electronic bill payments are not
covered by this rule. Before opting in, the consumer must be provided a notice that explains the financial institution’s
overdraft services, including the fees associated with the service, and the consumer’s choices. Financial institutions must
provide consumers who do not opt in with the same account terms, conditions and features (including pricing) that they
provide to consumers who do opt in.

Consumer Laws and Regulations

CCB is also subject to other federal and state consumer laws and regulations that are designed to protect consumers in
transactions with banks. While the list set forth below is not exhaustive, these laws and regulations include the Truth in
Lending Act, the Truth in Savings Act, the Electronic Funds Transfer Act, the Expedited Funds Availability Act, the Check
Clearing for the 21st Century Act, the Fair Credit Reporting Act, the Equal Credit Opportunity Act, the Fair Housing Act, the
Home Mortgage Disclosure Act, the Fair and Accurate Credit Transactions Act, the Mortgage Disclosure Improvement Act,
and the Real Estate Settlement Procedures Act, among others. These laws and regulations mandate certain disclosure
requirements and regulate the manner in which financial institutions must deal with customers when taking deposits or
making loans to such customers. CCB must comply with the applicable provisions of these consumer protection laws and
regulations as part of its ongoing customer relations.
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The Volcker Rule

Section 619 of the Dodd-Frank Act, commonly known as the Volcker Rule, prohibits us from owning, sponsoring, or having
certain relationships with any hedge funds or private equity funds, subject to certain exemptions. The Volcker Rule directed
the federal banking, securities and commodities and futures regulatory agencies to undertake a coordinated rulemaking effort
to create rules implementing the Volcker Rule. The final interagency rules implementing the Volcker Rule, which were
issued in December 2013 and became effective on April 1, 2014, afford financial institutions a two-year conformance period
during which they can wind-down, sell, or otherwise conform their respective activities, investments and relationships to the
requirements of the Volcker Rule and its implementing regulations. We do not believe that the Volcker Rule or the final
interagency rules implementing the Volcker Rule will have a material impact on our investment activities since we do not
engage in transactions covered by the regulation.

Future Legislative Developments

Various legislative acts are from time to time introduced in Congress and the Florida legislature. This legislation may change
banking statutes and the environment in which our banking subsidiary and we operate in substantial and unpredictable ways.
We cannot determine the ultimate effect that potential legislation, if enacted, or implementing regulations with respect
thereto, would have upon our financial condition or results of operations or that of our banking subsidiary.

Effect of Governmental Monetary Policies

The commercial banking business in which CCB engages is affected not only by general economic conditions, but also by the
monetary policies of the Federal Reserve. Changes in the discount rate on member bank borrowing, availability of borrowing
at the “discount window,” open market operations, the imposition of changes in reserve requirements against member banks’
deposits and assets of foreign banking centers and the imposition of and changes in reserve requirements against certain
borrowings by banks and their affiliates are some of the instruments of monetary policy available to the Federal Reserve.
These monetary policies are used in varying combinations to influence overall growth and distributions of bank loans,
investments and deposits, and this use may affect interest rates charged on loans or paid on deposits. The monetary policies
of the Federal Reserve have had a significant effect on the operating results of commercial banks and are expected to
continue to do so in the future. The monetary policies of the Federal Reserve are influenced by various factors, including
inflation, unemployment, and short-term and long-term changes in the international trade balance and in the fiscal policies of
the U.S. Government. Future monetary policies and the effect of such policies on the future business and earnings of CCB
cannot be predicted.

Income Taxes

We are subject to income taxes at the federal level and subject to state taxation based on the laws of each state in which we
operate. We file a consolidated federal tax return with a fiscal year ending on December 31.

Website Access to Company’s Reports

Our Internet website is www.ccbg.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K, including any amendments to those reports filed or furnished pursuant to section 13(a) or 15(d), and reports filed
pursuant to Section 16, 13(d), and 13(g) of the Exchange Act are available free of charge through our website as soon as
reasonably practicable after they are electronically filed with, or furnished to, the Securities and Exchange Commission. The
information on our website is not incorporated by reference into this report.

Item 1A.  Risk Factors

An investment in our common stock contains a high degree of risk. You should consider carefully the following risk factors
before deciding whether to invest in our common stock. Our business, including our operating results and financial
condition, could be harmed by any of these risks. Additional risks and uncertainties not currently known to us or that we
currently deem to be immaterial also may materially and adversely affect our business. The trading price of our common
stock could decline due to any of these risks, and you may lose all or part of your investment. In assessing these risks, you
should also refer to the other information contained in our filings with the SEC, including our financial statements and
related notes.
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Risks Related to Our Business

We may incur losses if we are unable to successfully manage interest rate risk.

Our profitability depends to a large extent on Capital City Bank’s net interest income, which is the difference between
income on interest-earning assets, such as loans and investment securities, and expense on interest-bearing liabilities such as
deposits and borrowings. We are unable to predict changes in market interest rates, which are affected by many factors
beyond our control, including inflation, recession, unemployment, federal funds target rate, money supply, domestic and
international events and changes in the United States and other financial markets. Our net interest income may be reduced if:
(1) more interest-earning assets than interest-bearing liabilities reprice or mature during a time when interest rates are
declining or (ii) more interest-bearing liabilities than interest-earning assets reprice or mature during a time when interest
rates are rising.

Changes in the difference between short- and long-term interest rates may also harm our business. For example, short-term
deposits may be used to fund longer-term loans. When differences between short-term and long-term interest rates shrink or
disappear, as is likely to continue in the current zero-interest-rate-policy environment, the spread between rates paid on
deposits and received on loans could narrow significantly, decreasing our net interest income.

If market interest rates rise rapidly, interest rate adjustment caps may limit increases in the interest rates on adjustable rate
loans, thereby reducing our net interest income.

Our loan portfolio includes loans with a higher risk of loss which could lead to higher loan losses and nonperforming
assets.

We originate commercial real estate loans, commercial loans, construction loans, vacant land loans, consumer loans, and
residential mortgage loans primarily within our market area. Commercial real estate, commercial, construction, vacant land,
and consumer loans may expose a lender to greater credit risk than traditional fixed rate fully amortizing loans secured by
single-family residential real estate because the collateral securing these loans may not be sold as easily as single-family
residential real estate. In addition, these loan types tend to involve larger loan balances to a single borrower or groups of
related borrowers and are more susceptible to a risk of loss during a downturn in the business cycle. These loans also have
historically had greater credit risk than other loans for the following reasons:

e Commercial Real Estate Loans. Repayment is dependent on income being generated in amounts sufficient to
cover operating expenses and debt service. These loans also involve greater risk because they are generally not fully
amortizing over the loan period, but rather have a balloon payment due at maturity. A borrower’s ability to make a
balloon payment typically will depend on the borrower’s ability to either refinance the loan or timely sell the
underlying property. As of December 31, 2014, commercial mortgage loans comprised approximately 35.4% of our
total loan portfolio.

e Commercial Loans. Repayment is generally dependent upon the successful operation of the borrower’s business. In
addition, the collateral securing the loans may depreciate over time, be difficult to appraise, be illiquid, or fluctuate
in value based on the success of the business. As of December 31, 2014, commercial loans comprised approximately
9.5% of our total loan portfolio.

e Construction Loans. The risk of loss is largely dependent on our initial estimate of whether the property’s value at
completion equals or exceeds the cost of property construction and the availability of take-out financing. During the
construction phase, a number of factors can result in delays or cost overruns. If our estimate is inaccurate or if actual
construction costs exceed estimates, the value of the property securing our loan may be insufficient to ensure full
repayment when completed through a permanent loan, sale of the property, or by seizure of collateral. As of
December 31, 2014, construction loans comprised approximately 3.0% of our total loan portfolio.

e Vacant Land Loans. Because vacant or unimproved land is generally held by the borrower for investment purposes
or future use, payments on loans secured by vacant or unimproved land will typically rank lower in priority to the
borrower than a loan the borrower may have on their primary residence or business. These loans are susceptible to
adverse conditions in the real estate market and local economy. As of December 31, 2014, vacant land loans
comprised approximately 4.6% of our total loan portfolio.

e HELOCS. Our open-ended home equity loans have an interest-only draw period followed by a five year repayment
period of 0.75% of the principal balance monthly and a balloon payment at maturity. Upon the commencement of the
repayment period, the monthly payment can increase significantly, thus, there is a heightened risk that the borrower
will be unable to pay the increased payment. Further, these loans also involve greater risk because they are generally
not fully amortizing over the loan period, but rather have a balloon payment due at maturity. A borrower’s ability to
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make a balloon payment may depend on the borrower’s ability to either refinance the loan or timely sell the underlying
property. As of December 31, 2014, HELOCs comprised approximately 15.9% of our total loan portfolio.

e Consumer Loans. Consumer loans (such as personal lines of credit) are collateralized, if at all, with assets that may
not provide an adequate source of payment of the loan due to depreciation, damage, or loss. As of December 31,
2014, consumer loans comprised approximately 15.1% of our total loan portfolio.

The increased risks associated with these types of loans result in a correspondingly higher probability of default on such
loans (as compared to fixed rated fully amortizing single-family real estate loans). Loan defaults would likely increase our
loan losses and nonperforming assets and could adversely affect our allowance for loan losses.

We process, maintain, and transmit confidential client information through our information technology systems, such
as our online banking service. Cybersecurity issues, such as security breaches and computer viruses, affecting our
information technology systems or fraud related to our credit or debit card products could disrupt our business,
result in the unintended disclosure or misuse of confidential or proprietary information, damage our reputation,
increase our costs, and cause losses.

We collect and store sensitive data, including our proprietary business information and that of our clients, and personally
identifiable information of our clients and employees, in our information technology systems. We also provide our clients the
ability to bank online. The secure processing, maintenance, and transmission of this information is critical to our operations.
Our network, or those of our clients, could be vulnerable to unauthorized access, computer viruses, phishing schemes and
other security problems. Financial institutions and companies engaged in data processing have increasingly reported breaches
in the security of their websites or other systems, some of which have involved sophisticated and targeted attacks intended to
obtain unauthorized access to confidential information, destroy data, disrupt or degrade service, sabotage systems or cause
other damage.

We may be required to spend significant capital and other resources to protect against the threat of security breaches and
computer viruses, or to alleviate problems caused by security breaches or viruses. Security breaches and viruses could expose
us to claims, litigation and other possible liabilities. Any inability to prevent security breaches or computer viruses could also
cause existing clients to lose confidence in our systems and could adversely affect our reputation and our ability to generate
deposits.

Additionally, fraud losses related to credit and debit cards have risen in recent years due in large part to growing and evolving
schemes to illegally use cards or steal consumer credit card information despite risk management practices employed by the
credit and debit card industry. Many issuers of debit and credit cards have suffered significant losses in recent years due to
the theft of cardholder data that has been illegally exploited for personal gain.

The potential for credit and debit card fraud against us or our clients and our third party service providers is a serious issue.
Credit card fraud is pervasive and the risks of cybercrime are complex and continue to evolve. In view of the recent high-
profile retail data breaches involving client personal and financial information, the potential impact on us and any exposure to
consumer losses and the cost of technology investments to improve security could cause losses to us or our clients, damage to
our brand, and an increase in our costs.

An inadequate allowance for loan losses would reduce our earnings.

We are exposed to the risk that our clients will be unable to repay their loans according to their terms and that any collateral
securing the payment of their loans will not be sufficient to assure full repayment. This could result in credit losses that are
inherent in the lending business. We evaluate the collectability of our loan portfolio and provide an allowance for loan losses
that we believe is adequate based upon such factors as:

o the risk characteristics of various classifications of loans;
e previous loan loss experience;

e specific loans that have loss potential;

e delinquency trends;

e estimated fair market value of the collateral,

e current economic conditions; and

e geographic and industry loan concentrations.
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As of December 31, 2014, the Bank’s allowance for loan losses was $17.5 million, which represented approximately 1.22%
of its total amount of loans. The Bank had $16.8 million in nonaccruing loans as of December 31, 2014. The allowance is
based on management’s reasonable estimate and may not prove sufficient to cover future loan losses. Although management
uses the best information available to make determinations with respect to the allowance for loan losses, future adjustments
may be necessary if economic conditions differ substantially from the assumptions used or adverse developments arise with
respect to the Bank’s nonperforming or performing loans. In addition, regulatory agencies, as an integral part of their
examination process, periodically review the estimated losses on loans. Such agencies may require us to recognize additional
losses based on their judgments about information available to them at the time of their examination. Accordingly, the
allowance for loan losses may not be adequate to cover loan losses or significant increases to the allowance may be required
in the future if economic conditions should worsen. Material additions to the Bank’s allowance for loan losses would
adversely impact our net income and capital in future periods, while having the effect of overstating our current period
earnings.

Since we engage in lending secured by real estate and may be forced to foreclose on the collateral property and own
the underlying real estate, we may be subject to the increased costs associated with the ownership of real property,
which could result in reduced net income.

Since we originate loans secured by real estate, we may have to foreclose on the collateral property to protect our investment
and may thereafter own and operate such property, in which case we are exposed to the risks inherent in the ownership of real
estate.

The amount that we, as a mortgagee, may realize after a default is dependent upon factors outside of our control, including,
but not limited to:

e general or local economic conditions;

e environmental cleanup liability;

e neighborhood values;

e interest rates;

e real estate tax rates;

e operating expenses of the mortgaged properties;

e supply of and demand for rental units or properties;

e ability to obtain and maintain adequate occupancy of the properties;
e  zoning laws;

e governmental rules, regulations and fiscal policies; and

e acts of God.

Certain expenditures associated with the ownership of real estate, principally real estate taxes and maintenance costs, may
adversely affect the income from the real estate. Therefore, the cost of operating real property may exceed the rental income
earned from such property, and we may have to advance funds in order to protect our investment or we may be required to
dispose of the real property at a loss.

Liquidity risk could impair our ability to fund operations and jeopardize our financial condition.

Liquidity is essential to our business. An inability to raise funds through deposits, borrowings, and other sources, could have
a substantial negative effect on our liquidity. Our access to funding sources in amounts adequate to finance our activities on
terms that are acceptable to us could be impaired by factors that affect us specifically or the financial services industry or
economy in general. Factors that could negatively impact our access to liquidity sources include a decrease in the level of our
business activity as a result of a downturn in the markets in which our loans are concentrated, adverse regulatory action
against us, or our inability to attract and retain deposits. Our ability to borrow could be impaired by factors that are not
specific to us, such a disruption in the financial markets or negative views and expectations about the prospects for the
financial services industry.
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Our future success is dependent on our ability to compete effectively in the highly competitive banking industry.

We face vigorous competition from other banks and other financial institutions, including savings and loan associations,
savings banks, finance companies and credit unions for deposits, loans and other financial services in our market area. A
number of these banks and other financial institutions are significantly larger than we are and have substantially greater
access to capital and other resources, as well as larger lending limits and branch systems, and offer a wider array of banking
services. To a limited extent, we also compete with other providers of financial services, such as money market mutual funds,
brokerage firms, consumer finance companies, insurance companies and governmental organizations which may offer more
favorable financing than we can. Many of our non-bank competitors are not subject to the same extensive regulations that
govern our activities. As a result, these non-bank competitors have advantages over us in providing certain services. This
competition may reduce or limit our margins and our market share and may adversely affect our results of operations and
financial condition.

Risks Related to Regulation and Legislation

We are subject to extensive regulation, including an unprecedented increase in new regulation, which could restrict
our activities and impose financial requirements or limitations on the conduct of our business.

Both CCBG and the Bank are subject to extensive regulation, supervision and examination by our regulators, including the
Florida Office of Financial Regulation, the Federal Reserve, and the FDIC. Our compliance with these industry regulations is
costly and restricts certain of our activities, including payment of dividends, mergers and acquisitions, investments, loans and
interest rates charged, interest rates paid on deposits, access to capital and brokered deposits and locations of banking offices.
If we are unable to meet these regulatory requirements, our financial condition, liquidity and results of operations would be
materially and adversely affected.

We are experiencing an unprecedented increase in regulations and supervision. Significant new legislation and regulations
affecting the financial services industry have been adopted or proposed in recent years, such as the Dodd-Frank Wall Street
Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, into law. Congress and our regulators continue to
develop, propose and adopt rules and propose new regulatory initiatives, so the cumulative effect of all of the new legislation
and regulations on our business and operations remains uncertain.

We must also meet regulatory capital requirements imposed by our regulators. An inability to meet these capital requirements
would result in numerous mandatory supervisory actions and additional regulatory restrictions, and could have a negative
impact on our financial condition, liquidity and results of operations.

In addition to the regulations of the Florida Office of Financial Regulation, the Federal Reserve, and the FDIC, as a member
of the Federal Home Loan Bank, the Bank must also comply with applicable regulations of the Federal Housing Finance
Agency and the Federal Home Loan Bank.

The Bank’s activities are also regulated under consumer protection laws applicable to our lending, deposit and other
activities. Many of these regulations are intended primarily for the protection of our depositors and the Deposit Insurance
Fund and not for the benefit of our shareowners. Our failure to comply with these laws and regulations, even if the failure
follows good faith effort or reflects a difference in interpretation, could subject us to restrictions on our business activities,
fines and other penalties, any of which could adversely affect our results of operations, capital base and the price of our
securities. Further, any new laws, rules and regulations could make compliance more difficult or expensive or otherwise
adversely affect our business and financial condition. Please refer to the Section entitled “Business — Regulatory
Considerations” in this Report.

The new Basel III Capital Standards may have an adverse effect on us.

In 2013, the Federal Reserve Board released its final rules which implement in the United States the Basel I1I regulatory
capital reforms from the Basel Committee on Banking Supervision and certain changes required by the Dodd-Frank Act.
Under the final rule, minimum requirements increased for both the quality and quantity of capital held by banking
organizations. Consistent with the international Basel framework, the rule includes a new minimum ratio of Common Equity
Tier I Capital to Risk-Weighted Assets of 4.5% and a Common Equity Tier I Capital conservation buffer of 2.5% of risk-
weighted assets that apply to all supervised financial institutions. The rule also, among other things, raised the minimum ratio
of Tier I Capital to Risk-Weighted Assets from 4% to 6% and included a minimum leverage ratio of 4% for all banking
organizations. We became subject to the new rules effective January 1, 2015. The impact of the new capital rules requires us
to maintain higher levels of capital, which we expect will lower our return on equity.
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Compliance with the Consumer Financial Protection Bureau’s ability-to-repay rule safe-harbor could adversely
impact our growth or profitability.

The Consumer Financial Protection Bureau issued a rule, effective as of January 14, 2014, designed to clarify for lenders how
they can avoid monetary damages under the Dodd-Frank Act, which holds lenders accountable for ensuring a borrower’s
ability to repay a mortgage. Loans that satisfy the “qualified mortgage” safe-harbor will be presumed to have complied with
the new ability-to-repay standard. Under the Consumer Financial Protection Bureau’s rule, a “qualified mortgage” loan must
not contain certain specified features, including but not limited to:

e excessive upfront points and fees (those exceeding 3% of the total loan amount, less “bona fide discount points” for
prime loans);

e interest-only payments;
e negative-amortization; and

e terms longer than 30 years.

Also, to qualify as a “qualified mortgage,” a borrower’s total monthly debt-to-income ratio may not exceed 43%. Lenders
must also verify and document the income and financial resources relied upon to qualify the borrower for the loan and
underwrite the loan based on a fully amortizing payment schedule and maximum interest rate during the first five years,
taking into account all applicable taxes, insurance and assessments. The Consumer Financial Protection Bureau’s rule on
qualified mortgages could limit our ability or desire to make certain types of loans or loans to certain borrowers, or could
make it more expensive and/or time consuming to make these loans, which could adversely impact our growth or
profitability.

The Federal Reserve’s repeal of the prohibition against payment of interest on demand deposits (Regulation Q) may
increase competition for such deposits and ultimately increase interest expense.

A major portion of our net income comes from our interest rate spread, which is the difference between the interest rates we
pay on amounts used to fund assets, such as deposits, and the interest rates and fees we receive on our interest-earning assets.
Our interest-earning assets include outstanding loans extended to our clients and securities held in our investment portfolio.
We fund assets using deposits and other borrowings. Our strategy is to manage the mix of our deposits rather than compete
on rate. As a result, approximately 30.7% of our deposits were noninterest-bearing as of December 31, 2014.

In 2011, the Federal Reserve issued final rules to repeal Regulation Q, which had prohibited the payment of interest on
demand deposits by institutions that are member banks of the Federal Reserve System. The final rules implement Section 627
of the Dodd-Frank Act, which repealed Section 19(i) of the Federal Reserve Act in its entirety. As a result, banks and thrifts
are now permitted to offer interest-bearing demand deposit accounts to commercial clients, which were previously forbidden
under Regulation Q. The repeal of Regulation Q may cause increased competition from other financial institutions for these
deposits. If we decide to pay interest on demand accounts, we would expect our interest expense to increase. Although
Regulation Q has been effective for over three years, the impact may not have been realized yet because of the current zero
interest rate policy environment.

Florida financial institutions, such as the Bank, face a higher risk of noncompliance and enforcement actions with the
Bank Secrecy Act and other anti-money laundering statutes and regulations.

Since September 11, 2001, banking regulators have intensified their focus on anti-money laundering and Bank Secrecy Act
compliance requirements, particularly the anti-money laundering provisions of the USA PATRIOT Act. There is also
increased scrutiny of compliance with the rules enforced by the Office of Foreign Assets Control (“OFAC”). Since 2004,
federal banking regulators and examiners have been extremely aggressive in their supervision and examination of financial
institutions located in the State of Florida with respect to the institution’s Bank Secrecy Act/anti-money laundering
compliance. Consequently, numerous formal enforcement actions have been instituted against financial institutions.

In order to comply with regulations, guidelines and examination procedures in this area, the Bank has been required to adopt
new policies and procedures and to install new systems. If the Bank’s policies, procedures and systems are deemed deficient
or the policies, procedures and systems of the financial institutions that it has already acquired or may acquire in the future
are deficient, the Bank would be subject to liability, including fines and regulatory actions such as restrictions on its ability to
pay dividends and the necessity to obtain regulatory approvals to proceed with certain aspects of its business plan, including
its acquisition plans.
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Risks Related to Market Events

Our loan portfolio is heavily concentrated in mortgage loans secured by properties in Florida and Georgia which
causes our risk of loss to be higher than if we had a more geographically diversified portfolio.

Our interest-earning assets are heavily concentrated in mortgage loans secured by real estate, particularly real estate located
in Florida and Georgia. As of December 31, 2014, approximately 75.4% of our loans had real estate as a primary, secondary,
or tertiary component of collateral. The real estate collateral in each case provides an alternate source of repayment in the
event of default by the borrower; however, the value of the collateral may decline during the time the credit is extended. If we
are required to liquidate the collateral securing a loan during a period of reduced real estate values to satisfy the debt, our
earnings and capital could be adversely affected.

Additionally, as of December 31, 2014, substantially all of our loans secured by real estate are secured by commercial and
residential properties located in Northern Florida and Middle Georgia. The concentration of our loans in these areas subjects
us to risk that a downturn in the economy or recession in these areas, such as the one from which these areas are currently
recovering, could result in a decrease in loan originations and increases in delinquencies and foreclosures, which would more
greatly affect us than if our lending were more geographically diversified. In addition, since a large portion of our portfolio is
secured by properties located in Florida and Georgia, the occurrence of a natural disaster, such as a hurricane, or a man-made
disaster could result in a decline in loan originations, a decline in the value or destruction of mortgaged properties and an
increase in the risk of delinquencies, foreclosures or loss on loans originated by us. We may suffer further losses due to the
decline in the value of the properties underlying our mortgage loans, which would have an adverse impact on our results of
operations and financial condition.

Our concentration in loans secured by real estate may increase our credit losses, which would negatively affect our
financial results.

Due to the lack of diversified industry within the markets served by the Bank and the relatively close proximity of our
geographic markets, we have both geographic concentrations as well as concentrations in the types of loans funded.
Specifically, due to the nature of our markets, a significant portion of the portfolio has historically been secured with real
estate. As of December 31, 2014, approximately 35.4% and 37.1% of our $1.442 billion loan portfolio was secured by
commercial real estate and residential real estate, respectively. As of this same date, approximately 3.0% was secured by
property under construction.

In the event we are required to foreclose on a property securing one of our mortgage loans or otherwise pursue our remedies
in order to protect our investment, we may be unable to recover funds in an amount equal to our projected return on our
investment or in an amount sufficient to prevent a loss to us due to prevailing economic conditions, real estate values and
other factors associated with the ownership of real property. As a result, the market value of the real estate or other collateral
underlying our loans may not, at any given time, be sufficient to satisfy the outstanding principal amount of the loans, and
consequently, we would sustain loan losses.

The fair value of our investments could decline which would cause a reduction in shareowners’ equity.

A large portion of our investment securities portfolio as of December 31, 2014 has been designated as available-for-sale
pursuant to U.S. generally accepted accounting principles relating to accounting for investments. Such principles require that
unrealized gains and losses in the estimated value of the available-for-sale portfolio be “marked to market” and reflected as a
separate item in shareowners’ equity (net of tax) as accumulated other comprehensive income/loss. Shareowners’ equity will
continue to reflect the unrealized gains and losses (net of tax) of these investments. The fair value of our investment portfolio
may decline, causing a corresponding decline in shareowners’ equity.

Management believes that several factors will affect the fair values of our investment portfolio. These include, but are not
limited to, changes in interest rates or expectations of changes, the degree of volatility in the securities markets, inflation rates
or expectations of inflation and the slope of the interest rate yield curve (the yield curve refers to the differences between
shorter-term and longer-term interest rates; a positively sloped yield curve means shorter-term rates are lower than longer-
term rates). These and other factors may impact specific categories of the portfolio differently, and we cannot predict the
effect these factors may have on any specific category.
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Risks Related to an Investment in Our Common Stock

We may be unable to pay dividends in the future.

In 2014, our Board of Directors declared four quarterly cash dividends. These dividends were the first dividends declared
since we announced the suspension of our quarterly dividend on our common stock on December 14, 2011. Declarations of
any future dividends will be contingent on our ability to earn sufficient profits and to remain adequately capitalized. In
addition, due to our contractual obligations with the holders of the trust preferred securities, if we defer the payment of
accrued interest owed to the holders of the trust preferred securities, we may not make dividend payments to our
shareowners.

Further, under applicable statutes and regulations, the Bank’s board of directors, after charging-off bad debts, depreciation
and other worthless assets, if any, and making provisions for reasonably anticipated future losses on loans and other assets,
may quarterly, semi-annually, or annually declare and pay dividends to CCBG of up to the aggregate net income of that
period combined with the Bank’s retained net income for the preceding two years and, with the approval of the Florida Office
of Financial Regulation and Federal Reserve, declare a dividend from retained net income which accrued prior to the
preceding two years. Additional state laws generally applicable to Florida corporations may also limit our ability to declare
and pay dividends. Thus, our ability to fund future dividends may be restricted by state law.

Limited trading activity for shares of our common stock may contribute to price volatility.

While our common stock is listed and traded on the Nasdaq Global Select Market, there has been limited trading activity in
our common stock. The average daily trading volume of our common stock over the 12-month period ending December 31,
2014 was approximately 26,219 shares. Due to the limited trading activity of our common stock, relativity small trades may
have a significant impact on the price of our common stock.

Securities analysts may not initiate coverage or continue to cover our common stock, and this may have a negative
impact on its market price.

The trading market for our common stock will depend in part on the research and reports that securities analysts publish
about us and our business. We do not have any control over securities analysts and they may not initiate coverage or continue
to cover our common stock. If securities analysts do not cover our common stock, the lack of research coverage may
adversely affect its market price. If we are covered by securities analysts, and our common stock is the subject of an
unfavorable report, our stock price would likely decline. If one or more of these analysts ceases to cover our Company or
fails to publish regular reports on us, we could lose visibility in the financial markets, which may cause our stock price or
trading volume to decline.

Our directors, executive officers, and principal shareowners, if acting together, have substantial control over all
matters requiring shareowner approval, including changes of control. Because Mr. William G. Smith, Jr. is a
principal shareowner and our Chairman, President, and Chief Executive Officer and Chairman of the Bank, he has
substantial control over all matters on a day to day basis.

Our directors, executive officers, and principal shareowners beneficially owned approximately 39% of the outstanding shares
of our common stock as of December 31, 2014. Our principal shareowners include the Estate of Robert H. Smith, who was
the brother of William G. Smith, Jr., our Chairman, President and Chief Executive Officer, which beneficially owns 17.5% of
our shares. William G. Smith, Jr. beneficially owns 21.7% of our shares. In addition, 2S Partnership beneficially owns 6.0%
of our shares, however, its shares were historically deemed to be beneficially owned by Messrs. Smith and Smith. Together,
Mr. Smith and the Estate of Robert H. Smith beneficially own approximately 33% of our shares.

Accordingly, these directors, executive officers, and principal shareowners, if acting together, may be able to influence or
control matters requiring approval by our shareowners, including the election of directors and the approval of mergers,
acquisitions or other extraordinary transactions. In addition, because William G. Smith, Jr. is the Chairman, President, and
Chief Executive Officer of CCBG and Chairman of the Bank, he has substantial control over all matters on a day-to-day
basis, including the nomination and election of directors.

These directors, executive officers, and principal shareowners may also have interests that differ from yours and may vote in
a way with which you disagree and which may be adverse to your interests. The concentration of ownership may have the
effect of delaying, preventing or deterring a change of control of our company, could deprive our shareowners of an
opportunity to receive a premium for their common stock as part of a sale of our Company and might ultimately affect the
market price of our common stock. You may also have difficulty changing management, the composition of the Board of
Directors, or the general direction of our Company.
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Our Articles of Incorporation, Bylaws, and certain laws and regulations may prevent or delay transactions you might
favor, including a sale or merger of CCBG.

CCBG is registered with the Federal Reserve as a financial holding company under the Bank Holding Company Act
(“BHCA”). As a result, we are subject to supervisory regulation and examination by the Federal Reserve. The Gramm-Leach-
Bliley Act, the BHCA, and other federal laws subject financial holding companies to particular restrictions on the types of
activities in which they may engage, and to a range of supervisory requirements and activities, including regulatory
enforcement actions for violations of laws and regulations.

Provisions of our Articles of Incorporation, Bylaws, certain laws and regulations and various other factors may make it more
difficult and expensive for companies or persons to acquire control of us without the consent of our Board of Directors. It is
possible, however, that you would want a takeover attempt to succeed because, for example, a potential buyer could offer a
premium over the then prevailing price of our common stock.

For example, our Articles of Incorporation permit our Board of Directors to issue preferred stock without shareowner action.
The ability to issue preferred stock could discourage a company from attempting to obtain control of us by means of a tender
offer, merger, proxy contest or otherwise. Additionally, our Articles of Incorporation and Bylaws divide our Board of
Directors into three classes, as nearly equal in size as possible, with staggered three-year terms. One class is elected each
year. The classification of our Board of Directors could make it more difficult for a company to acquire control of us. We are
also subject to certain provisions of the Florida Business Corporation Act and our Articles of Incorporation that relate to
business combinations with interested shareowners. Other provisions in our Articles of Incorporation or Bylaws that may
discourage takeover attempts or make them more difficult include:

e  Supermajority voting requirements to remove a director from office;
e Provisions regarding the timing and content of shareowner proposals and nominations;

e  Supermajority voting requirements to amend Articles of Incorporation unless approval is received by a majority of
“disinterested directors”;

e  Absence of cumulative voting; and

e Inability for shareowners to take action by written consent.

Shares of our common stock are not an insured deposit and may lose value.

The shares of our common stock are not a bank deposit and will not be insured or guaranteed by the FDIC or any other
government agency. Your investment will be subject to investment risk, and you must be capable of affording the loss of
your entire investment.

Item 1B.  Unresolved Staff Comments

None.

Item 2. Properties

We are headquartered in Tallahassee, Florida. Our executive office is in the Capital City Bank building located on the corner
of Tennessee and Monroe Streets in downtown Tallahassee. The building is owned by the Bank, but is located on land leased

under a long-term agreement.

As of February 27, 2015, the Bank had 63 full-service banking locations. Of the 63 locations, the Bank leases the land,
buildings, or both at seven locations and owns the land and buildings at the remaining 56.

Item 3. Legal Proceedings

We are party to lawsuits and claims arising out of the normal course of business. In management’s opinion, there are no
known pending claims or litigation, the outcome of which would, individually or in the aggregate, have a material effect on
our consolidated results of operations, financial position, or cash flows.

Item 4. Mine Safety Disclosure.

Not applicable.
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PART II

Item 5. Market for the Registrant’s Common Equity, Related Shareowner Matters, and Issuer Purchases of Equity
Securities

Common Stock Market Prices and Dividends

Our common stock trades on the Nasdaq Global Select Market under the symbol “CCBG.” We had a total of 1,589
shareowners of record as of February 27, 2015.

The following table presents the range of high and low closing sales prices reported on the Nasdaq Global Select Market and
cash dividends declared for each quarter during the past two years.

2014 2013
Fourth Third Second First Fourth Third Second First
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

Common stock price:

High ..o $ 1600 $§ 1498 $ 1471 § 1459 § 1269 §$ 13.08 $ 12.64 § 1254
LOW et 13.00 13.26 12.60 11.56 11.33 11.06 10.12 10.95
ClOSE .. 15.54 13.54 14.53 13.28 11.77 11.78 11.53 12.35
Cash dividends per share ............. 0.03 0.02 0.02 0.02 0.00 0.00 0.00 0.00

Florida law and Federal regulations impose restrictions on our ability to pay dividends and limitations on the amount of
dividends that the Bank can pay annually to us. See Item 1. “Capital; Dividends; Sources of Strength” and “Dividends” in the
Business section on page 13 and 14 and the section entitled “Liquidity and Capital Resources — Dividends” -- in
Management’s Discussion and Analysis of Financial Condition and Operating Results on page 55 and Note 14 in the Notes to
Consolidated Financial Statements.
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Performance Graph

This performance graph compares the cumulative total shareholder return on our common stock with the cumulative total
shareholder return of the Nasdaq Composite Index and the SNL Financial LC $1B-$5B Bank Index for the past five years.
The graph assumes that $100 was invested on December 31, 2009 in our common stock and each of the above indices, and
that all dividends were reinvested. The shareholder return shown below represents past performance and should not be

considered indicative of future performance.
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Period Ending
Index 12/31/09  12/31/10  12/31/11  12/31/12  12/31/13  12/31/14
Capital City Bank Group, Inc. ...........c.cocoeveeen. $ 100.00 $§ 9453 $ 73.64 $ 8767 $ 90.76 $ 120.59
Nasdaq CompoSIte.......ccveeeeeeerierierierierienieeaeas 100.00 118.15 117.22 138.02 193.47 222.16
SNL $1B-$5B Bank IndeX.......c..ccccevvevieurennenne. 100.00 113.35 103.38 127.47 185.36 193.81
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Item 6. Selected Financial Data

(Dollars in Thousands, Except Per Share Data) 2014 2013 2012 2011 2010
Interest INCOME ....c..veiviiiieeeeeee e $ 78,221 $ 82,152  $ 89,680 $ 99,459 $ 110,495
Net Interest InCOme .........ccoooeveiiiiiieeiiiiccieceieeeee 74,641 77,736 84,312 91,922 97,533
Provision for Loan LOSSES .........ccceeevveevuieeciieciiecieeieens 1,905 3,472 16,166 18,996 23,824
Noninterest INCOME.......c.oeevvviiiiiieiiieeieeeeeeee e 52,536 55,111 54,569 57,244 55,870
Noninterest EXpense .........cccceveeeeneneenieneeniencneeneennen. 114,358 121,405 123,943 124,643 132,961
Net Income (LOSS) .eveevereieieierieieeeeie e 9,260 6,045 108 4,897 (413)
Per Common Share:

Basic Net Income (LOSS) ....cuveveerirveveeeeriirecieieeereerenns $ 053 § 035 § 001 § 029 § (0.02)
Diluted Net Income (LOSS) ....ceceveeieeniieeiieniieeieeieeeenne 0.53 0.35 0.01 0.29 (0.02)
Cash Dividends Declared ............c.covvevevieeieecreeneeennen, 0.09 — — 0.30 0.49
Diluted Book Value.........ccccovvirieniinieieniieieiesieieniens 15.53 15.85 14.31 14.68 15.15
Performance Ratios:

Return on Average ASSEtS .......coceveeeererienieneeienenens 0.36% 0.24% 0.00% 0.19% (0.02)%
Return on Average EQUItY ......cccovvevienieieniiiieieeeene 3.27 2.40 0.04 1.86 (0.16)
Net Interest Margin (FTE) ......cccooiieiiininieecee 3.36 3.54 3.81 4.18 4.32
Noninterest Income as % of Operating Revenues......... 41.30 41.48 39.29 38.38 36.42
Efficiency Ratio.......ccooceeieniieieiiinieiecceeeeecee e 89.68 91.09 88.72 83.24 85.95
Asset Quality:

Allowance for Loan LoSSES .......cccocovvevieeveeeeeeeeeenene $ 17,539  § 23,095 $ 29,167  $ 31,035 $ 35,436
Allowance for Loan Losses to Loans.............ccccccvenen. 1.22% 1.65% 1.93% 1.91% 2.01%
Nonperforming ASSELS .......cccevveeeerereeriereerienieeeereenneas 52,449 85,035 117,648 137,623 123,637
Nonperforming Assets t0 ASSELS......ocereecverrereervervennns 2.00 3.26 4.47 5.21 4.72
Nonperforming Assets to Loans + OREO .................... 3.55 5.87 7.47 8.14 6.81
Allowance to Nonperforming Loans .........c.ccccoceeveeenene 104.60 62.48 45.42 41.37 53.94
Net Charge-Offs to Average Loans .........c.ccceevevveeneee. 0.53 0.66 1.16 1.39 1.77
Capital Ratios:

Tier I Capital........ccooiiiiiiiiieieeee e 16.67% 16.56% 14.35% 13.96% 13.24%
Total Capital........ccoeoeevirieiirieieeeee e 17.76 17.94 15.72 15.32 14.59
Tangible Capital ........ccceevveeieierieeienieeieie e 7.38 7.58 6.35 6.51 6.82
LOVETAZE .ottt e 10.99 10.46 9.90 10.26 10.10
Equity to Assets....... 10.37 10.58 9.37 9.54 9.88
Dividend Pay-Out 16.98 NM NM 103.45 NM
Averages for the Year:

Loans, Net of Unearned Income.........ccoceevvevecveeneennn. $ 1,414,000 $ 1,450,806 $ 1,556,565 $ 1,686,995 $ 1,829,193
Earning ASSEtS ......cccevveieierirenieieiere e 2,237,623 2,213,686 2,229,621 2,221,317 2,294,282
TOtal ASSELS ..vveeeeeiieeeeiesiieieieeee e seeete e seeeee e seeens 2,564,176 2,568,662 2,590,173 2,583,197 2,644,731
DIEPOSIES .ttt 2,093,477 2,070,073 2,105,672 2,081,583 2,192,323
Shareowners’ EQUItY........cccceoeeiririnenieieeeceieee e 283,079 251,427 252,960 263,048 264,679
Year-End Balances:

Loans, Net of Unearned InCOmMe .........ccocoveeveeveeneenenne. $ 1,442,062 $ 1,399,669 $ 1,521,302 $ 1,628,683 $ 1,758,671
Earning ASSEtS .......cocerveeeuirirenieeeetesie e 2,276,781 2,274,019 2,261,781 2,266,193 2,269,185
TOtAl ASSELS ..uveveeeiieeieeiecieeieete ettt erens 2,627,169 2,611,903 2,633,984 2,641,312 2,622,053
DEPOSIES ..ttt ettt 2,146,794 2,136,248 2,144,996 2,172,519 2,103,976
Shareowners’ EQUItY........ccoceveiriienienieececeeceene 272,540 276,400 246,889 251,942 259,019
Other Data:

Basic Average Shares Outstanding.............ccecevvereenene 17,424,788 17,324,759 17,204,559 17,139,558 17,075,867
Diluted Average Shares Outstanding.............ccecvevvenees 17,488,020 17,399,355 17,219,765 17,140,390 17,076,724
Shareowners of Record™)..........c...coovveerivnrioeriieneinnne. 1,589 1,651 1,691 1,701 1,768
Banking Locations™ ............ccooovoviooeeereeeeeeeeeeeenen. 63 63 66 70 70
Full-Time Equivalent Associates™..............c..cccc.coo...... 895 891 913 959 975
]

As of record date. The record date is on or about March 1" of the following year.
NM — Not Meaningful
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Management’s discussion and analysis (“MD&A”) provides supplemental information, which sets forth the major factors that
have affected our financial condition and results of operations and should be read in conjunction with the Consolidated
Financial Statements and related notes included in the Annual Report on Form 10-K. The MD&A is divided into subsections
entitled “Business Overview,” “Executive Overview,” “Results of Operations,” “Financial Condition,” “Liquidity and Capital
Resources,” “Off-Balance Sheet Arrangements,” “Fourth Quarter, 2014 Financial Results,” and “Accounting Policies.” The
following information should provide a better understanding of the major factors and trends that affect our earnings
performance and financial condition, and how our performance during 2014 compares with prior years. Throughout this
section, Capital City Bank Group, Inc., and its subsidiaries, collectively, are referred to as “CCBG,” “Company,” “we,” “us,”
or “our.”

CAUTION CONCERNING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including this MD&A section, contains “forward-looking statements” within the meaning
of the Private Securities Litigation Reform Act of 1995. These forward-looking statements include, among others, statements
about our beliefs, plans, objectives, goals, expectations, estimates and intentions that are subject to significant risks and
uncertainties and are subject to change based on various factors, many of which are beyond our control. The words “may,”
“could,” “should,” “would,” “believe,” “anticipate,” “estimate, target,” “goal,” and similar
expressions are intended to identify forward-looking statements.
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expect,” “intend,” “plan,
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All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results may differ
materially from those set forth in our forward-looking statements. Please see the Introductory Note and /tem 1A Risk
Factors of this Annual Report for a discussion of factors that could cause our actual results to differ materially from those in
the forward-looking statements.

However, other factors besides those listed in /tem 1A Risk Factors or discussed in this Annual Report also could adversely
affect our results, and you should not consider any such list of factors to be a complete set of all potential risks or
uncertainties. Any forward-looking statements made by us or on our behalf speak only as of the date they are made. We do
not undertake to update any forward-looking statement, except as required by applicable law.

BUSINESS OVERVIEW
Our Business

We are a financial holding company headquartered in Tallahassee, Florida, and we are the parent of our wholly owned
subsidiary, Capital City Bank (the “Bank” or “CCB”). The Bank offers a broad array of products and services through a total
of 63 full-service offices located in Florida, Georgia, and Alabama. The Bank offers commercial and retail banking services,
as well as trust and asset management, retail securities brokerage and data processing services. Please see the section
captioned “About Us” beginning on page 5 for more detailed information about our business.

Our profitability, like most financial institutions, is dependent to a large extent upon net interest income, which is the
difference between the interest and fees received on interest earning assets, such as loans and securities, and the interest paid
on interest-bearing liabilities, principally deposits and borrowings. Results of operations are also affected by the provision for
loan losses, operating expenses such as salaries and employee benefits, occupancy and other operating expenses including
income taxes, and noninterest income such as deposit fees, wealth management fees, mortgage banking fees, bank card fees,
and data processing fees.

Strategic Review

Our philosophy is to build long-term client relationships based on quality service, high ethical standards, and safe and sound
banking practices. We maintain a locally oriented, community-based focus, which is augmented by experienced, centralized
support in select specialized areas. Our local market orientation is reflected in our network of banking office locations,
experienced community executives with a dedicated President for each market, and community boards which support our
focus on responding to local banking needs. We strive to offer a broad array of sophisticated products and to provide quality
service by empowering associates to make decisions in their local markets.

We have sought to build a franchise in small-to medium-sized, less competitive markets, located on the outskirts of the larger
metropolitan markets where we are positioned as a market leader. Many of our markets are on the outskirts of these larger
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markets in close proximity to major interstate thoroughfares such as Interstates I-10 and I-75. Our three largest markets are
Tallahassee (Leon-Florida), Gainesville (Alachua-Florida), and Macon (Bibb-Georgia). In 13 of 20 markets in Florida and
three of five markets in Georgia, we rank within the top four banks in terms of market share. Furthermore, in the counties in
which we operate, we maintain an average 9.10% market share in the Florida counties and 5.82% in the Georgia counties,
suggesting that there is significant opportunity to grow market share within these geographic areas. The larger employers in
many of our markets are state and local governments, healthcare providers, educational institutions, and small businesses.
While we realize that the markets in our footprint do not provide for a level of potential growth that the larger metropolitan
markets may provide, our markets do provide good growth dynamics and have historically grown in excess of the national
average The value of these markets stems from the fact they are less competitive, secondary markets. We strive to provide
value added services to our clients by being not just their bank, but their banker. This element of our strategy distinguishes
Capital City Bank from our competitors.

Our long-term vision remains to profitably expand our franchise through a combination of organic growth in existing markets
and acquisitions. We have long understood that our core deposit funding base is a predominant driver of our profitability and
overall franchise value, and have focused extensively on this component of our organic growth efforts in recent years. While

we have not been an active acquirer of banks since 2005, this component of our strategy is still in place.

Potential acquisition growth will continue to be focused on Florida, Georgia, and Alabama with a particular focus on
financial institutions located on the outskirts of larger, metropolitan areas. Five markets have been identified, four in Florida
and one in Georgia, in which management intends to proactively pursue expansion opportunities. These markets include
Alachua, Marion, Hernando/Pasco counties in Florida, the western panhandle of Florida, and Bibb and surrounding counties
in central Georgia. Our focus on some of these markets may change as we continue to evaluate our strategy and the economic
conditions and demographics of any individual market. We will also continue to evaluate de novo expansion opportunities in
attractive new markets in the event that acquisition opportunities are not feasible. Other expansion opportunities that will be
evaluated include asset management, mortgage banking, and insurance. Embedded in our acquisition strategy is our desire to
partner with institutions that are culturally similar, have experienced management and possess either established market
presence or have potential for improved profitability through growth, economies of scale, or expanded services. Generally,
these target institutions will range in asset size from $100 million to $400 million.

EXECUTIVE OVERVIEW

Our 2014 performance reflects meaningful progress made across all aspects of our business. We reported net income of $9.3
million, or $0.53 per diluted share, compared to $6.0 million, or $0.35 per diluted share in 2013. The growth in net income
reflects lower noninterest expense of $7.0 million, a lower loan loss provision of $1.6 million, and lower income taxes of
$0.4 million, partially offset by lower net interest income of $3.1 million and noninterest income of $2.6 million.

Below are summary highlights that impacted our performance for the year:

e  Margin expansion driven by four consecutive quarters of loan growth and increased deployment of liquidity into the
investment portfolio.

e Loan balances grew at an annual rate of 3% reflective of improved loan demand and calling efforts.
e 38% reduction in nonperforming assets -- improvement in credit quality favorably impacted credit costs.

e Core operating costs (excluding OREQO) declined 5% year over year.

Efforts to improve our earning asset mix stabilized our net interest margin in 2014. Sequential loan growth for each quarter
during 2014 and the deployment of more liquidity into our investment portfolio drove growth in net interest income for the
last three quarters of the year. The development of new consumer and business loan programs drove a majority of the growth,
but increased production and a slow-down in pay-downs/pay-offs in our real estate portfolios also contributed. The extended
low interest rate environment and increased competition for loans continues to pressure asset yields, but we have not changed
our risk profile by extending asset durations for yield which positions us better to respond to changing market conditions.
Over time, this strategy has produced consistent outcomes and a net interest margin that exceeds our peer median.

We continue to maintain several sources of noninterest income which diversifies our operating revenue. Changing client
behavior and regulatory changes have slowed growth in our deposit and bank card fee revenues over the past three years, but
growth in other lines of business have helped mitigate the impact. The development of strategic initiatives aimed at
segmenting our client base and target marketing to more fully realize the fee income opportunities inherent in our strong core
deposit base franchise are ongoing.
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Core operating costs (excluding OREO) declined noticeably in 2014 driven by lower pension expense. Reduction in ancillary
costs related to the prolonged credit cycle are also being removed from our cost structure and contributed to the decline in
2014. We continue to evaluate strategies aimed at optimizing our delivery systems to improve our operating efficiency.

Our credit quality metrics continued to improve in 2014 reflective of further reduction in the level of our nonperforming
assets driven by strong OREO sales and a significant reduction in the level of problem loan inflows. As a result, our loan loss
provision has stabilized and OREO costs continue to decline. We continue to believe our disciplined approach to capturing
the maximum value possible when disposing of our problem assets has proven to be in the best long-term interest of our
shareowners and 2014 further validated that approach.

We realized good progress in 2014 and re-evaluated many aspects of our business in response to a changing industry. We
enter 2015 with a great deal of momentum as we focus on strategies aimed at driving loan growth and optimizing our
delivery systems to return us to our historical levels of efficiency.

Key components of our 2014 financial performance are summarized below:

Results of Operations

e For 2014, taxable equivalent net interest income decreased $3.2 million, or 4.1%, to $75.1 million driven by a
decline in loan income attributable to lower average portfolio balances and unfavorable asset repricing, which was
partially offset by a reduction in interest expense. Our net interest margin of 3.36% in 2014 was 18 basis points
lower than the 3.54% recorded in 2013. In 2014, compared to 2013, the yield on interest earning assets declined 22
basis points and was partially offset by a decline in the cost of funds of four basis points.

e Total credit costs (loan loss provision plus other real estate owned (“OREQ”) expenses) were $8.7 million in 2014
compared to $11.7 million for 2013. Favorable problem loan migration, lower loan losses, and improved credit
metrics resulted in a $1.6 million decrease in our loan loss provision to $1.9 million for the year. Continued progress
in disposing of OREO properties and firming of property values favorably impacted our level of OREO costs which
declined by $1.4 million to $6.8 million for the year.

e For 2014, noninterest income totaled $52.5 million, a $2.6 million, or 4.7%, decrease from 2013 primarily reflective
of lower deposit fees of $0.9 million, data processing fees of $1.1 million, wealth management fees of $0.4 million
and mortgage banking fees of $0.5 million.

e For 2014, noninterest expense totaled $114.4 million, a $7.0 million, or 5.8%, decrease primarily attributable to
lower compensation expense of $3.9 million, OREO expense of $1.4 million, and other expense (excluding OREO
expenses) of $2.2 million.

Financial Condition

e Average assets totaled approximately $2.564 billion for 2014, consistent with 2013. Average earning assets were
approximately $2.238 billion, representing an increase of $23.9 million, or 1.1%, over 2013. Year-over-year,
average short-term investments decreased $52.8 million, while investment securities increased $113.5 million and
average gross loans declined by $36.8 million. We continue to maintain a strong liquidity position as evidenced by
average funds sold of approximately $369.9 million for the year and were able to shift some overnight funds
balances into the investment portfolio during the year to improve our mix.

e  Average gross loans totaled $1.414 billion, a $36.8 million, or 2.5%, decrease from 2013. We experienced runoff in
all loan types except commercial loans and indirect auto loans, which grew year-over year. New loan production
increased in 2014 and the levels of payoffs and pay downs declined resulting in average loan growth for the last
three quarters of the year.

e  Average total deposits for 2014 were $2.093 billion, a decrease of $23.4 million, or 1.1%, over 2013. Increases in
average noninterest bearing deposits and savings accounts were partially offset by declines in the remaining product

types.

e At year-end 2014, our nonperforming assets totaled $52.4 million, a decrease of $32.6 million from year-end 2013.
Nonaccrual loans totaled $16.8 million at year-end 2014, a decrease of $20.2 million from year-end 2013, reflective
of loan resolutions which outpaced gross additions. Nonaccrual loan additions slowed again for the third consecutive
year, by $21.6 million, or 49%. The balance of OREO totaled $35.7 million at year-end 2014, a decrease of $12.4
million from year-end 2013. We continued to experience progress during 2014 in our efforts to dispose of OREO
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selling properties totaling $23.8 million compared to $25.9 million in 2013. Nonperforming assets represented
2.00% of total assets at December 31, 2014 compared to 3.26% at December 31, 2013.

e  Our allowance for loan losses at year-end 2014 was $17.5 million (1.22% of loans) and provided coverage of 105%
of nonperforming loans compared to $23.1 million (1.65% of loans) and 62% of nonperforming loans at year-end
2013. Net charge-offs for 2014 totaled $7.5 million, or 0.53% of average loans compared to $9.5 million, or 0.66%
in 2013, reflective of lower residential and construction loan charge-offs.

e  Shareowners’ equity decreased by $3.9 million from $276.4 million at December 31, 2013 to $272.5 million at
December 31, 2014, attributable to an unfavorable adjustment to pension related OCI reflecting an increase in our
pension liabilities driven by a lower discount rate and a change in the mortality tables. We continue to maintain a
strong capital base as evidenced by a risk-based capital ratio of 17.76% and a tangible common equity ratio of
7.38% at year-end 2014 compared to 17.94% and 7.58%, respectively, at year-end 2013.

RESULTS OF OPERATIONS

For 2014, we realized net income of $9.3 million, or $0.53 per diluted share compared to $6.0 million, or $0.35 per diluted
share, in 2013, and $0.1 million, or $0.01 per diluted share in 2012.

The increase in earnings for 2014 was attributable to lower noninterest expense of $7.0 million, a lower loan loss provision of
$1.6 million, and lower income taxes of $0.4 million, partially offset by lower net interest income of $3.1 million and
noninterest income of $2.6 million.

The increase in earnings for 2013 as compared to 2012 reflects a lower loan loss provision of $12.7 million, higher
noninterest income of $0.5 million, and lower noninterest expense of $2.5 million, partially offset by a reduction in net
interest income of $6.6 million and higher income taxes of $3.2 million.

A condensed earnings summary for the last three years is presented in Table 1 below:

Table 1

CONDENSED SUMMARY OF EARNINGS

(Dollars in Thousands, Except Per Share Data) 2014 2013 2012
INEETESt TNCOIMIE ...ttt et eaeeae e $ 787221 $ 82,152 $ 89,680
Taxable Equivalent Adjustments ..........ccoecuevieiienieneiie e 494 583 616
Total Interest Income (FTE) ....cc.oovvieiiiiiiiieieeee e 78,715 82,735 90,296
INtErest EXPEISE. ...oouiieiiiiieiieie ettt sttt ettt enee 3,580 4,416 5,368
Net Interest INCOME (FTE)......coooiiiiiiiiieceee e 75,135 78,319 84,928
Provision for Loan LOSSES .....coocuuuiiiiiiiiiiieieee ettt 1,905 3,472 16,166
Taxable Equivalent Adjustments ..........ccoecuevieiieniereiie e 494 583 616
Net Interest Income After Provision for Loan LOSSES ........cooevvvviieiiviinneennennn. 72,736 74,264 68,146
NONINTEIESt INCOMIE......cieeieiiiii it e e eas 52,536 55,111 54,569
NonINterest EXPENSE ........coveieriiriiiiiieiieieieee e 114,358 121,405 123,943
Income (Loss) Before InCome TaXesS......cccveevueeeiieeieeiiiecieeie e 10,914 7,970 (1,228)
Income Tax Expense (Benefit) .......ccccceveiverieiiiiiinieniececeeeesceceeee 1,654 1,925 (1,336)
NEEINCOIMIE .ottt e e et et e e e e e e e ereeereeeresneseeanees $ 9,260 $ 6,045 $ 108
Basic Net INcome Per Share ........o.oovvveieiieeeeeceeeeeeeeeeeeeee e $ 0.53 $ 0.35 $ 0.01
Diluted Net InCOme Per Share ...........ccvocveeveeveeeeeeeeeeeeeeeeeeeeeeeeeeeee e $ 0.53 $ 0.35 $ 0.01

Net Interest Income

Net interest income represents our single largest source of earnings and is equal to interest income and fees generated by
earning assets, less interest expense paid on interest bearing liabilities. We provide an analysis of our net interest income,
including average yields and rates in Tables 2 and 3 below. We provide this information on a “taxable equivalent” basis to
reflect the tax-exempt status of income earned on certain loans and investments, the majority of which are state and local
government debt obligations.
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In 2014, our taxable equivalent net interest income decreased $3.2 million, or 4.1%. This follows a decrease of $6.6 million,
or 7.8%, in 2013, and a decrease of $7.9 million, or 8.5%, in 2012. The decrease in our taxable equivalent net interest income
in these years was primarily driven by declines in loan income attributable to lower average portfolio balances and
unfavorable asset repricing, which was partially offset by reductions in interest expense. The lower interest expense is
primarily attributable to declines in certificates of deposit balances and reflects favorable repricing in all interest-bearing
deposit categories.

For 2014, taxable equivalent interest income declined $4.0 million, or 4.9%, from 2013 and $7.6 million, or 8.4% in 2013
from 2012. The decrease for all periods is specifically attributable to both the shift in earning asset mix and lower yields. The
reduction in average loans has resulted in the higher yielding interest earning assets being replaced with lower yielding
federal funds or investment securities. Lower yields on new loan and investment production and loan portfolio repricing
continue to adversely affect net interest income.

These factors produced a 22 basis point decline in the yield on interest earning assets, which decreased from 3.74% in 2013
to 3.52% for 2014. This compares to a 31 basis point decline in 2013 over 2012.

Interest expense decreased $836,000, or 18.9%, from 2013, and $952,000, or 17.7%, in 2013 over 2012. The lower cost of
funds when compared to both periods was a result of both certificates of deposit repricing to lower rates, and rate reductions
on several deposit products. The rate reductions on deposits reflect our response to a historically low interest rate
environment and desire to continue our focus on core banking relationships. The average rate paid on interest-bearing
liabilities decreased five basis points from 2013, and declined five basis points in 2013 from 2012, reflecting the factors
mentioned above.

Our interest rate spread (defined as the taxable equivalent yield on average earning assets less the average rate paid on
interest bearing liabilities) decreased 17 basis points in 2014 compared to 2013 and declined 26 basis points in 2013
compared to 2012. The decrease in both years was primarily attributable to the adverse impact of lower rates and a change in
the mix of interest earning assets, which more than offset the repricing of our deposit base.

Our net interest margin (defined as taxable equivalent interest income less interest expense divided by average earning assets)
0f 3.36% in 2014 was 18 basis points lower than the 3.54% recorded in 2013 and was 27 basis points lower in 2013 than the
3.81% reported in 2012. In 2014, compared to 2013, the yield on earning assets declined 22 basis points and was partially
offset by a decline in the cost of funds of four basis points. The earning asset yield decline of 31 basis points in 2013 over
2012 was partially offset by a reduction in the cost of funds by four basis points.

The net interest margin for the fourth quarter of 2014 was 3.43%, a decline of two basis points from the fourth quarter of
2013. The decrease in the margin from the comparable prior year period was attributable to unfavorable asset repricing,
partially offset by a lower average cost of funds. Growth in our investment portfolio has partially helped mitigate this decline.

Although down year-over-year, net interest income increased for the third straight quarter and was slightly higher than the
fourth quarter of 2013. Historically low interest rates and increased competition for loans continue to put pressure on loan
yields, partially offsetting the favorable impact attributable to growth in the loan and investment portfolios.

Our current strategy, which is consistent with our historical strategy, is to not accept greater interest rate risk by reaching
further out the curve for yield, particularly given the fact that short term rates are at historical lows. We continue to maintain
short duration portfolios on both sides of the balance sheet and believe we are well positioned to respond to changing market
conditions. Over time, this strategy has produced fairly consistent outcomes and a net interest margin that is significantly
above peer comparisons.
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Table 2
AVERAGE BALANCES AND INTEREST RATES

2014 2013 2012

Average Average  Average Average  Average Average
(Taxable Equivalent Basis - Dollars in Thousands) ~ Balance Interest  Rate Balance Interest Rate Balance  Interest Rate
ASSETS
Loans, Net of Unearned Income™® ..........c.cc..... $1,414,000 $73,637 5.21% $1,450,806 $ 78,484 5.41%$ 1,556,565 $ 85,780 5.51%
Taxable Investment Securities ............cccevvevvenenns 362,393 3,423 0.91 232,173 2,344 0.94 223,429 2,912 1.27
Tax-Exempt Investment Securities . 91,324 722 0.79 108,042 830 0.76 65,560 658 1.00
Funds Sold.............. 369,906 933 0.25 422,665 1,077 0.25 384,067 946 0.25
Total Earning ASSEtS .......cceoceereeueuercrereeeeeeecreeeenas 2,237,623 78,715 3.52% 2,213,686 82,735 3.74% 2,229,621 90,296 4.05%
Cash & Due From Banks ..........cccccovevveviinierieenenns 45,367 49,978 48,924
Allowance for Loan Losses.. (21,234) (28,167) (30,959)
Other Assets ....... 302,420 333,165 342,587
TOTAL ASSETS ..ot $2,564,176 $2,568,662 $2,590,173
LIABILITIES
NOW ACCOUNLS ....vmeneieieniiieierenecereeieieneees $ 715,846 $ 318 0.04%$ 719,493 § 482 0.07%$ 771,617 $ 634 0.08%
Money Market Accounts.. 273,092 190 0.07 284,245 211 0.07 280,165 255 0.09
Savings Accounts ... . 227,215 112 0.05 203,864 101 0.05 175,712 87 0.05
Other Time DepOSits .......cccovververereiririereeerereeeenas 206,136 479 0.23 231,354 637 0.28 267,263 1,132 0.42
Total Interest Bearing Deposits.........ccceeeereennee 1,422,289 1,099 0.08% 1,438,956 1,431 0.10% 1,494,757 2,108 0.14%
Short-Term Borrowings .......... 44,403 78 0.18 53,922 235 0.44 52,178 196 0.38
Subordinated Notes Payable ... 62,887 1,328 2.08 62,887 1,420 2.23 62,887 1,477 2.31
Other Long-Term Borrowings 33,727 1,075 3.19 41,077 1,330 3.24 41,513 1,587 3.82
Total Interest Bearing Liabilities .........cccc.covueeeee. 1,563,306 3,580 0.23% 1,596,842 4,416 0.28% 1,651,335 5,368 0.33%
Noninterest Bearing Deposits ..... . 671,188 631,117 610,915
Other Liabilities......... 46,603 89,276 74,963
TOTAL LIABILITIES ....cooviiiiiiieicccirinee 2,281,097 2,317,235 2,337,213
SHAREOWNERS’ EQUITY
TOTAL SHAREOWNERS’ EQUITY ................ 283,079 251,427 252,960
TOTAL LIABILITIES & EQUITY ....cccecvvvunenee $2,564,176 $2,568,662 $2,590,173
Interest Rate Spread ...........cccocciiiinicciinnnnee 3.29% 3.46% 3.72%
Net Interest INCOME .......ovevevvevveeieeeeeieeeereenens $ 75,135 $78,319 $ 84,928
Net Interest Margin® ............ccoooovrvverrevrecroennnnn. 3.36% 3.54% 3.81%

@ Average balances include nonaccrual loans. Interest income includes loan fees of $1.6 million for 2014, 2013, and 2012.

@ Interest income includes the effects of taxable equivalent adjustments using a 35% tax rate.

& Taxable equivalent net interest income divided by average earning assets.
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Table 3
RATE/VOLUME ANALYSIS®"

2014 vs. 2013 2013 vs. 2012
Increase (Decrease) Increase (Decrease)
Due to Change In Due to Change In
(Taxable Equivalent Basis - Dollars in Thousands) Total Volume Rate Total Volume Rate
Earnings Assets:
Loans, Net of Unearned Interest® ..............cc.cccoven... $(4,847) $ (1,991) $(2,856) $(7,296) $ (5.828) $ (1,468)
Investment Securities:
Tax@BIE ....coveeiieiiieicre e 1,079 1,315 (236) (568) 114 (682)
Tax-EXempPt® .......o.oooiiiieeeieeeeeeeeeeeeees e (108) (128) 20 172 519 (347)
Funds Sold ......cooeiiiiieieieeeee e (144) (134) (10) 131 95 36
TOtAL .ot (4,020) (938)  (3,082)  (7,561) (5,100)  (2,461)
Interest Bearing Liabilities:
NOW ACCOUNES.......oiiiieiieiieiieiieieiee ettt (164) ) (162) (152) (34) (118)
Money Market ACCOUNLS ......cc.eeereeeeeeieieieieieieeenes 21 ®) (13) (44) 4 (48)
Savings ACCOUNTS.......cevuiriirieriieniieie et 11 12 (N 14 14 —
TImMe DEPOSILS ....eevereieeieiieieieieeie ettt (158) (69) (89) (495) (152) (343)
Short-Term Borrowings..........ccccceevveeveecieneenreenvenenenne (157) (41) (116) 39 7 32
Subordinated Notes Payable...........ccccceevveeiirieneennnnn, (92) — (92) (57) — (57)
Other Long-Term Borrowings..........ccceceeveveecvenenennen. (255) (238) (17) (257) (13) (244)
TOtAl . (836) (346) (490) (952) (174) (778)
Changes in Net Interest Income...............ccceveueevevennee. $(,184) § (592) $(2,592) $(6,609) $ (4,926) $ (1,683)

@ This table shows the change in taxable equivalent net interest income for comparative periods based on either changes

in average volume or changes in average rates for interest earning assets and interest-bearing liabilities. Changes which
are not solely due to volume changes or solely due to rate changes have been attributed to rate changes.
@ Interest income includes the effects of taxable equivalent adjustments using a 35% tax rate to adjust interest on tax-
exempt loans and securities to a taxable equivalent basis.

Provision for Loan Losses

The provision for loan losses was $1.9 million in 2014 compared to $3.5 million in 2013 and $16.2 million in 2012. The
decline in the provision for all periods reflects favorable problem loan migration, lower loan losses, and overall improvement
in key credit metrics. We discuss these trends in further detail below under Risk Element Assets and Allowance for Loan
Losses.

Noninterest Income

Noninterest income totaled $52.5 million in 2014, $55.1 million in 2013, and $54.6 million in 2012. For 2014, the $2.6
million, or 4.7%, decrease from 2013 reflects lower deposit fees of $0.9 million, data processing fees of $1.1 million, wealth
management fees of $0.4 million and mortgage banking fees of $0.5 million, partially offset by higher bank card fees of $0.1
million and other income of $0.2 million. Lower overdraft fees drove the reduction in deposit fees. The loss of a large
government processing contract drove the decline in data processing fees. Wealth management declined due to a lower level
of client trading activity as well as strong new retail investment product sales in 2013. Lower refinancing activity drove the
reduction in mortgage banking fees.

For 2013, the $0.5 million, or 1.0%, increase over 2012 was attributable to higher wealth management fees of $1.0 million
partially offset by lower deposit fees of $0.5 million. The increase in wealth management fees was attributable to higher
trading activity by our clients, new account growth, as well as strong new retail investment product sales. Lower overdraft
fees partially offset by higher business account analysis fees drove the decline in deposit fees.

Noninterest income as a percent of total operating revenues (net interest income plus noninterest income) was 41.30% in
2014, 42.48% in 2013, and 39.29% in 2012.
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The table below reflects the major components of noninterest income.

(Dollars in Thousands) 2014 2013 2012

DIEPOSIE FEES ...voviiievitieietictceete ettt ettt ettt ettt et $ 24,320 $ 25254 $ 25,792
Bank Card FEES......cuiouiiiuiiiiiiieieeeeeeee ettt ere e 10,892 10,786 10,783
Wealth Management FEes.........ccvvviiiiiieiiiieiieccee e 7,808 8,179 7,181
Securities TranSaACtiONS .........cccveieeveeeerieeireeereeeireeereeereesreesaeestreeseseesteeeesseennes 1 3 —
Mortgage Banking Fees ........cccoeiiriiiiiiiieeeceee e 3,082 3,534 3,600
Data Processing FEes ........ooieiieiiiiiiiiiieeeee e 1,543 2,674 2,713
(7551 PSSR 4,890 4,681 4,500
Total NONINtEreSt INCOME ....c..veveeeeeeeeeeeeeeeeee e eeee e e e e eeeneas $ 52,536 $ 55,111 $ 54,569

Various significant components of noninterest income are discussed in more detail below.

Deposit Fees. For 2014, deposit service charge fees totaled $24.3 million compared to $25.3 million in 2013 and $25.8
million in 2012. The $0.9 million, or 3.7%, decrease in 2014 compared to 2013 was due to a lower level of overdraft fees
generally reflective of improved financial management by our clients. The $0.5 million, or 2.1%, decrease in 2013 compared
to 2012 was driven by a lower level of overdraft fees, partially offset by higher business account analysis fees.

Bank Card Fees. Bank card fees totaled $10.9 million in 2014 compared to $10.8 million in 2013 and $10.8 million in 2012.
The slight increase in 2014 compared to 2013 reflects higher card spend by our clients. Bank card fees were essentially flat in
2013 compared to 2012 due to a reduction in the interchange rate for PIN based transactions.

Wealth Management Fees. Wealth management fees including both trust fees (i.e., managed accounts, trusts/estates, and
retirement plans) and retail brokerage fees (i.e., investment and insurance products) totaled $7.8 million in 2014 compared to
$8.2 million in 2013 and $7.2 million in 2012. The $0.4 million, or 4.5%, decrease in 2014 compared to 2013 was
attributable to lower fees from our retail brokerage business generally reflective of lower client trading activity as well as
strong new retail investment product sales in 2013. The $1.0 million, or 13.9%, increase in 2013 compared to 2012 reflects a
$1.2 million increase in retail brokerage fees partially offset by a $0.1 million decrease in trust fees. The growth in retail
brokerage fees was driven by higher trading activity by our clients and new account growth. The slight decline in trust fees
reflects a decline in trust assets under management primarily attributable to account distributions. At December 31, 2014,
total assets under management were approximately $1.278 billion compared to $1.259 billion at December 31, 2013 and
$1.124 billion at December 31, 2012.

Mortgage Banking Fees. Mortgage banking fees totaled $3.1 million in 2014 compared to $3.5 million in 2013 and $3.6
million in 2012. The $0.5 million, or 12.8%, decrease in 2014 compared to 2013 was due to a lower level of refinancing
activity, partially offset by higher home purchase financing and a higher margin realized for sold loans. The $0.1 million, or
1.8%, decrease in 2013 compared to 2012 was also driven by a slowdown in refinance activity, but was substantially offset
by a higher margin realized for sold loans. Refinancing activity represented 14% of our loan production in 2014 compared to
32% and 39% for 2013 and 2012, respectively. Market conditions, housing activity, the level of interest rates and the percent
of our fixed-rate production have significant impacts on our mortgage banking fees.

Data Processing Fees. For 2014, data processing fees totaled $1.5 million compared to $2.7 million for both 2013 and 2012.
The decrease in 2014 compared to 2013 was attributable to the loss of a large government processing contract that began
migrating to another processor in mid-2013, completing the transition in mid-2014. We currently maintain processing
arrangements with four banks and two government agencies.

Other. Other noninterest income totaled $4.9 million in 2014 compared to $4.7 million in 2013 and $4.5 million in 2012. The
increase in 2014 compared to 2013 reflects higher bank owned life insurance income and working capital financing fees. The
increase in 2013 compared to 2012 was due to higher bonus income received from our debit card processor reflecting
renegotiation of our processing agreement.

Noninterest Expense

Noninterest expense totaled $114.4 million in 2014 compared to $121.4 million in 2013 and $123.9 million in 2012. For
2014, the $7.0 million, or 5.8%, decrease was attributable to lower compensation expense of $3.9 million, OREO expense of
$1.4 million, and other expense (excluding OREO expenses) of $2.2 million, partially offset by higher occupancy expense of
$0.5 million. The reduction in compensation expense was primarily due to a decrease in pension plan expense partially offset
by higher incentive expense for both cash and stock plans. Lower property carrying costs as well as a reduction in property
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valuation adjustments were the primary reasons for the reduction in OREO expense. The reduction in other expense was
primarily attributable to lower FDIC insurance fees reflective of a favorable premium adjustment and reductions in both legal
and professional fees. The increase in occupancy expense was due to higher maintenance contract costs reflective of security
and technology upgrades and to a lesser extent higher building maintenance costs attributable to non-recurring expenditures.

For 2013, the $2.5 million, or 2.0%, decrease was attributable to lower occupancy expense of $0.7 million, OREO expense of
$2.6 million, and other expense (excluding OREO expenses) of $1.1 million, partially offset by higher compensation of $1.9
million. The reduction in OREO expense was due to lower carrying costs and valuation adjustments reflecting improving
property values in our markets. Declines were realized in most of the occupancy expense categories and were generally
driven by stronger cost controls and other cost reduction initiatives. Lower legal fees, professional fees, and miscellaneous
expense contributed to the reduction in other expense. The increase in compensation expense was attributable to an increase
in associate benefit expense of $2.2 million, reflective of higher pension plan expense of $1.0 million and stock
compensation expense of $0.9 million, partially offset by a $0.3 million reduction in salary expense.

Our operating efficiency ratio (expressed as noninterest expense as a percent of taxable equivalent net interest income plus
noninterest income) was 89.68%, 91.09% and 88.72% in 2014, 2013 and 2012, respectively. A reduction in net interest
income as well as elevated expenses for OREO expense, FDIC insurance fees, and pension costs was the primary reasons for
the elevated efficiency ratio for all periods.

Expense management is an important part of our culture and strategic focus and we will continue to review and evaluate
opportunities to optimize our operations, reduce operating costs and manage our discretionary expenses.

The table below reflects the major components of noninterest expense.

(Dollars in Thousands) 2014 2013 2012

SALATIES. .. eeivvieeeieeeie ettt ettt ettt e et e e et e et e eteeeete e eteeeteeebeeereeebeeereeans $ 48,896 $ 48,584 $ 48925
AsSs0Ciate BENETItS .......eoiviiiiiiiiiccieceee e 13,319 17,543 15,317
Total COMPENSALION......ccvveriieriereiieitiesieeieeeestesseeseereeseesseesseesseessessaesseesens 62,215 66,127 64,242
PrOIMISES ..ot e e e e et e e eaeae s 9,126 8,863 9,152
EQUIPIMENL. ..ottt et ettt et et snaesneenneas 8,692 8,468 8,903
TOtal OCCUPANCY ....eveeieiieiieii et eete ittt e et seae st e ste e e ete e s seenseenseensesseeneens 17,818 17,331 18,055
o2 1 B TSRS 3,187 3,663 4,303
Professional FEES .....ccuvvviiiiiiiieeiee e 3,732 4,304 4,882
ProCeSSING SEIVICES ...eiiueieieiieiieiieeiieet ettt sttt eee st et et eeeeneens 6,062 5,396 3,967
AQVETTISING ..ottt ettt b et neas 1,461 1,719 1,815
Travel and Entertainment...........ccccoovieeieierieiiieeeeiee et 900 870 839
Printing and SUPPIIES ......eouerueiuieieieeee e 865 994 1,154
TRICPIONE ...ttt sttt ettt e s sa e b e enbeesbeenaesneas 1,903 1,891 1,896
POSTAZE .ttt st st beeeaes 1,147 1,309 1,595
INSUTANCE — OtNET......oiiieiiiiiceeeeee et 2,934 4,144 4,104
Intangible AMOTtIZAtION.........uevieriieieeie ettt sneens 32 210 431
Other REal ESTALE ........oeiieveieeeeee e e 6,811 8,234 10,812
MISCEIIANEOUS ...t e e e e e e e eeneeeeenneeeas 5,291 5,213 5,848
Total Other EXPEenSe .......cccueeieiiiiieieeie ettt 34,325 37,947 41,646
Total Noninterest EXPENSE.........ocvcuruirvereuiriererieieeiresesereeesesesssesesss e ses s $ 114,358 $ 121,405 $ 123,943

Various significant components of noninterest expense are discussed in more detail below.

Compensation. Compensation expense totaled $62.2 million in 2014, $66.1 million in 2013, and $64.2 million in 2012. For
2014, the $3.9 million, or 5.9%, decrease from 2013 was attributable to lower associate benefit expense of $4.2 million
partially offset by higher salary expense of $0.3 million. The decrease in associate benefit expense reflects lower pension
plan expense of $5.0 million partially offset by higher stock compensation expense of $0.5 million and associate insurance
expense of $0.3 million. The lower level of pension plan expense was attributable to the utilization of a higher discount rate
(attributable to higher long-term rates at the end of 2013) for determining pension plan liabilities. Pension plan expense is
determined by an external actuarial valuation based on assumptions that are evaluated annually, taking into consideration
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both current market conditions and anticipated long-term market conditions. A discussion of the sensitivity to these
assumptions is detailed in the Critical Accounting Policy section of this report. Improved company performance drove the
increase in stock compensation expense and rising health care costs contributed to the increase in associate insurance
expense. The increase in salary expense was attributable to higher expense for our cash incentive plans reflective of improved
individual and company performance. Lower associate salary expense reflective of reduced headcount partially offset the
increase in cash incentives.

For 2013, the $1.9 million, or 2.9%, increase was due to higher associate benefit expense of $2.2 million partially offset by
lower salary expense of $0.3 million. The increase in associate benefit expense reflects higher expense for our pension plans
of $1.0 million primarily driven by the lower discount rate used for computing plan cost. Higher stock compensation expense
of $0.9 million also contributed to the increase reflecting an improvement in company performance. The reduction in salary
expense was driven by a reduction in base salary expense of $0.8 million attributable to further reduction in associate
headcount that was partially offset by higher cash basis performance pay.

Occupancy. Occupancy expense (including premises and equipment) totaled $17.8 million for 2014, $17.3 million for 2013,
and $18.1 million for 2012. For 2014, the $0.5 million, or 2.8%, increase over 2013 reflects higher premises expense of $0.3
million and equipment expense of $0.2 million. Higher building maintenance costs partially attributable to non-recurring
expenditures drove the increase in premises expense. Higher maintenance contract costs reflective of security and technology
upgrades drove the majority of the increase in equipment expense. For 2013, the $0.7 million, or 4.0%, decline from 2012
was attributable to a reduction in premises expense of $0.3 million and equipment expense of $0.4 million. The decrease in
premises expense was primarily driven by lower lease and utility expense. During 2012 and 2013, we did not renew leases on
two banking offices. An internal energy efficiency program initiated in early 2013 drove the reduction in utility costs. The
decrease in equipment expense reflects lower depreciation expense reflecting full depreciation of our item processing system
as well as lower expense for maintenance agreements.

Other. Other noninterest expense totaled $34.3 million in 2014, $37.9 million in 2013, and $41.6 million in 2012. For 2014,
the $3.6 million, or 9.5%, decrease from 2013 was primarily attributable to lower OREO expense of $1.4 million, FDIC
insurance fees of $1.2 million, legal fees of $0.5 million, and professional fees of $0.6 million. Lower property carrying costs
driven by strong property sales during the year as well as a reduction in property valuation adjustments reflective of
improving property values were the primary reasons for the reduction in OREO expense. The decrease in FDIC insurance
fees was attributable to a favorable premium adjustment due to our improved financial performance. Legal fees declined due
to a lower level of legal support needed for problem loan resolutions. Lower audit costs and consulting costs drove the
reduction in professional fees.

For 2013, the $3.7 million, or 8.9%, decrease compared to 2012 reflects lower expense for OREO properties of $2.6 million,
legal fees of $0.6 million, professional fees of $0.6 million, postage of $0.3 million, printing/supplies of $0.2 million,
intangible amortization of $0.2 million, and miscellaneous expense of $0.6 million, partially offset by higher processing
services of $1.4 million. OREO expense decreased due to lower property carrying costs and a reduction in net losses from the
sale of properties reflecting improving property values in our markets. Lower legal costs to support collection/foreclosure
activity and borrower bankruptcy proceedings drove the decline in legal fees. Professional fees decreased due to a reduction
in cost for performing our goodwill analysis during the year as well as lower internal audits costs and real estate appraisal
costs. The decline in postage costs reflects our initiative to migrate our clients to e-statements. Printing and supplies expense
decreased due to stronger cost controls. Full amortization of our remaining core deposit intangible drove the decline in
intangible amortization expense. The reduction in miscellaneous expense was attributable to the reclassification of our debit
card processing costs to the processing services expense category. Processing services expense increased primarily due to the
outsourcing of our item processing system in early 2013 and to a lesser extent the aforementioned reclassification of debit
card processing costs.

Income Taxes

For 2014, we realized income tax expense of $1.7 million (effective tax rate of 15.2%) compared to income tax expense of
$1.9 million (effective tax rate of 24.2%) in 2013 and an income tax benefit of $1.3 million (effective tax rate of 108.7%) in
2012. The tax provision for 2014 was favorably impacted by a $2.2 million state tax benefit attributable to an adjustment in
our reserve for uncertain tax positions associated with prior year matters. These tax matters have been fully resolved and
should not impact our tax provision going forward. The tax provisions for 2013 and 2012 were favorably affected by the
resolution of state tax contingencies totaling approximately $0.8 million and $0.3, respectively. In 2015, we would expect the
effective tax rate to return to a more normalized level of 35% to 36%.
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FINANCIAL CONDITION

Average assets totaled approximately $2.564 billion for the year 2014, consistent with 2013. Average interest earning assets
were approximately $2.238 billion, representing an increase of $23.9 million, or 1.1%, over 2013. Year-over-year, average
short-term investments decreased $52.8 million, while investment securities increased $113.5 million. Average gross loans
declined $36.8 million. We discuss these variances in more detail below.

Table 2 provides information on average balances and rates, Table 3 provides an analysis of rate and volume variances and
Table 4 highlights the changing mix of our interest earning assets over the last three years.

Loans

In 2014, average loans decreased $36.8 million, or 2.5%, compared to a decrease of $105.8 million, or 6.8%, in 2013. Loans
as a percent of average earning assets declined to 63.2% in 2014, down from the 2013 and 2012 levels of 65.5% and 69.8%,
respectively. Year-over-year average balances in the loan portfolio experienced runoff in all loan types except commercial
loans and indirect auto loans, which grew year-over year. Although our core loan portfolio continues to be impacted by
normal amortization, levels of payoffs and pay downs declined in 2014 compared to the prior year, and the loan portfolio
began experiencing overall growth beginning in the first quarter of 2014.

Without compromising our credit standards or taking on inordinate interest rate risk, we have modified several lending
programs in our business (commercial real estate and consumer portfolios) to try to mitigate the significant impact that
consumer and business deleveraging is having on our portfolio. These programs, coupled with economic improvements in
our anchor markets, have helped to increase overall production. On a year-over-year basis, period-end loans increased $42.4
million, with the low point of loan balances occurring during the first quarter of 2014. These increases have occurred
primarily in the commercial, construction, and indirect auto loan portfolios.

We originate mortgage loans secured by 1-4 family residential properties through our Residential Real Estate line of
business, a majority of which are fixed-rate loans that are sold into the secondary market to third party purchasers on a best
efforts delivery basis with servicing released. A majority of our adjustable rate loan product is retained in our loan portfolio.

Table 4
SOURCES OF EARNING ASSET GROWTH

2013to  Percentage Components of
2014 Total Average Earning Assets
(Average Balances — Dollars In Thousands) Change Change 2014 2013 2012
Loans:
Commercial, Financial, and Agricultural................... $ 4,174 17.0% 5.9% 5.8% 6.0%
Real Estate — Construction ............cceeevveevervenreesnenenns (382) 2.0 1.8 1.9 1.8
Real Estate — Commercial Mortgage.............c.......... (64,520) (270.0) 23.1 26.2 27.5
Real Estate — Residential...........cccceevvrienienineeenee, (5,961) (25.0) 14.1 14.5 16.3
Real Estate — Home EQUity .......cccoevevevienieierienee, (4,512) (19.0) 10.1 10.5 10.8
CONSUIMIET .....vvvviieeeeeeeiieeeeeeeeeecreeeeeeeeeeareeeeeeeeeeennnes 34,395 145.0 8.2 6.8 7.5
Total Loans.......coceeeverereneneiiiieeieeceneeseeee $(36,806) (154.0)% 63.2% 65.7% 69.9%
Investment Securities:
TaXADIC ..ot $130,220 544.0% 16.2% 10.5% 10.0%
Tax-EXEMPL..ceeriiieieieiiiiieiieieieieiee e (16,718) (70.0) 4.1 4.9 2.9
Total SECUITtieS.......eeeeeeeieeeeeee e 113,502 474.0 20.3 154 12.9
Funds Sold ......ccoeieiiieieeee e (52,759) (220.0) 16.5 18.9 17.2
Total Earning ASSets .......ccccevereereerierieneeneenee. $ 23,937 100.0% 100.0% 100.0% 100.0%

Our average loan-to-deposit ratio decreased to 67.5% in 2014 from 70.1% in 2013. The lower loan-to-deposit ratio reflects
both the decline in average loan balances, and growth in average deposits.
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The composition of our loan portfolio at December 31 for each of the past five years is shown in Table 5. Table 6 arrays our
total loan portfolio as of December 31, 2014, based upon maturities. As a percent of the total portfolio, loans with fixed
interest rates represent 32.2% as of December 31, 2014, unchanged from December 31, 2013.

Table 5

LOANS BY CATEGORY

(Dollars in Thousands) 2014 2013 2012 2011 2010
Commercial, Financial and Agricultural....... $ 136925 $ 126,607 $ 139,850 $ 130,879 $ 157,394
Real Estate — Construction....................... 43,472 36,187 43,740 26,367 43,239
Real Estate — Commercial Mortgage ............ 510,120 533,871 613,625 639,140 671,702
Real Estate — Residential” ................c.......... 304,781 315,582 329,947 399,371 430,541
Real Estate — Home Equity........cccccvevvvennnnnen. 229,572 227,922 236,263 244,263 251,565
CONSUMET .....eeeuveeierieeireecireeeteeereeereeeveeeaneenes 217,192 159,500 157,877 188,663 204,230
Total Loans, Net of Unearned Income.......... $ 1,442062 $ 1,399,669 $ 1,521,302 $ 1,628,683 $ 1,758,671

@ Includes loans held for sale.

Table 6
LOAN MATURITIES
Maturity Periods
Over One
Through Over
One Year Five Five

(Dollars in Thousands) or Less Years Years Total
Commercial, Financial and Agricultural.............ccccovevvvnennnnn. $ 56,288 $ 61,770 $ 18,867 $ 136,925
Real Estate — ConsStruction..........cocueeeveeveeiivveeeiiieeeeeieee e, 38,289 2,542 2,641 43,472
Real Estate — Commercial Mortgage .........ccccceeeeveeneereencnne. 59,368 100,663 350,089 510,120
Real Estate — Residential .............cocovevveviiiiiieieiiiieceeee e, 29,753 42,290 232,738 304,781
Real Estate — Home EqUity.......cccccevieviieeiieciieiecieeeeee 593 46,855 182,124 229,572
ConSUMET'™........ooooiieeeeeee e 13,822 193,695 9,675 217,192
TOAL....oeiciii e $ 198,113 $ 447815 $ 796,134 $1,442,062
Loans with Fixed Rates............cocovvveveveeeeeieeeeeeeeeereeeeene, $ 82374 $ 322,696 $ 59,800 $ 464,870
Loans with Floating or Adjustable Rates..............cccecverveennn. 115,739 125,119 736,334 977,192
TOAL....eeecee e $ 198,113 $ 447815 $ 796,134 $1,442,062

@ Demand loans and overdrafts are reported in the category of one year or less.

Risk Element Assets

Risk element assets consist of nonaccrual loans, OREO, TDRs, past due loans, potential problem loans, and loan
concentrations. Table 7 depicts certain categories of our risk element assets as of December 31 for each of the last five
years. Activity within our nonperforming asset portfolio is provided below in Table 8.

Nonperforming assets (nonaccrual loans and OREO) totaled $52.4 million at year-end 2014 compared to $85.0 million at
year-end 2013. Nonaccrual loans totaled $16.8 million at year-end 2014, a decrease of $20.2 million from year-end 2013,
reflective of loan resolutions (charge-offs, transfer of loans to OREO, and payments) and loans restored to an accrual status,
which outpaced gross additions. Gross additions declined by $22 million and $17 million in 2014 and 2013, respectively. The
balance of OREO totaled $35.7 million at year-end 2014, a decrease of $12.4 million from year-end 2013. We continued to
experience progress during 2014 in our efforts to dispose of OREQ selling properties totaling $23.8 million compared to
$25.9 million in 2013. Nonperforming assets represented 2.00% of total assets at December 31, 2014 compared to 3.26% at
December 31, 2013.

We continue to allocate significant resources to reduce our level of nonperforming assets, while mitigating losses and 2014
was another productive year in this respect.
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Table 7

RISK ELEMENT ASSETS
(Dollars in Thousands) 2014 2013 2012 2011 2010
Nonaccruing Loans:
Commercial, Financial and Agricultural.................... $ 507 $ 188 $ 1,069 § 755 $ 1,059
Real Estate — Construction ..........coceevvveeeeevevvneveeeeeen. 424 426 4,071 334 1,907
Real Estate — Commercial Mortgage...........c.cco.ee..... 5,806 25,227 41,045 42,820 26,874
Real Estate — Residential...........ccooeouvvieeiiiiiiiinineennnn. 6,737 6,440 13,429 25,671 30,189
Real Estate — Home EqQuity .......ccccoooeevieniiiiceenee, 2,544 4,084 4,034 4,283 4,803
CONSUIMIET ...ttt eeeaare e e e e eeanes 751 599 574 1,160 868
Total Nonperforming Loans (“NPLs”)" ...................... $ 16,769 $ 36,964 $ 64222 $ 75023 $ 65,700
Other Real Estate OWned...........cooovvvviveiiiiiiiieeeieeeeas 35,680 48,071 53,426 62,600 57,937
Total Nonperforming Assets (“NPAS”) .......cccccevevevnene. $ 52449 $ 85,035 $117,648  $137,623  $123,637
Past Due Loans 30 — 89 Days ......cccccvevveveevievierieniennenns $ 6,792 § 7,746 § 9,934 § 19,425 § 24,193
Past Due Loans 90 Days or More (accruing)................ — — — 224 159
Performing Troubled Debt Restructurings.................... $ 44,409 $ 447764 $ 47,474 $ 37,675 $ 21,649
Nonperforming Loans/Loans..........cccecererenenenenncnne 1.16% 2.64% 4.22% 4.61% 3.74%
Nonperforming Assets/Total Assets ........cccccvceeereneenne. 2.00 3.26 4.47 5.21 4.72
Nonperforming Assets/Loans Plus OREO.................... 3.55 5.87 7.47 8.14 6.81
Allowance/Nonperforming Loans .........c.cccceevveeveeenennen. 104.60% 62.48% 45.42% 41.37% 53.94%

W' Nonaccrual TDRs totaling $2.2 million and $11.0 million are included in nonaccrual/NPL totals for December 31, 2014
and December 31, 2013, respectively.

Table 8
NONPERFORMING ASSET ACTIVITY

(Dollars in Thousands) 2014 2013
NPA Beginning Balance:..........c..cccoovvvevevieirrernenanns $ 85,035 § 117,648
Change in Nonaccrual Loans:
Beginning Balance .............ccoccveevveienieniieienienen. 36,964 64,222
AddItIONS ..o 22,466 44,070
Charge-Offs.......cccevierieieieeeeeeee e (8,857) (11,523)
Transferred to OREO .........ccoccveiviviinieieeee. (13,888) (23,355)
Paid Off/Payments ..........cccccveeeerieneeierieneeeennn. (9,639) (18,311)
Restored to Accrual........cccoeveeeieeiieieiienieeee, (10,277) (18,139)
Ending Balance...........ccoccoevieienienieieeeeeee, 16,769 36,964
Change in OREO:
Beginning Balance ............coccoooeviiiiiiniie 48,071 53,426
Aditions' ... 15,271 24,488
Valuation Write-downs ..........cccoeeevveiveneenneennenne. (3,142) (3,592)
SALES ..ottt (23,791) (25,940)
OFNET ..o (729) (311)
Ending Balance...........ccccoooeiiiiiiniiieeeeee 35,680 48,071
NPA Net Change...........ccccooeeiieiinereceeeeeee, (32,586) (32,613)
NPA Ending Balance............cccccoeveveeeriereneerinennann. $ 52,449 $ 85,035
@

The difference in OREO additions and nonaccrual loans transferred to OREO represents loans migrating to OREO
status that were not in a nonaccrual status in a prior period.

Nonaccrual Loans. Nonaccrual loans totaled $16.8 million at year-end 2014, a decrease of $20.2 million from year-end 2013.

Gross additions to nonaccrual status during 2014 totaled $22.5 million compared to $44.1 million in 2013. A majority of the
year-over-year decrease in nonaccrual loans was realized in the commercial mortgage loan category.
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Generally, loans are placed on nonaccrual status if principal or interest payments become 90 days past due and/or
management deems the collectability of the principal and/or interest to be doubtful. Once a loan is placed in nonaccrual
status, all previously accrued and uncollected interest is reversed against interest income. Interest income on nonaccrual loans
is recognized when the ultimate collectability is no longer considered doubtful. Loans are returned to accrual status when the
principal and interest amounts contractually due are brought current or when future payments are reasonably assured. If
interest on our loans classified as nonaccrual during 2014 had been recognized on a fully accruing basis, we would have
recorded an additional $1.5 million of interest income for the year ended December 31, 2014.

Other Real Estate Owned. OREO represents property acquired as the result of borrower defaults on loans or by receiving a
deed in lieu of foreclosure. OREQ is recorded at the lower of cost or estimated fair value, less estimated selling costs, at the
time of foreclosure. Write-downs occurring at foreclosure are charged against the allowance for loan losses. On an ongoing
basis, properties are either revalued internally or by a third party appraiser as required by applicable regulations. Subsequent
declines in value are reflected as other noninterest expense. Carrying costs related to maintaining the OREO properties are
expensed as incurred and are also reflected as other noninterest expense.

OREO totaled $35.7 million at December 31, 2014 versus $48.1 million at December 31, 2013. During 2014, we added
properties totaling $15.3 million and partially or completely liquidated properties totaling $23.8 million. Revaluation
adjustments for other real estate owned properties during 2014 totaled $3.1 million and were charged to noninterest expense
when realized. For 2013, we added properties totaling $24.5 million and partially or completely liquidated properties totaling
$26.3 million. Revaluation adjustments for other real estate owned properties during 2013 totaled $3.6 million and were
charged to noninterest expense when realized.

The composition of our OREO portfolio as of December 31 is provided in the table below.

(Dollars in Thousands) 2014 2013

LOtS/Land.......ocoooveiiieeieeeieeeeee e $ 19,405 $ 29,821
Residential 1-4......cccoovvviiiiiiiieieeeeeeee e 4,430 3,964
Commercial Building...........cccccevervierienieieieee, 10,197 12,702
ONET ..o 1,648 1,584
Total OREO .....cciiiieiiriiieinieeieeeeseeeieeie e $ 35,680 $ 48,071

Troubled Debt Restructurings. TDRs are loans on which, due to the deterioration in the borrower’s financial condition, the
original terms have been modified and deemed a concession to the borrower. From time to time we will modify a loan as a
workout alternative. Most of these instances involve a principal moratorium, extension of the loan term, or interest rate
reduction.

Loans classified as TDRs at year-end 2014 totaled $46.7 million compared to $55.8 million at year-end 2013. Accruing
TDRs make up approximately $44.4 million, or 95%, of our TDR portfolio at year-end 2014 of which $2.1 million was over
30 days past due. The weighted average rate for the loans within the accruing TDR portfolio is 5.2%. During 2014, we
modified 28 loan contracts totaling approximately $4.1 million of which four loan contracts totaling $0.4 million have
defaulted. Our TDR default rate (default balance as a percentage of average TDRs) during 2014 and 2013 was 16% and 10%,
respectively.

The composition of our TDR portfolio as of December 31 is provided in the table below.

2014 2013
(Dollars in Thousands) Accruing  Nonaccruing”  Accruing  Nonaccruing')
Commercial, Financial and Agricultural..................coco......... $ 838 § 266 $ 1,511 § —
Real Estate — Construction...........ccecvevvenenerenenereneeeenenn — — 156 —
Real Estate — Commercial Mortgage ..........occeevvveverveneeennnnns 26,565 — 24,735 10,308
Real Estate — Residential ............ccccoooevivieiivieeeieieeeeieee e, 14,940 1,622 16,441 458
Real Estate — Home EqUity......ccccoooeeiieiiieniececeece, 1,856 356 1,576 241
LO0] 11511314 1<) PSSR 211 — 345 —
TOtal TDRS ..cuvieiiiiieiieieeeee et $§ 44410 $ 2244 § 44,764 § 11,007

' Nonaccruing TDRs are included in nonaccrual/NPL totals and NPA/NPL ratio calculations.
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Activity within our TDR portfolio is provided in the table below.

(Dollars in Thousands) 2014 2013

TDR Beginning Balance:............cccccoovevveiiveverennennns $ 55,770  $ 57,353
AddItIONS ..o 4,978 12,742
Charge-Offs.......cccevieieieeeeeee e (370) (1,018)
Paid Off/Payments ..........ccccveevevveneecenieseeienen. (5,573) (5,724)
Removal Due to Change in TDR Status............... (73) (1,632)
Defaults ...cooveeveeiieeieiiiieieiec e (8,078) (5,950)

TDR Ending Balance..............ccocoeveveieievereeernerennnenn. $ 46,654 $ 55,771

Past Due Loans. A loan is defined as a past due loan when one full payment is past due or a contractual maturity is over 30
days past due. Past due loans at year-end 2014 totaled $6.8 million compared to $7.7 million at year-end 2013.

Potential Problem Loans. Potential problem loans are defined as those loans which are now current but where management
has doubt as to the borrower’s ability to comply with present loan repayment terms. At December 31, 2014, we had $6.4
million in loans of this type which are not included in either of the nonaccrual, TDR or 90 day past due loan categories
compared to $7.4 million at December 31, 2013. Management monitors these loans closely and reviews their performance on
a regular basis.

Loan Concentrations. Loan concentrations are considered to exist when there are amounts loaned to multiple borrowers
engaged in similar activities which cause them to be similarly impacted by economic or other conditions and such amount
exceeds 10% of total loans. Due to the lack of diversified industry within the markets served by the Bank and the relatively
close proximity of the markets, we have both geographic concentrations as well as concentrations in the types of loans
funded. Specifically, due to the nature of our markets, a significant portion of the loan portfolio has historically been secured
with real estate, approximately 75% at year-end 2014 and 79% at year-end 2013. The primary types of real estate collateral
are commercial properties and 1-4 family residential properties. At December 31, 2014, commercial real estate and
residential real estate mortgage loans (including home equity loans) accounted for 35.4% and 37.1%, respectively, of the total
loan portfolio.

The following table summarizes our real estate loan portfolio as segregated by the type of property. Property type
concentrations are stated as a percentage of year-end total real estate loans.

2014 2013
Owner Owner
Investor Occupied Investor Occupied
Real Estate Real Estate Real Estate Real Estate
Vacant Land, Construction, and Land Development........... 10.0% — 10.0% —
Improved Property .......ccccveceeeieeieniieiieieeiesieeee e 22.0% 68.0% 23.2% 66.8%
Total Real Estate Loans ..........ccccceeeevieviienieciieeeie e 32.0% 68.0% 33.2% 66.8%

A major portion of our real estate loan portfolio is centered in the owner occupied category which carries a lower risk of non-
collection than certain segments of the investor category. Approximately 74% of the land/construction category was secured
by residential real estate at year-end 2014.

Allowance for Loan Losses

Management believes it maintains the allowance for loan losses at a level sufficient to provide for probable credit losses
inherent in the loan portfolio as of the balance sheet date. Credit losses arise from the borrowers’ inability or unwillingness to
repay, and from other risks inherent in the lending process including collateral risk, operations risk, concentration risk, and
economic risk. As such, all related risks of lending are considered when assessing the adequacy of the allowance. The
allowance for loan losses is established through a provision charged to expense. Loans are charged-off against the allowance
when losses are probable and reasonably quantifiable. The allowance for loan losses is based on management’s judgment of
overall credit quality. This is a significant estimate based on a detailed analysis of the loan portfolio. The balance can and
will change based on revisions to our assessment of the loan portfolio’s overall credit quality and other risk factors both
internal and external to us.
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Management evaluates the adequacy of the allowance for loan losses on a quarterly basis. The allowance consists of two
components. The first component consists of amounts reserved for impaired loans. A loan is deemed impaired when, based
on current information and events, it is probable that the company will not be able to collect all amounts due (principal and
interest payments), according to the contractual terms of the loan agreement. Loans are monitored for potential impairment
through our ongoing loan review procedures and portfolio analysis. Classified loans and past due loans over a specific dollar
amount, and all troubled debt restructurings are individually evaluated for impairment.

The approach for assigning reserves for the impaired loans is determined by the dollar amount of the loan and loan type.
Impairment measurement for loans over a specific dollar are assigned on an individual loan basis with the amount reserved
dependent on whether repayment of the loan is dependent on the liquidation of collateral or from some other source of
repayment. If repayment is dependent on the sale of collateral, the reserve is equivalent to the recorded investment in the loan
less the fair value of the collateral after estimated sales expenses. If repayment is not dependent on the sale of collateral, the
reserve is equivalent to the recorded investment in the loan less the estimated cash flows discounted using the loan’s effective
interest rate. The discounted value of the cash flows is based on the anticipated timing of the receipt of cash payments from
the borrower. The reserve allocations for individually measured impaired loans are sensitive to the extent market conditions
or the actual timing of cash receipts change. Impairment reserves for smaller-balance loans under a specific dollar amount are
assigned on a pooled basis utilizing loss factors for impaired loans of a similar nature.

The second component is a general reserve on all loans other than those identified as impaired. General reserves are assigned
to various homogenous loan pools, including commercial, commercial real estate, construction, residential 1-4 family, home

equity, and consumer. General reserves are assigned based on historical loan loss ratios determined by loan pool and internal
risk rating that are adjusted for various internal and external risk factors unique to each loan pool.

Table 9 analyzes the activity in the allowance over the past five years.

For 2014, our net charge-offs totaled $7.5 million, or 0.53%, of average loans, compared to $9.5 million, or 0.66%, for 2013,
and $18.0 million, or 1.16%, for 2012. Lower residential and construction loan charge-offs of $1.6 million and $1.1 million,
respectively, drove the decrease in net charge-offs in 2014. Reductions in residential and commercial real estate loan charge-
offs of $5.9 million and $2.4 million, respectively, drove the decline in net charge-offs in 2013. At year-end 2014, the
allowance for loan losses of $17.5 million was 1.22% of outstanding loans (net of overdrafts) and provided coverage of 105%
of nonperforming loans compared to 1.65% and 62%, respectively, at year-end 2013, and 1.93% and 45%, respectively, at
year-end 2012.

Table 10 provides an allocation of the allowance for loan losses to specific loan types for each of the past five years. The
reserve allocations, as calculated using the above methodology, are assigned to specific loan categories corresponding to the
type represented within the components discussed.

The reduction in the allowance for loan losses from December 31, 2013 to December 31, 2014 was primarily attributable to a
decline in general reserves reflective of slower problem loan migration, lower loan loss experience, as well as continued
improvement in credit quality metrics. A decrease in our impaired loan balance and related reserves contributed to a lesser
extent and reflects slower inflow and successful resolutions, as well as lower loss content. It is management’s opinion that the
allowance at December 31, 2014 is adequate to absorb probable losses inherent in the loan portfolio at year-end. The
reduction in the allowance for loan losses from December 31, 2012 to December 31, 2013 was primarily attributable to a
decline in impaired loan reserves and to a lesser extent lower general reserves. Successful impaired loan resolutions and
slower inflow drove the decrease in impaired loan reserves. The reduction in general reserves was primarily attributable to
favorable problem loan migration and lower loan loss experience. In 2013, we incorporated subjective factors of estimation
risk into each loan category which eliminated the unallocated portion of the allowance.
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Table 9
ANALYSIS OF ALLOWANCE FOR LOAN LOSSES

(Dollars in Thousands) 2014 2013 2012 2011 2010
Balance at Beginning of Year.........c..ccccoovvvevvvieerenenene $ 23,095 $ 29,167 $ 31,035 $ 35436 $ 43,999
Charge-Offs:
Commercial, Financial and Agricultural....................... 871 748 822 1,843 2,118
Real Estate — Construction........ccceeveeeeeviieeeeeeeeeeinnnene. 28 1,070 629 114 5,877
Real Estate — Commercial........cccccoeeiiviiiiiieiiiiiiinenen. 3,788 3,651 6,031 6,713 8,762
Real Estate — Residential ..........cccoevviviiiiiiiiiieiiiinneee. 2,160 3,835 9,719 11,870 12,168
Real Estate — Home EqUity........cccoeeveviiencieeniicnieee. 1,379 1,159 2,896 2,727 3,087
CONSUIMET ....eeiiieieiiiieeeee et eeee e e e eeaar e eeeeens 1,820 1,751 2,125 2,924 3,502
Total Charge-Offs........ccoceeviiiiiiiinieiieeeeeeeee 10,046 12,214 22,222 26,191 35,514
Recoveries:
Commercial, Financial and Agricultural....................... 214 209 290 387 370
Real Estate — Construction...........cocveeeeveeeevveeeeineeeeennns 9 1 43 14 8
Real Estate — Commercial............cccccooeeveeeeineeeeenenenee. 468 363 682 251 261
Real Estate — Residential ...........cccccovveeeviiiciieniiiiieennn. 752 838 1,291 478 385
Real Estate — Home EQUity.......cccoecvevierieiiieieeieieeene 141 294 399 214 555
CONSUIMIET ...ttt eeaar e e e e 1,001 965 1,483 1,450 1,548
Total RECOVETIES ....vvveveiieiieieeeeeeeeicee e 2,585 2,670 4,188 2,794 3,127
Net Charge-Offs......c.oooiiiiiieiiee e 7,461 9,544 18,034 23,397 32,387
Provision for Loan LOSSES .......cccovvviiiiiiivieeiieiieeineen. 1,905 3,472 16,166 18,996 23,824
Balance at End of Year......ccocveeioveeeeeeieeeeeeeeeeeee $ 17,539 $ 23,095 $ 29,167 $ 31,035 $ 35,436
Ratio of Net Charge-Offs to Average Loans
OULSTANAING ....c.eveeveiieieeie e 0.53% 0.66% 1.16% 1.39% 1.77%
Allowance for Loan Losses as a Percent of Loans at
End of Year.....ooooooovviiiiiiiiiee e 1.22% 1.65% 1.93% 1.91% 2.01%
Allowance for Loan Losses as a Multiple of Net
Charge-Offs.......ccoieiiiierieeceeeeeee e 2.35x 2.42x 1.62x 1.33x 1.09x
Table 10
ALLOCATION OF ALLOWANCE FOR LOAN LOSSES
2014 2013 2012 2011 2010
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Allow- Category Allow- Category Allow- Category Allow- Category Allow- Category
ance To Total ance To Total ance To Total ance To Total ance To Total
(Dollars in Thousands) Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
Commercial, Financial and
Agricultural ..........ccooeeerieiineieene $ 784 9.5% $ 699 9.0%$ 1,253 92%$ 1,534 8.0%$ 1,544 8.9%
Real Estate:
CONStruCtion.........ceeveeeevereeieireerenns 843 3.0 1,580 2.6 2,856 2.9 1,133 1.6 2,060 2.5
Commercial........c.ooceevvievrieineereenen, 5,287 354 7,710 38.1 11,081 40.3 10,660 39.2 8,645 38.2
Residential..........ccoooeveeeieerieienienn, 6,520 21.1 9,073 22.6 8,678 21.7 12,518 24.5 17,046 24.5
Home Equity. 2,882 15.9 3,051 16.3 2,945 15.5 2,392 15.0 2,522 14.3
Consumer........... 1,223 15.1 982 11.4 1,327 10.4 1,887 11.7 2,612 11.6
Not Allocated ..........ccoveevieviieiiiiienen, — — — — 1,027 — 911 — 1,007 —
TOtal.cevieeieieeeeeeeeeeeee e $ 17,539 100.0% $ 23,095 100.0% $ 29,167 100.0% $ 31,035 100.0% $ 35,436 100.0%
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Investment Securities

In 2014, our average investment portfolio increased $113.5 million, or 33.4%, from 2013 and increased $51.2 million, or
17.7%, from 2012 to 2013. As a percentage of average earning assets, the investment portfolio represented 20.3% in 2014,
compared to 15.4% in 2013. In both 2013 and 2014, the increase in the average balance of the investment portfolio resulted
from strategically growing investment purchases to better deploy our overnight funds and improve the overall composition of
our earning assets. In 2015, we will continue to closely monitor liquidity levels and pledging requirements to assess the need
to purchase additional investments, as well as look for new investment products that are prudent relative to our risk profile
and the Bank’s overall investment strategy.

The investment portfolio is a significant component of our operations and, as such, it functions as a key element of liquidity
and asset/liability management. Two types of classifications are approved for investment securities which are Available-for-
Sale (“AFS”) and Held-for-Maturity (“HTM?”). In 2013 and 2014, securities were purchased under both the AFS and HTM
designations. As of December 31, 2014, $332.8 million, or 67.1% of the investment portfolio was classified as AFS, with the
remaining $163.4 million classified as HTM.

In 2014, average taxable investments increased $130.2 million, or 56.1%, while tax-exempt investments decreased $16.7
million, or 15.5%. Taxable investments increased as part of our overall investment strategy in 2014. Short-term yields
improved during the year making these investments more attractive. Average balances of tax-exempt investments decreased
as high quality non-taxable securities with attractive spreads were less readily available in 2014. Management will continue
to purchase municipal issues as they become available and when it considers the yield to be attractive.

At acquisition, the classification of the security will be determined based on how the purchase will affect the company’s
asset/liability strategy and future business plans and opportunities. Such decisions will be weighed against multiple factors,
including regulatory capital requirements, volatility in earnings or other comprehensive income, and liquidity needs.
Securities in the AFS portfolio are recorded at fair value with unrealized gains and losses associated with these securities
recorded net of tax, in the accumulated other comprehensive income (loss) component of shareowners’ equity. Securities that
are HTM will be acquired or owned with the intent of holding them to maturity (final payment date). HTM investments are
measured at amortized cost. It is neither management’s current intent nor practice to participate in the trading of investment
securities for the purpose of recognizing gains and therefore we do not maintain a trading portfolio.

At December 31, 2014, the investment portfolio maintained a net pre-tax unrealized gain of $0.5 million in the AFS portfolio
compared to a net pre-tax unrealized gain of $0.3 million at December 31, 2013. At December 31, 2014, there were 157
positions (combined AFS and HTM) with unrealized losses totaling $0.7 million. Of the 157 positions, 84 were Ginnie Mae
mortgage-backed securities (GNMA), US Treasuries, or SBA securities, all of which carry the full faith and credit guarantee
of the US Government. SBA securities float monthly or quarterly to the prime rate and are uncapped. There were 24 SBA
positions and 24 GMNA positions in an unrealized loss position for longer than 12 months, and have unrealized losses of
$231,000 and $88,000, respectively. There were 64 municipal bonds in an unrealized loss position that were pre-refunded, or
rated “AA-“or better. One of these positions was in an unrealized loss position for longer than 12 months, and had an
unrealized loss of $5,000. The remaining nine securities are Federal Farm Credit or Federal Home Loan Bank agency bonds,
none of which have been in an unrealized loss position for longer than 12 months. No positions with unrealized losses are
considered impaired, and all positions are expected to mature at par or better.

The average maturity of the total portfolio at December 31, 2014 and 2013 was 2.17 and 1.95 years, respectively. Balances in
all asset classes increased compared to last year with the exception of GNMA mortgage-backed securities and non-taxable
municipal bonds. Purchases of U.S. Treasuries with maturities out to three and one-half years were added in 2014 which
extended the average life of the investment portfolio. See Table 12 for a breakdown of maturities by investment type.

The weighted average taxable equivalent yield of the investment portfolio at December 31, 2014 was 1.00% versus 0.94% in
2013. This higher yield was a result of most new purchases being made at higher market rates during 2014. Our bond
portfolio contained no investments in obligations, other than U.S. Governments, of any one state, municipality, political
subdivision or any other issuer that exceeded 10% of our shareowners’ equity at December 31, 2014. New investments
continue to be made selectively in short-duration, high quality bonds.

Table 11 and Table 12 present a detailed analysis of our investment securities as to type, maturity and yield at December 31.
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Table 11
INVESTMENT SECURITIES BY CATEGORY

2014 2013 2012

Carrying Carrying Carrying
(Dollars in Thousands) Amount  Percent Amount Percent Amount Percent
Available for Sale
U.S. Government TI€asury .............cccceeveveveurennnns $186,031 37% $ 71,833 18% $ 97,249 33%
U.S. Government Agency........cccceevvereerueereeneenen. 96,097 19% 75,146 19% 51,664 17%
States and Political Subdivisions .......ccceeeeeeuueennen. 2,287 — % 91,753 23% 79,879 27%
Mortgage-Backed Securities..........cccocevererennenne. 48,388 10% 2,795 1% 56,982 19%
Equity SeCUrities . .....ccceverereireeieieeieieieiee e 8,745 2% 9,893 2% 11,211 4%
TOtal .o 341,548 68% 251,420 63% 296,985 100%
Held to Maturity
U.S. Government Treasury .........ccocceevveenveeneeennne. 76,179 15% 43,533 11% — — %
U.S. Government Aency.......cccceeeeeevveenveenveennnn. 19,807 4% 15,794 4% — — %
States and Political Subdivisions...........ccc............ 40,878 8% 33,216 8% — — %
Mortgage-Backed Securities...........ccevverieeiennenne 26,717 5% 55,668 14% — — %
TOtal e 163,581 32% 148,211 37% — — %
Total Investment SECUTTtIES .........cceveveuveeeeerveeeenns $505,129 100% $399,631 100% 296,985 100%
Table 12

MATURITY DISTRIBUTION OF INVESTMENT SECURITIES

Within 1 year 1 -5 years 5-10 years After 10 years Total
(Dollars in Thousands) Amount WAY®  Amount WAY® Amount WAY® Amount WAY®  Amount WAY®
Available for Sale
U.S. Government

Treasury......ccoceevenene. $ 14,222 0.34% $171,809 0.92% $ — —% $ — —% $186,031 0.88%
U.S. Government

AZENCY ..o 11,841 0.45 84,256 0.84 — — — — 96,097 0.79
States and Political

Subdivisions .............. 20,620 0.81 27,768 1.06 — — — — 48,388 0.95
Mortgage-Backed

Securities" .............. 136 1.91 2,097  5.08 54 1.54 — — 2,287 481
Other Securities® ......... — — — — — — 8,745 5.15 8,745 5.5
Total .ocevveeveieiieieee $ 46,819 0.58% $285,930 0.94% $ 54 1.54% $ 8,745 5.15% $341,548 1.00%
Held to Maturity
U.S. Government

Treasury.....ccccovevnenee. $ — —% $ 76,179 0.83% $ — —% $ — —% $ 76,179 0.83%
U.S. Government

AGENCY ..o — — 19,807 0.79 — — — — 19,807 0.79
States and Political

Subdivisions .............. 17,958 0.60 8,759 0.90 — — — — 26,717 0.70
Mortgage-Backed

Securities" ............... 3,983 1.24 36,895  1.72 — — — — 40,878  1.67
Total ..coevveeieeeeeeen, $ 21,941 0.72% $141,640 1.06% $ — —% $ — —% $163,581 1.02%

Total Investment
Securities .......coou.... $ 68,760 0.63% $427,570 0.98% $ 54 1.54% $ 8,745 5.15% $505,129 1.01%

)
2)

Based on weighted-average life.

Federal Home Loan Bank Stock and Federal Reserve Bank Stock are included in this category for weighted average yield, but do not
have stated maturities.

& Weighted average yield calculated based on current amortized cost balances — not presented on a tax equivalent basis.
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Deposits and Funds Purchased

Average total deposits for the year were $2.093 billion; an increase of $23.4 million, or 1.1%, compared to the same period in
2013 and deposits decreased $35.6 million, or 1.7%, from 2012 to 2013. Increases in noninterest bearing deposits and savings
accounts were partially offset by declines in the remaining product types. The decline occurring from 2012 to 2013 was
attributable to decreases in NOW accounts and certificates of deposit, and was partially offset by increases in noninterest
bearing deposits, money market accounts, and savings accounts.

As is typical, the seasonal inflow of public funds started in the fourth quarter of 2014 and is expected to continue through the
first quarter of 2015. Deposit levels remain strong and our mix of deposits continues to improve slightly as higher cost
certificates of deposit are replaced with lower rate non-maturity deposits and noninterest bearing demand accounts. Prudent
pricing discipline will continue to be the key to managing our mix of deposits. Our strategy is to manage the mix of our
deposits rather than compete on rate, which enables us to maintain an exceptionally low cost of funds — 15 basis points in the
fourth quarter and 16 basis points for the year 2014.

Average total deposits were $2.077 billion for the fourth quarter of 2014, an increase of $14.5 million, or 0.7%, from the
third quarter of 2014. The higher level of deposits when compared to the prior period reflects higher noninterest bearing
deposits and NOW accounts (reflecting the inflow of public funds), and savings accounts, partially offset by declines in

money markets and certificates of deposit.

Table 2 provides an analysis of our average deposits, by category, and average rates paid thereon for each of the last three
years. Table 13 reflects the shift in our deposit mix over the last year and Table 13 provides a maturity distribution of time
deposits in denominations of $100,000 and over at December 31, 2014,

Average short-term borrowings, which include federal funds purchased, securities sold under agreements to repurchase,
FHLB advances (maturing in less than one year), and other borrowings, decreased $9.5 million, or 17.7% in 2014. The lower
balance is attributable to decreases in both repurchase agreements and other borrowed funds by $5.4 million and $4.1 million,
respectively. See Note 7 in the Notes to Consolidated Financial Statements for further information on short-term borrowings.

We continue to focus on the value of our deposit franchise, which produces a strong base of core deposits with minimal
reliance on wholesale funding.

Table 13
SOURCES OF DEPOSIT GROWTH
2013to  Percentage Components of
2014 of Total Total Deposits
(Average Balances - Dollars in Thousands) Change Change 2014 2013 2012
Noninterest Bearing Deposits ........cccccveveecververieenienennns $ 40,071 171.2% 32.1% 30.5% 29.0%
NOW ACCOUNLS......oveeieiieiieiienienieniesie sttt eieeeeeenaens (3,647) (15.6) 34.2 34.8 36.6
Money Market ACCOUNES .......c.eccvereeerireieeieniieieeieenans (11,153) (47.6) 13.0 13.7 13.3
SAVINGS. c.eviviiteeieeieetee et 23,351 99.8 10.9 9.8 8.3
Time DePOSILS....ceerrieiieierieriierie e (25,218) (107.8) 9.8 11.2 12.8
Total DepPOSItS....cc.eeveieriiriinienirienerceteeetete e $ 23,404 100.0% 100.0% 100.0% 100.0%
Table 14
MATURITY DISTRIBUTION OF CERTIFICATES OF DEPOSIT $100,000 OR OVER
2014
Time
Certificates
(Dollars in Thousands) of Deposit Percent
Three months or 1€8S........cocvvvvievieiicieieeeeeeeeeeeee $ 16,830 32.0%
Over three through six months..........ccccoceeeiennnene 13,031 24.8
Over six through twelve months..........c.ccoccevenenene. 16,518 314
Over twelve MmOoNthS..........ooovvvviiiiiieiiiiieeeeeeeeens 6,232 11.8
TOtal e $ 52,611 100.0%
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Market Risk and Interest Rate Sensitivity

Overview. Market risk arises from changes in interest rates, exchange rates, commodity prices, and equity prices. We have
risk management policies to monitor and limit exposure to market risk and do not participate in activities that give rise to
significant market risk involving exchange rates, commodity prices, or equity prices. In asset and liability management
activities, our policies are designed to minimize structural interest rate risk.

Interest Rate Risk Management. Our net income is largely dependent on net interest income. Net interest income is
susceptible to interest rate risk to the degree that interest-bearing liabilities mature or reprice on a different basis than interest-
earning assets. When interest-bearing liabilities mature or reprice more quickly than interest-earning assets in a given period,
a significant increase in market rates of interest could adversely affect net interest income. Similarly, when interest-earning
assets mature or reprice more quickly than interest-bearing liabilities, falling interest rates could result in a decrease in net
interest income. Net interest income is also affected by changes in the portion of interest-earning assets that are funded by
interest-bearing liabilities rather than by other sources of funds, such as noninterest-bearing deposits and shareowners’
equity.

We have established a comprehensive interest rate risk management policy, which is administered by management’s Asset
Liability Management Committee (“ALCO”). The policy establishes limits of risk, which are quantitative measures of the
percentage change in net interest income (a measure of net interest income at risk) and the fair value of equity capital (a
measure of economic value of equity (“EVE”) at risk) resulting from a hypothetical change in interest rates for maturities
from one day to 30 years. We measure the potential adverse impacts that changing interest rates may have on our short-term
earnings, long-term value, and liquidity by employing simulation analysis through the use of computer modeling. The
simulation model captures optionality factors such as call features and interest rate caps and floors imbedded in investment
and loan portfolio contracts. As with any method of gauging interest rate risk, there are certain shortcomings inherent in the
interest rate modeling methodology used by us. When interest rates change, actual movements in different categories of
interest-earning assets and interest-bearing liabilities, loan prepayments, and withdrawals of time and other deposits, may
deviate significantly from assumptions used in the model. Finally, the methodology does not measure or reflect the impact
that higher rates may have on adjustable-rate loan clients’ ability to service their debts, or the impact of rate changes on
demand for loan and deposit products.

We prepare a current base case and four alternative interest rate simulations (Down 100, Up 100, Up 200 and Up 300) basis
points, at least once per quarter, and report the analysis to ALCO, our Market Risk Oversight Committee (“MROC”), our
Enterprise Risk Oversight Committee (“EROC”) and the Board of Directors. In addition, more frequent forecasts may be
produced when interest rates are particularly uncertain or when other business conditions so dictate.

Our interest rate risk management goal is to avoid unacceptable variations in net interest income and capital levels due to
fluctuations in market rates. Management attempts to achieve this goal by balancing, within policy limits, the volume of
floating-rate liabilities with a similar volume of floating-rate assets, by keeping the average maturity of fixed-rate asset and
liability contracts reasonably matched, by managing the mix of our core deposits, and by adjusting our rates to market
conditions on a continuing basis.

The balance sheet is subject to testing for interest rate shock possibilities to indicate the inherent interest rate risk. Average
interest rates are shocked by plus or minus 100, 200, and 300 basis points (“bp”), although we may elect not to use particular
scenarios that we determined are impractical in a current rate environment. It is management’s goal to structure the balance
sheet so that net interest earnings at risk over a 12-month period and the economic value of equity at risk do not exceed
policy guidelines at the various interest rate shock levels.

We augment our interest rate shock analysis with alternative external interest rate scenarios on a quarterly basis. These
alternative interest rate scenarios may include non-parallel rate ramps.

Analysis. Measures of net interest income at risk produced by simulation analysis are indicators of an institution’s short-term

performance in alternative rate environments. These measures are typically based upon a relatively brief period, usually one
year. They do not necessarily indicate the long-term prospects or economic value of the institution.
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ESTIMATED CHANGES IN NET INTEREST INCOME"

Changes in Interest Rates +300 bp +200 bp +100 bp -100 bp
Policy Limit -10.0% -1.5% -5.0% -5.0%
December 31, 2014 2.7% 4.0% -1.1% -2.9%
December 31, 2013 11.0% 10.7% 7.4% -1.8%

The Net Interest Income at Risk position improved for the month ended December 2014, when compared to the same period
in 2013 for all rising rate scenarios. Our largest exposure is when rates decline 100 basis points, with a measure of -2.9%,
which remains within our policy limit of -5.0%. The year-over-year unfavorable variance is primarily attributable to lower
levels of overnight funds, offset by higher investments and performing loan portfolios. All measures of net interest income at
risk are within our prescribed policy limits.

The measures of equity value at risk indicate our ongoing economic value by considering the effects of changes in interest
rates on all of our cash flows, and discounting the cash flows to estimate the present value of assets and liabilities. The
difference between these discounted values of the assets and liabilities is the economic value of equity, which in theory
approximates the fair value of our net assets.

ESTIMATED CHANGES IN ECONOMIC VALUE OF EQUITY®

Changes in Interest Rates +300 bp +200 bp +100 bp -100 bp
Policy Limit -12.5% -10.0% -7.5% -7.5%
December 31, 2014 -2.1% 1.0% -3.3% -8.3%
December 31, 2013 0.8% 3.8% 4.0% -5.9%

The unfavorable variance year over year in all scenarios was attributable to a shift in mix of assets from overnight funds to
securities and the loan portfolio, and a more conservative set of rising rate deposit pricing and decay assumptions.
Management continuously works to hone and validate these assumptions as historical data is gathered and current market
conditions change.

D Down 200 and 300 rate scenarios have been excluded due to the current historically low interest rate environment.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity

In general terms, liquidity is a measurement of our ability to meet our cash needs. Our objective in managing our liquidity is
to maintain our ability to fund our operational needs, loan commitments, purchase securities or repay deposits and other
liabilities in accordance with their terms, without an adverse impact on our current or future earnings. Our liquidity strategy
is guided by policies that are formulated and monitored by our ALCO and senior management, and which take into account
the marketability of assets, the sources and stability of funding and the level of unfunded commitments. We regularly
evaluate all of our various funding sources with an emphasis on accessibility, stability, reliability and cost-effectiveness. For
the years ended December 31, 2014 and 2013, our principal source of funding has been our clients’ deposits, supplemented
by our short-term and long-term borrowings, primarily from securities sold under repurchase agreements, federal funds
purchased and FHLB borrowings. We believe that the cash generated from operations, our borrowing capacity and our access
to capital resources are sufficient to meet our future operating capital and funding requirements.

As of December 31, 2014, we have the ability to generate $896.4 million in additional liquidity through all of our available
resources. In addition to the primary borrowing outlets mentioned above, we also have the ability to generate liquidity by
borrowing from the Federal Reserve Discount Window and through brokered deposits. Management recognizes the
importance of maintaining liquidity and has developed a Contingent Liquidity Plan, which addresses various liquidity stress
levels and our response and action based on the level of severity. We periodically test our credit facilities for access to the
funds, but also understand that as the severity of the liquidity level increases certain credit facilities may no longer be
available. A liquidity stress test is completed quarterly based on events that could potentially occur at the Bank with the
results reported to ALCO, MROC, EROC and the Board of Directors. The liquidity available to us is considered sufficient to
meet our ongoing needs.

We view our investment portfolio as a liquidity source and have the option to pledge the portfolio as collateral for borrowings
or deposits, and/or sell selected securities. The portfolio consists of debt issued by the U.S. Treasury, U.S. governmental
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agencies, and municipal governments. The weighted-average life of the portfolio is 2.17 years and as of year-end had a net
unrealized pre-tax gain of $0.5 million.

Our average overnight funds (defined as funds sold plus interest bearing deposits with other banks less funds purchased)
position was $288.6 million during the fourth quarter of 2014 compared to an average net overnight funds sold position of
$317.6 million in the prior quarter and an average overnight funds sold position of $411.6 million in the fourth quarter of
2013. The decrease when compared to both prior periods reflects the increase in our investment and loan portfolios.

Although we have experienced loan growth in 2014, we continue to work on lowering the level of overnight funds by adding
to our investment portfolio with short-duration, high quality securities and reducing deposit balances. We offer to our clients
a fully-insured money market account which is provided by a third party and can serve as an alternative investment for some
of our higher balance depositors while at the same time allowing us to maintain the account relationship. Until such time that
attractive investment alternatives arise, we will continue to execute these strategies as well as seek other initiatives in an
effort to better deploy our overnight fund balances.

Capital expenditures are expected to approximate $5.0 million over the next 12 months, which consist primarily of ATM
replacements, furniture and fixtures, and technology purchases. Management believes that these capital expenditures will be
funded with existing resources without impairing our ability to meet our ongoing obligations.

Borrowings

At December 31, 2014, advances from the FHLB consisted of $33.1 million in outstanding debt consisting of 33 notes. In
2014, the Bank made FHLB advance payments totaling $8.9 million, which includes seven advances that matured or were
paid off. No new FHLB advances were obtained in 2014. The FHLB notes are collateralized by a blanket floating lien on all
of our 1-4 family residential mortgage loans, commercial real estate mortgage loans, and home equity mortgage loans.

We have issued two junior subordinated deferrable interest notes to wholly owned Delaware statutory trusts. The first note
for $30.9 million was issued to CCBG Capital Trust I in November 2004. The second note for $32.0 million was issued to
CCBG Capital Trust IT in May 2005. See Note 9 in the Notes to Consolidated Financial Statements for additional information
on these borrowings. The interest payment for the CCBG Capital Trust I borrowing is due quarterly and adjusts quarterly to a
variable rate of 3-month LIBOR plus a margin of 1.90%. This note matures on December 31, 2034. The interest payment for
the CCBG Capital Trust II borrowing is due quarterly and will adjust annually to a variable rate of 3-month LIBOR plus a
margin of 1.80%. This note matures on June 15, 2035. The proceeds of these borrowings were used to partially fund
acquisitions.

Table 15
CONTRACTUAL CASH OBLIGATIONS

Table 15 sets forth certain information about contractual cash obligations at December 31, 2014.

Payments Due By Period
>1-3 >3-
(Dollars in Thousands) <1Yr Yrs 5Yrs >5Yrs Total
Federal Home Loan Bank Advances ........... $ 4,765 $ 9,344 $ 12,367 $ 6,635 $ 33,111
Subordinated Notes Payable........................ — — — 62,887 62,887
Operating Lease Obligations ....................... 536 897 429 3,234 5,096
Time Deposit Maturities ............cccceevereeenee. 165,989 25,990 1,876 1,726 195,581
Total Contractual Cash Obligations............. $ 171,290 $ 36,231 $ 14,672 $ 74,482 $ 296,675

Capital

Shareowners’ equity totaled $272.5 million at December 31, 2014 compared to $276.4 million at December 31, 2013. During
2014, shareowners’ equity decreased $3.9 million, or 1.4%. During the year, shareowners’ equity was positively impacted by
net income of $9.3 million, stock compensation accretion of $1.3 million, and net adjustments totaling $0.3 million related to
transactions under our stock compensation plans. Shareowners’ equity was reduced by common stock dividends of $1.6
million, share repurchases totaling $0.3 million, and a $12.9 million increase in the accumulated other comprehensive loss for
our pension plan.
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Shareowners’ equity as of December 31, for each of the last three years is presented below:

(Dollars in Thousands) 2014 2013 2012
COMMON SEOCK ..eviuieiiieietirietetese ettt $ 174 $ 174 $ 172
Additional Paid-in Capital ..........ccoecverieiiieieniesieeeie e 42,569 41,152 38,707
Retained Earnings........cccvevvieieeieeiesiieieeie ettt e e enne s 251,306 243,614 237,569
SUBLOLAL......eieiie ittt ettt et ra et e nseenaeeneas 294,049 284,940 276,448
Accumulated Other Comprehensive Loss, Net of Tax ......cccceevevevvenincinnnenne (21,509) (8,540) (29,559)
Total ShareowWners” EQUILY .......ccveverierieiieeie et $ 272,540 $ 276,400 $ 246,889

We continue to maintain a strong capital position. The ratio of shareowners’ equity to total assets at year-end was 10.37%,
10.58%, and 9.37%, in 2014, 2013, and 2012, respectively. Management believes our strong capital base offered protection
during the course of the last economic downturn and provides sufficient capacity to meet our strategic objectives.

We are subject to risk-based capital guidelines that measure capital relative to risk-weighted assets and off-balance sheet
financial instruments. Capital guidelines issued by the Federal Reserve require bank holding companies to have a minimum
total risk-based capital ratio of 8.00%, with at least half of the total capital in the form of Tier I Capital. As of December 31,
2014, we exceeded these capital guidelines with a total risk-based capital ratio of 17.76% and a Tier I capital ratio of 16.67%,
compared to 17.94% and 16.56%, respectively, in 2013. As allowed by Federal Reserve capital guidelines the trust preferred
securities issued by CCBG Capital Trust I and CCBG Capital Trust II are included as Tier I Capital in our capital calculations
previously noted. See Note 9 in the Notes to Consolidated Financial Statements for additional information on our two trust
preferred security offerings. See Note 14 in the Notes to Consolidated Financial Statements for additional information as to
our capital adequacy.

The federal banking regulators issued new capital rules establishing a new comprehensive capital framework for U.S.
banking organizations which will become effective January 1, 2015 (subject to a phase-in period) (the “Basel III Capital
Rules™). Refer to the Regulatory Considerations — Capital Regulations section on page 15 for a detailed discussion of the new
Basel III capital requirements. Upon implementation of the new capital standards, we believe that we will meet all capital
adequacy requirements under the Basel III Capital Rules on a fully phased-in basis as if such requirements were currently in
effect.

A leverage ratio is also used in connection with the risk-based capital standards and is defined as Tier I Capital divided by
average assets. The minimum leverage ratio under this standard is 4% for the highest-rated bank holding companies which
are not undertaking significant expansion programs. A higher standard may be required for other companies, depending upon
their regulatory ratings and expansion plans. On December 31, 2014, we had a leverage ratio of 10.99% compared to 10.46%
in 2013.

At December 31, 2014, our common stock had a book value of $15.53 per diluted share compared to $15.85 at December 31,
2013. Book value is impacted by the net unrealized gains and losses on investment securities available-for-sale. At December
31, 2014, the net unrealized gain was $59,000 compared to a $132,000 net unrealized loss at December 31, 2013. The
aforementioned net unrealized gain of $59,000 reflects a $322,000 gain on available for sale securities and $263,000 in
unamortized loss related to the transfer of securities to HTM in 2013. Book value is also impacted by the recording of our
unfunded pension liability through other comprehensive income in accordance with Accounting Standards Codification
Topic 715. At December 31, 2014, the net pension liability reflected in other comprehensive loss was $21.6 million
compared to $8.4 million at December 31, 2013. The increase in our unfunded pension liability was primarily due to (1) a
decrease in the plan discount rate (attributable to lower long-term rates at the end of 2014), which drives an increase in
pension liabilities, and (2) the incorporation of recent changes to the mortality tables used to calculate pension liabilities.

In February 2014, our Board of Directors authorized the repurchase of up to 1,500,000 shares of our outstanding common
stock. Repurchases may be made in the open market or in privately negotiated transactions; however, we are not obligated to
repurchase any specified number of shares. During 2014, we repurchased 19,600 shares of our outstanding common stock at
an average price of $13.69 per share under the plan.

We offer an Associate Incentive Plan under which certain associates are eligible to earn equity-based awards based upon
achieving established performance goals. In 2014, 76,547 shares were earned under this plan of which 3,200 shares were
issued in 2014 and 73,347 were issued in January 2015. In 2013, 66,137 shares were earned under this plan of which 3,100
were issued in 2013 and 63,037 were issued in January 2014.
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We also offer stock purchase plans, which permit our associates and directors to purchase shares at a 10% discount. In 2014,
39,562 shares, valued at approximately $0.6 million (before 10% discount), were issued under these plans. In 2013, we issued
96,946 shares, valued at approximately $1.1 million (before 10% discount).

Dividends

Adequate capital and financial strength is paramount to our stability and the stability of our subsidiary bank. Cash dividends
declared and paid should not place unnecessary strain on our capital levels. When determining the level of dividends the
following factors are considered:

e Compliance with state and federal laws and regulations;
e Qur capital position and our ability to meet our financial obligations;
e Projected earnings and asset levels; and

e The ability of the Bank and us to fund dividends.
Inflation

The impact of inflation on the banking industry differs significantly from that of other industries in which a large portion of
total resources are invested in fixed assets such as property, plant and equipment.

Assets and liabilities of financial institutions are virtually all monetary in nature, and therefore are primarily impacted by
interest rates rather than changing prices. While the general level of inflation underlies most interest rates, interest rates react
more to changes in the expected rate of inflation and to changes in monetary and fiscal policy. Net interest income and the
interest rate spread are good measures of our ability to react to changing interest rates and are discussed in further detail in
the section entitled “Results of Operations.”

OFF-BALANCE SHEET ARRANGEMENTS

We do not currently engage in the use of derivative instruments to hedge interest rate risks. However, we are a party to
financial instruments with off-balance sheet risks in the normal course of business to meet the financing needs of our clients.

At December 31, 2014, we had $312.1 million in commitments to extend credit and $8.3 million in standby letters of credit.
Commitments to extend credit are agreements to lend to a client so long as there is no violation of any condition established
in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of
a fee. Since many of the commitments may expire without being drawn upon, the total commitment amounts do not
necessarily represent future cash requirements. Standby letters of credit are conditional commitments issued by us to
guarantee the performance of a client to a third party. We use the same credit policies in establishing commitments and
issuing letters of credit as we do for on-balance sheet instruments.

If commitments arising from these financial instruments continue to require funding at historical levels, management does
not anticipate that such funding will adversely impact our ability to meet on-going obligations. In the event these
commitments require funding in excess of historical levels, management believes current liquidity, investment security
maturities, available advances from the FHLB and Federal Reserve Bank provide a sufficient source of funds to meet these
commitments.

FOURTH QUARTER 2014 — FINANCIAL RESULTS

Results of Operations

We realized net income of $1.9 million, or $0.11 per diluted share for the fourth quarter of 2014, compared to net income of
$2.1 million, or $0.12 per diluted share for the third quarter of 2014. The decline in earnings reflects a $0.3 million decrease
in noninterest income, an increase in the loan loss provision of $0.2 million, and higher income taxes of $0.1 million that
were partially offset by higher net interest income of $0.1 million and lower noninterest expense of $0.3 million.

Tax equivalent net interest income for the fourth quarter of 2014 was $19.1 million compared to $19.0 million for the third

quarter of 2014. During the fourth quarter we realized a positive shift in our earning asset mix due to growth in the
investment and loan portfolios. Unfavorable asset repricing continued through the quarter and was only partially offset by a
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slight reduction in the cost of funds. The net interest margin for the fourth quarter of 2014 was 3.43%, an increase of one
basis point over the third quarter of 2014 driven growth in our investment and loan portfolios.

The provision for loan losses for the fourth quarter of 2014 was $0.6 million compared to $0.4 million for the third quarter of
2014 driven by a higher level loan charge-offs. Net charge-offs for the fourth quarter of 2014 totaled $2.2 million, or 0.61%
(annualized) of average loans, compared to $1.9 million, or 0.52% (annualized), for the third quarter of 2014.

Noninterest income for the fourth quarter of 2014 totaled $13.1 million, a $0.3 million, or 2.2%, decrease from the third
quarter of 2014. The decrease reflects lower deposit fees of $0.2 million, wealth management fees of $0.1 million, mortgage
banking fees of $0.1 million, and data processing fees of $0.1 million that were partially offset by higher other income of
$0.2 million. Deposit fees declined due to a lower level of overdraft fees. Lower trade activity by our retail brokerage clients
drove the reduction in wealth management fees. The decrease in mortgage banking fees was generally attributable to a
seasonal slowdown in home purchase activity in our markets. The reduction in data processing fees is related to the loss of a
government processing contract during 2014. Higher bank owned life insurance income and working capital finance fees
drove the increase in other income.

Noninterest expense for the fourth quarter of 2014 totaled $28.3 million, a decrease of $0.3 million, or 1.0%, from the third
quarter of 2014 reflective of lower OREO expense of $0.4, occupancy expense of $0.2 million and other expense of $0.2
million, partially offset by a higher compensation expense of $0.5 million. The decline in OREO expense was primarily
attributable lower property carrying costs. Lower maintenance and repair costs for our premises and lower utility costs drove
the reduction in occupancy expense. The reduction in other expense was primarily attributable to a decline in legal fees and
advertising costs. The higher level of compensation expense was primarily attributable to an increase in stock compensation
expense reflective of a higher level of performance for our stock incentive plans.

Discussion of Financial Condition

Average earning assets were $2.213 billion for the fourth quarter of 2014, an increase of $3.4 million, or 0.2%, over the third
quarter of 2014, attributable to a higher level of total deposits. Growth in both the loan and investment portfolios led to a
more favorable earning asset mix.

Average loans were $1.427 billion for the fourth quarter of 2014, a $5.4 million, or 0.4%, increase over the third quarter of
2014 continuing growth in period end loans for four consecutive quarters. The growth continues to be driven primarily by the
consumer portfolio while the commercial real estate portfolio declined.

Nonperforming assets (nonaccrual loans and OREO) totaled $52.4 million at December 31, 2014, a decrease of $12.8 million
from September 30, 2014. Nonaccrual loans totaled $16.8 million at December 31, 2014, a decrease of $6.7 million from
September 30, 2014. Nonaccrual loan additions totaled $5.8 million in the fourth quarter of 2014 compared to $4.8 million
for the third quarter of 2014. The balance of OREO totaled $35.7 million at December 31, 2014, a decrease of $6.0 million
from September 30, 2014. For the fourth quarter of 2014, we added properties totaling $3.2 million, sold properties totaling
$7.9 million, recorded valuation adjustments totaling $0.9 million, and realized miscellaneous adjustments of $0.4 million.
Nonperforming assets represented 2.00% of total assets at December 31, 2014 compared to 2.61% at September 30, 2014.

Average total deposits were $2.077 billion for the fourth quarter of 2014, an increase of $14.5 million, or 0.7%, over the third
quarter of 2014. The higher level of deposits reflects higher noninterest bearing deposits and savings accounts, partially offset
by declines in money markets and certificates of deposit. The seasonal inflow of public funds started in the fourth quarter of
2014 and will continue through the first quarter of 2015. Deposit levels remain strong and our mix of deposits continues to
improve as higher cost certificates of deposit are replaced with lower rate non-maturity deposits and noninterest bearing
demand accounts. Average borrowings increased by $4.0 million attributable to higher repurchase agreement balances.

Equity capital was $272.5 million as of December 31, 2014, compared to $283.3 million as of September 30, 2014. Our
leverage ratio was 10.99% and 10.97% for these periods. Further, our risk-adjusted capital ratio was 17.76% at December 31,
2014 compared to 18.08% at September 30, 2014, significantly exceeding the 10.0% threshold to be designated as “well-
capitalized” under the risk-based regulatory guidelines. At December 31, 2014, our tangible common equity ratio was 7.38%,
compared to 8.22% at September 30, 2014. The decline in equity and certain capital ratios in the fourth quarter of 2014 were
due to an unfavorable adjustment in the pension component of our other comprehensive income. The unfavorable adjustment
reflects (1) a decrease in the plan discount rate (attributable to lower long-term rates at the end of 2014), which drives an
increase in pension liabilities, and (2) the incorporation of recent changes to the mortality tables used to calculate pension
liabilities.
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ACCOUNTING POLICIES
Critical Accounting Policies

The consolidated financial statements and accompanying Notes to Consolidated Financial Statements are prepared in
accordance with accounting principles generally accepted in the United States of America, which require us to make various
estimates and assumptions (see Note 1 in the Notes to Consolidated Financial Statements). We believe that, of our significant
accounting policies, the following may involve a higher degree of judgment and complexity.

Allowance for Loan Losses. The allowance for loan losses is a reserve established through a provision for loan losses charged
to expense, which represents management’s best estimate of probable losses within the existing portfolio of loans. The
allowance is the amount considered adequate to absorb losses inherent in the loan portfolio based on management’s
evaluation of credit risk as of the balance sheet date.

The allowance for loan losses includes allowance allocations calculated in accordance with U.S. GAAP. The level of the
allowance reflects management’s continuing evaluation of specific credit risks, loss experience, loan portfolio quality,
economic conditions and unidentified losses inherent in the current loan portfolio, as well as trends in the foregoing. This
evaluation is inherently subjective, as it requires estimates that are susceptible to significant revision as information becomes
available.

The Company’s allowance for loan losses consists of two components: (i) specific reserves established for probable losses on
impaired loans; and (ii) general reserves for non-homogenous loans not deemed impaired and homogenous loan pools based
on, but not limited to, historical loan loss experience, current economic and market conditions, levels of past due loans, and
levels of problem loans.

Our financial results are affected by the changes in and the absolute level of the allowance for loan losses. This estimation
process is judgmental and requires an estimate of the loss severity rates that we apply to our unimpaired loan portfolio. In the
event that estimated loss severity rates for our unimpaired loan portfolio increased by 10%, the allowance for loan losses
would increase by approximately $0.9 million.

Goodwill. Goodwill represents the excess of the cost of acquired businesses over the fair market value of their identifiable net
assets. We perform an impairment review on an annual basis or more frequently if events or changes in circumstances
indicate that the carrying value may not be recoverable. Adverse changes in the economic environment, declining operations,
or other factors could result in a decline in the estimated implied fair value of goodwill. If the estimated implied fair value of
goodwill is less than the carrying amount, a loss would be recognized to reduce the carrying amount to the estimated implied
fair value.

We evaluate goodwill for impairment on an annual basis, using a two-step process. Step One compares the estimated fair
value of the reporting unit to its carrying amount. We have determined that we have one reporting unit which consists of the
Company as a whole, thus the carrying amount of the reporting unit is the net book value of the Company, including
goodwill. If the carrying amount of the reporting unit exceeds its estimated fair value, Step Two is performed by comparing
the fair value of the reporting unit’s implied goodwill to the carrying value of goodwill. If the carrying value of the reporting
unit’s goodwill exceeds the estimated fair value, an impairment charge is recorded equal to the excess.

Given the Company’s net book value exceeded its market capitalization as of the annual impairment testing date, we
proceeded with Step One of the annual goodwill impairment test. We first estimated the fair value of the reporting unit
utilizing a market approach that was supplemented with a reconciliation of the resulting equity value of the Company with
our market capitalization. The market approach utilized the guideline company valuation (“GLC”) method to determine the
overall equity valuation. A book and tangible book multiple was developed to determine a market value of equity on a
controlling basis. A control premium was then applied to the minority value to calculate a Step One value indication for the
Company. The multiples that resulted from the GLC method were validated by comparing to peer companies. Based on the
valuation developed as part of Step One, the estimated fair value of our reporting unit exceeded the carrying value of
goodwill and therefore, no Step Two was required. For Step One of the impairment testing, change in economic conditions
and observable bank purchase transactions can impact the outcome of the market valuation approach.

Pension Assumptions. We have a defined benefit pension plan for the benefit of substantially all of our associates. Our
funding policy with respect to the pension plan is to contribute amounts to the plan sufficient to meet minimum funding
requirements as set by law. Pension expense, which is included in the Consolidated Statements of Operations in noninterest
expense as “Compensation,” is determined by an external actuarial valuation based on assumptions that are evaluated
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annually as of December 31, the measurement date for the pension obligation. The Consolidated Statements of Financial
Condition reflect an accrued pension benefit cost due to funding levels and unrecognized actuarial amounts. The most
significant assumptions used in calculating the pension obligation are the weighted-average discount rate used to determine
the present value of the pension obligation, the weighted-average expected long-term rate of return on plan assets, and the
assumed rate of annual compensation increases. These assumptions are re-evaluated annually with the external actuaries,
taking into consideration both current market conditions and anticipated long-term market conditions.

The weighted-average discount rate is determined by matching the anticipated defined pension plan cash flows to a long-term
corporate Aa-rated bond index and solving for the underlying rate of return, which investing in such securities would
generate. This methodology is applied consistently from year-to-year. The discount rate utilized in 2014 was 5.00%. The
estimated impact to 2014 pension expense of a 25 basis point increase or decrease in the discount rate would have been a
decrease and increase of approximately $662,000 and $695,000, respectively. We anticipate using a 4.15% discount rate in
2015.

The weighted-average expected long-term rate of return on plan assets is determined based on the current and anticipated
future mix of assets in the plan. The assets currently consist of equity securities, U.S. Government and Government agency
debt securities, and other securities (typically temporary liquid funds awaiting investment). The weighted-average expected
long-term rate of return on plan assets utilized for 2014 was 7.5%. The estimated impact to 2014 pension expense of a 25
basis point increase or decrease in the rate of return would have been an approximate $250,000 increase or decrease,
respectively. We anticipate using a rate of return on plan assets for 2015 of 7.5%.

The assumed rate of annual compensation increases of 3.25% in 2014 reflected expected trends in salaries and the employee
base. We anticipate using a compensation increase of 3.25% for 2015 reflecting current market trends.

Detailed information on the pension plan, the actuarially determined disclosures, and the assumptions used are provided in
Note 12 of the Notes to Consolidated Financial Statements.

Recent Accounting Pronouncements

The Financial Accounting Standards Board, the SEC, and other regulatory bodies have enacted new accounting
pronouncements and standards that either have impacted our results in prior years presented, or will likely impact our
results in 2015. Please refer to Note 1 of the Notes to our Consolidated Financial Statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK

See “Financial Condition - Market Risk and Interest Rate Sensitivity” in Management’s Discussion and Analysis of Financial
Condition and Results of Operations, above, which is incorporated herein by reference.
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Item 8.  Financial Statements and Supplementary Data

Table 16
QUARTERLY FINANCIAL DATA (Unaudited)
2014 2013
(Dollars in Thousands, Except Per
Share Data) Fourth Third Second First Fourth Third Second First
Summary of Operations:
Interest INCOME ......c.cveverveveeenennnne. 19,871 $ 19,766 $ 19,348 $§ 19,236 $ 20,076 $ 20250 $ 20,698 $ 21,128
Interest EXpense........ccccveveveenene. 852 868 910 950 1,080 1,050 1,103 1,183
Net Interest Income..........c.coueee. 19,019 18,898 18,438 18,286 18,996 19,200 19,595 19,945
Provision for Loan Losses............. 623 424 499 359 397 555 1,450 1,070
Net Interest Income After
Provision for Loan Losses......... 18,396 18,474 17,939 17,927 18,599 18,645 18,145 18,875
Noninterest Income..........c.ccevneee. 13,053 13,351 13,347 12,785 13,825 14,026 13,731 13,528
Noninterest Expense................ 28,309 28,607 29,076 28,366 29,647 30,153 30,464 31,140
Income Before Income Taxes........ 3,140 3,218 2,210 2,346 2,777 2,518 1,412 1,263
Income Tax Expense (Benefit)...... 1,219 1,103 737 (1,405) 5 927 569 424
Net Income.......ccoevevreinrennnnne 1,921 $ 2,115 $ 1,473 $ 3,751  § 2,772 $ 1,591 $ 843 $ 839
Net Interest Income (FTE) 19,124 '$ 19,020 $ 18,567 $ 18424 $ 19,141 $ 19,355 § 19,744 § 20,079
Per Common Share:
Net Income Basic..........cccevvene... 011 $ 012 $ 0.08 $ 022 $ 0.16 $ 0.09 $ 005 $ 0.05
Net Income Diluted..........cccoevenee. 0.11 0.12 0.08 0.22 0.16 0.09 0.05 0.05
Cash Dividends Declared .............. 0.03 0.02 0.02 0.02 0.00 0.00 0.00 0.00
Diluted Book Value..............c........ 15.53 16.18 16.08 16.02 15.85 14.44 14.36 14.35
Market Price:
High oo 16.00 14.98 14.71 14.59 12.69 13.08 12.64 12.54
LOW oot 13.00 13.26 12.60 11.56 11.33 11.06 10.12 10.95
ClOSE ..ovvvevieriiereieeiee e 15.54 13.54 14.53 13.28 11.77 11.78 11.53 12.35
Selected Average Balances:
Loans, Net.....cooveveieeeeeeeeeriieeenens $ 1,426,756 $1,421,327 $1,411,988 $1,395,506 $1,414,909 § 1,436,039 $ 1,456,904 § 1,496,432
Earning Assets 2,212,781 2,209,429 2,260,885 2,268,320 2,206,286 2,201,390 2,206,694 2,240,889
Total ASSEtS....ccvevvevverreerieeeieieienns 2,549,736 2,530,571 2,578,993 2,598,307 2,553,653 2,558,395 2,564,528 2,598,680
Deposits.....c.covvureeveriinireerecenirienenes 2,077,365 2,062,881 2,109,563 2,124,960 2,050,870 2,059,498 2,067,647 2,102,967
Shareowners” Equity............ccue.... 286,029 284,130 282,346 279,729 253,999 251,617 250,485 249,557
Common Equivalent Average
Shares:
BaSIC .voveviieiiieeceeeeene 17,433 17,440 17,427 17,399 17,341 17,336 17,319 17,302
Diluted......cocooeveeeeieiereieeienne 17,530 17,519 17,488 17,439 17,423 17,396 17,355 17,309
Performance Ratios:
Return on Average Assets ............. 0.30% 0.33% 0.23% 0.59% 0.43% 0.25% 0.13% 0.13%
Return on Average Equity ............. 2.66 2.95 2.09 5.44 4.33 2.51 1.35 1.36
Net Interest Margin (FTE)............. 343 342 3.29 3.29 3.45 3.49 3.59 3.64
Noninterest Income as % of
Operating Revenue.. 40.70 41.40 41.99 41.15 42.12 4221 41.20 40.42
Efficiency Ratio .......cccoeueveicnnnen. 88.16 88.44 91.15 91.02 90.22 90.42 91.07 92.67
Asset Quality:
Allowance for Loan Losses............ 17,539 $ 19,093 $ 20,543 $ 22,110 $ 23,095 $ 25010 $ 27294 $§ 27,803
Allowance for Loan Losses to
LOAns .....coeveveieiieieeeeeeeeene 1.22% 1.34% 1.45% 1.57% 1.65% 1.75% 1.89% 1.90%
Nonperforming Assets
(“NPA’S”) oo 52,449 65,208 68.249 78,594 85,035 94,700 96,653 103,869
NPA’s to Total Assets ................... 2.00 2.61 2.66 2.98 3.26 3.77 3.77 3.99
NPA’s to Loans + ORE ................. 3.55 445 4.67 542 5.87 6.38 6.44 6.81
Allowance to Non-Performing
LOAns ....oooeveveieeieieieeeieeene 104.60 81.31 80.03 63.98 62.48 60.00 65.66 61.17
Net Charge-Offs to Average
LOans .....cooveeieineieeeeene 0.61 0.52 .059 0.39 0.65 0.78 0.54 0.66
Capital Ratios:
Tier I Capital .. 16.67% 16.88% 16.85% 16.85% 16.56% 15.60% 15.36% 14.95%
Total Capital ...... 17.76 18.08 18.10 18.10 17.94 16.97 16.73 16.32
Tangible Capital. 7.38 8.22 7.93 7.66 7.58 6.84 6.64 6.49
Leverage.....cooveeeeeeneneeieeneens 10.99 10.97 10.70 10.47 10.46 10.16 10.07 9.81
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Emnst & Young LLP Tel: +1 813 225 4800
One Tampa City Center Fax: +1 813 225 4711
Suite 2400 ey.com

201 North Franklin Street
Tampa, Florida 33602
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working warld

Report of Independent Registered Certified Public Accounting Firm

The Board of Directors and Shareowners of
Capital City Bank Group, Inc.

We have audited the accompanying consolidated statements of financial condition of Capital City Bank Group, Inc. as of
December 31, 2014 and 2013, and the related consolidated statements of operations, comprehensive income, changes in
shareowners’ equity, and cash flows for each of the three years in the period ended December 31, 2014. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial
position of Capital City Bank Group, Inc. at December 31, 2014 and 2013, and the consolidated results of its operations and
its cash flows for each of the three years in the period ended December 31, 2014, in conformity with U.S. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), Capital City Bank Group, Inc.’s internal control over financial reporting as of December 31, 2014, based on criteria
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 framework) and our report dated March 6, 2015 expressed an unqualified opinion thereon.

St ¥ MLLP

Tampa, Florida
March 6, 2015
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CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

As of December 31,

(Dollars in Thousands) 2014 2013
ASSETS
Cash and DUe FTOmM Banks .........cocoioiiiiiiiiiiiceieceeeeeeeeeeeee ettt sttt eas e enaeenneeanans $ 55467 $ 55,209
Federal Funds Sold and Interest Bearing Deposits ..........ccccveierierienieneeie e 329,589 474,719
Total Cash and Cash EQUIVALENLS.........ccverirriiiieiieciereeie e 385,056 529,928
Investment Securities, Available for Sale, at fair value ..........ccc..ooooveeeeiiiiiieieceeeeeee e 341,548 251,420
Investment Securities, Held to Maturity, at amortized cost (fair value of $163,412 and
ST46,9601) ..ottt et ettt te e te et e et e e re e teebeeabeereeetrenaeens 163,581 148,211
Total INVESTMENT SECUTIILIES ....coiueviieiiei ittt e e e e e e e e e e e e e e e eaaaeeeeeessennnareeeeas 505,129 399,631
L0anS HEIA FOI SALE ...cooiviiiiieeiie ettt ettt s et e e st e e s eaaeeeeneees 10,688 11,065
Loans, Net of Unearned INCOME ..........oooiviiiiiiiiiiiiiieeieee et e eeatane e 1,431,374 1,388,604
AlloWance fOr Loan LOSSES........ccuevuieriieiiiieeiieieere ettt eaeesteesbeesbeessesssesaeesseesseennas (17,539) (23,095)
) QT Vs TSI L] SRR 1,413,835 1,365,509
Premises and EQUIPMENt, NEt........c.coiiiiiiiieiiciecieieete ettt sttt steesseessennnans 101,899 103,385
GOOAWIIL ...t ettt ettt e et e e be e et e e s beeetseesseeeaseesaseeetseereesaseenes 84,811 84,811
Other INtangIDIe ASSELS.....cc.eiciiieieiieiierieeteeterte et ete et e sttesteesseesesaesseesseesseassesseesseesseesseessenssans — 32
Other Real EState OWNEd...........ooiiiiieeeiiee e e e e e e 35,680 48,071
(0134 1S Y] £SO 90,071 69,471
TOTAL ASSEES ...ttt ettt ettt eat et e e et e e et e e eae e e teeeaeeeteeeaeeeaeeeaeeen $2,627,169 $2,611,903
LIABILITIES
Deposits:
Noninterest Bearing DEPOSIES.........cveveuirieieririeriitiieeiiieeereetee ettt eressese s eressessesessessesessess $ 659,115 $ 641,463
Interest Bearing DEPOSILS ......cc.eevirierieiieiieie ettt ettt ettt te e seaessaesseesseenseennes 1,487,679 1,494,785
TOtAl DIEPOSIES....eeeuvienrieieeiieeiieeieerte et e teetestte et eteestesseesseeseenseenseessesseesseeseenseensesneenseenseenes 2,146,794 2,136,248
Short-Term BOITOWINGS ........ceouieiieiieieeiieeiesieerie e eee st e st et esteeseessaesseesseeseessesnsesseesseenseenseanes 49,425 51,321
Subordinated Notes Payable ..........ccccooiiiiiiiiieceeeee e 62,887 62,887
Other Long-Term BOITOWINES ......c.coiiiiiiiieieieee ettt sttt et eneeeneens 31,097 38,043
(011113 BT 1031 10 1= TP 64,426 47,004
TOtal LAADIIIEIES ...veeevviiieeieceee ettt eee et e et eae e et e eaeeeeteeeeneeeeaeeeeseeeeseeenneeans 2,354,629 2,335,503

SHAREOWNERS’ EQUITY
Preferred Stock, $.01 par value; 3,000,000 shares authorized; no shares issued and

OULSEANAIIIE ..ottt ettt ettt ekt e bt b e st es e es e et e b e es e et e eaeeseeneensenseabenbesaeeeeenene — —
Common Stock, $.01 par value; 90,000,000 shares authorized; 17,447,223 and 17,360,960

shares issued and outstanding at December 31, 2014 and December 31, 2013,

TESPECHIVELY 1.utiiuiieiieiiie ittt ettt ettt et e et e bt e teesbeesaeesaeese e beesseasseesseesaenseesseessesssesreensennnas 174 174
Additional Paid-In Capital...........ccceoiiiiiiiiiiiiieieeeceest ettt enanens 42,569 41,152
Retained EarMingS........cccvieierieiieitieiesie sttt ettt et e e eeteseaeseaesse e seensesnnesseesseenseenseensenneans 251,306 243,614
Accumulated Other Comprehensive Loss, Net 0f TaxX .....cccooeeieiiieciinienieieeseeee e (21,509) (8,540)
Total ShareOWNErS™ EQUILY ....c.ecoviiierierieiieieeieete ettt ettt eseeeaeeneesseesseenseenseennens 272,540 276,400
Total Liabilities and Shareowners” EQUILY.........cc.ccveruiviiiiirieieieieieiesre e ese s $2,627,169 $2,611,903

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

For the Years Ended December 31,

(Dollars in Thousands, Except Per Share Data) 2014 2013 2012
INTEREST INCOME
Loans, inClUuding FEES ........c.coiviiiiiiiieiiriieeicieeesee et $ 73,402 $ 78,184 $ 85,394
Investment Securities:

TAXADIC...c.eviiiieeiie ettt e e etbe e aaeeanas 3,394 2,345 2,912

TaX EXCIMPL ..ottt ettt neeenee 492 546 428
FUNAS SOIA ...ttt et eae e 933 1,077 946
Total INtEreSt INCOME .....coooiiiiiiiiiiiiee e 78,221 82,152 89,680
INTEREST EXPENSE
DIEPOSIES .ttt ettt ettt ettt enean 1,099 1,431 2,108
Short-Term BOITOWINGS .........ceeiieieieieie et 78 235 196
Subordinated Notes Payable ...........ccocoeoiiiiiiiiiieiieeeee e 1,328 1,420 1,477
Other Long-Term BOrroWIngs ........cccceeveereiieiienieniieieeeeeeseeieee e 1,075 1,330 1,587
Total INtErest EXPENSE ....ccvvevieeiieeiiciieitieieete et e sttt eree e sreeveeeseesnesaeens 3,580 4,416 5,368
NET INTEREST INCOME ........cooooiiiiiiiiieeceeeeeceeee e 74,641 77,736 84,312
Provision for Loan LOSSES .......coouviiiiiiiiiiiieieee et 1,905 3,472 16,166
Net Interest Income After Provision for Loan LOSSES .......ccccovvveviveieeeinennn. 72,736 74,264 68,146
NONINTEREST INCOME
DEPOSIE FEES ..vviiiiiieiieiicieettete ettt sttt et e b e naeens 24,320 25,254 25,792
Bank Card FEES......couvviiiiiiiiieeeeeeee e 10,892 10,786 10,783
Wealth Management FEes.........ccvviviieiiiiiiieiieiec e 7,808 8,179 7,181
Mortgage Banking FEes ........cccvevuirieiiiiieiieie et 3,082 3,534 3,600
Data Processing FEES .......oociviiriiiiieiieiiee et 1,543 2,674 2,713
SecuritieS TranSACHIONS ..........cocuviieieeieeeeieeeeeeee e et e e e e eeeee e e e e eaeeeeeneees 1 3 —
1011112 SH SRS 4,890 4,681 4,500
Total Noninterest INCOMIE ........evvveiiiiiiiiiiiiieeeeceeiee e 52,536 55,111 54,569
NONINTEREST EXPENSE
(070 141011 T: 14 1o o (USRS 62,215 66,127 64,242
OCCUPANCY, NNttt ettt ettt e s 17,818 17,331 18,055
Intangible AMOTtIZAtION ........ecuiiuiiieeieieieieee ettt 32 210 431
Other Real Estate OWned, NEt......cc.vviiiiiiiiiiiieeeeeee e 6,811 8,234 10,812
OBRET .ttt et ettt ettt e eta e e 27,482 29,503 30,403
Total Noninterest EXPEenSe........ccvevvievieieiierieeniieie et ceeeereesre e esee e sveereenneas 114,358 121,405 123,943
INCOME (LOSS) BEFORE INCOME TAXES ......ccoovioiiiiieieieeeeeeeveenns 10,914 7,970 (1,228)
Income Tax Expense (Benefit) ........ccvevvervierienieniiiiicieceeseee e 1,654 1,925 (1,336)
NET INCOME .......ooooiiiieeie ettt et eae e $ 9,260 $ 6,045 $ 108
BASIC NET INCOME PER SHARE ..........ccoooiiiiiiieeeceeceee S 0.53 S 0.35 S 0.01
DILUTED NET INCOME PER SHARE.............oooooviiiiiiieciieeeee, S 0.53 S 0.35 S 0.01
Average Basic Common Shares Outstanding ...........ccecveevveeeeneerirecieneeneenns 17,425 17,325 17,205
Average Diluted Common Shares Outstanding..............cceevveeveeeenieerreeeennenns 17,488 17,399 17,220

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the Years Ended December 31,

(Dollars in Thousands) 2014 2013 2012
NET INCOME ..ottt st $ 9,260 $ 6,045 $ 108
Other comprehensive income (loss), before tax:
Investment Securities:
Change in net unrealized gain/loss on securities available for sale.......... 250 (1,252) (786)
Unrealized losses on securities transferred from available for sale to
held to MAtULIEY «...eeeeeie e — (523) —
Amortization of unrealized losses on securities transferred from
available for sale to held to MatUrity.........coveeviiieiieicecee e 70 25 —
Reclassification adjustment for net gain included in net income............. 1 3 —
Reclassification adjustment for impairment loss realized in net income. — 600 —
Total Investment SECUIILIES .......ccveevvieieeierriereereeeeete e 321 (1,147) (786)
Benefit Plans:
Reclassification adjustment for amortization of prior service cost.......... 473 504 548
Reclassification adjustment for amortization of net 10ss ...........c.ccuvenee.e. 705 4,079 3,021
Current year actuarial (10SS) ZaiN........cccccvevvieriiriienienieeee e (22,603) 30,784 (12,587)
Total Benefit P1ans ..........cccceevieeiiiieiiiniee e (21,425) 35,367 (9,018)
Other comprehensive (loss) income, before tax: ....................coccoeienee. (21,104) 34,220 (9,804)
Deferred tax benefit (expense) related to other comprehensive income......... 8,135 (13,201) 3,774
Other comprehensive (loss) income, net of tax................c.ccoooceviininnenne. (12,969) 21,019 (6,030)
TOTAL COMPREHENSIVE (LOSS) INCOME ..........cccooovniiiieienne. $§ (3,709 $ 27,064 $  (5,922)

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREOWNERS’ EQUITY

Accumulated
Other
Additional Comprehensive

(Dollars in Thousands, Except Per Share Shares Common Paid-In  Retained Loss,
Data) QOutstanding  Stock Capital Earnings Net of Taxes Total
Balance, January 1, 2012 ..............c......... 17,160,274 $ 172§ 37,838 $237.461 $ (23,529) $251,942
Net Income .......cooeeveeeiiieiieeieieee, — — 108 — 108
Other Comprehensive Loss,

Net of TaX c.oeveeieieeeieieieeeee e — — — (6,030)  (6,030)
Stock Compensation Expense................ — 262 — — 262
Impact of Transactions Under

Compensation Plans, net.................... 72,106 — 607 — — 607
Balance, December 31, 2012.................. 17,232,380 172 38,707 237,569 (29,559) 246,889
Net INCOmE ....vvvveeeieiieiieeieieeeeiieeeee. — — 6,045 — 6,045
Other Comprehensive Loss,

Net Of TaX cvveveeeeeeeieeeeeeeeeeeeeeee — — — 21,019 21,019
Stock Compensation Expense................ — 1,296 — — 1,296
Impact of Transactions Under

Compensation Plans, net.................... 128,580 2 1,149 — — 1,151
Balance, December 31, 2013 ................. 17,360,960 174 41,152 243,614 (8,540) 276,400
Net INCOme ....oooevveeeiiiieeiieeeee e, — — 9,260 — 9,260
Other Comprehensive Income,

Net of TaX c.eoveeeeeieieieieicienenenens — — — (12,969)  (12,969)
Cash Dividends ($0.09 per share).......... — — (1,568) — (1,568)
Stock Compensation Expense................ — 1,349 — — 1,349
Impact of Transactions Under

Compensation Plans, net.................... 105,863 — 337 — — 337
Repurchase of Common Stock .............. (19,600) — (269) — — (269)
Balance, December 31, 2014 ................. 17,447223 $ 174 $ 42,569 $251,306 $ (21,509) $272,540

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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CAPITAL CITY BANK GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Years Ended December 31,

(Dollars in Thousands) 2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES
INEE TNCOMIE ... ettt et e e e e et e et e e eaeesaeeeneaaaes $ 9,260 $ 6,045 $ 108
Adjustments to Reconcile Net Income to Cash Provided by Operating Activities:
Provision for Loan LOSSES .........coouiiiiiiiiiiiic et 1,905 3,472 16,166
DEPIECIALION. ...ttt ettt ettt ettt st ebean 6,490 6,396 6,759
Amortization of Premiums, Discounts, and Fees, net............ccccoeeveeeieceiiiiennnn, 4,717 4,756 3,358
Amortization of Intangible Assets 32 210 431
Gain on Securities TranSaCtioNS..........cccverveeeeriereerienieeesieeeesteeeeeesseessessaeneenseas €)) 3) —
Impairment LoSS 0N SECUIILY ....ecvveveriieieeiieiesieeieie ettt enees — 600 —
Net Decrease in Loans Held-for-Sale ... 377 3,124 7,036
StoCk COMPENSALION ...ttt ettt eee e saeean 1,349 1,296 262
Deferred INCOmE TaXES.......oeoeuiiiiiiieeeiiee ettt 4,779 1,805 (2,805)
Loss on Sales and Write-Downs of Other Real Estate Owned... 4,462 4,573 6,314
Loss on Sale or Disposal of Premises and Equipment ...........c.ccccevceneneniccncne. 113 — —
Net (Increase) Decrease in Other ASSELS.......c.eeverierieeieriieienienieeienieeeenie e (12,353) 5,087 5,665
Net Increase (Decrease) in Other Liabilities ........covevverieriecienienieieeieee e 4,021 (2,510) 13,417
Net Cash Provided By Operating ACHVItIES ......c.ceceruerverieieieienienieeceeseesieeenes 25,151 34,851 56,711
CASH FLOWS FROM INVESTING ACTIVITIES
Securities Held to Maturity:
PUICRASES ...ttt (56,249) (95,946) —
Payments, Maturities, and Calls............ccocceririieriniienieieieceeie e 39,335 9,768 —
Securities Available for Sale:
PUICRASES ...ttt (210,858) (149,111) (141,863)
T (ST — 7,506 805
Payments, Maturities, and Calls...........ccooerieiiiiiiiieeeeeeeee e 117,281 118,142 146,862
Net (Increase) Decrease in Loans (64,975) 84,969 59,751
Purchase of Bank Owned Life INSUTance............ccoeveeiviiriieeiieiesie e (13,085) — —
Proceeds From Sales of Other Real Estate Owned .............ccceeevieviiiiiccieicieeieeeee, 23,201 25,270 25,636
Purchases of Premises and Equipment, Net..........c..cceoevvinininieniininncnenceecnceeneee (5,117) (2,689) (2,860)
Net Cash (Used In) Provided by Investing ACtiVIties .......c.ecerververeecieriereenieneesieneens (170,467) (2,091) 88,331
CASH FLOWS FROM FINANCING ACTIVITIES
Net Increase (Decrease) in DEPOSILS .......evueeveriirieriiriierieniieiesieeteseeeieeee et 10,546 (8,748) (27,523)
Net Decrease in Short-Term Borrowings (3,955) (542) (3,121)
Proceeds from Other Long-Term BOIrrowings ...........ccoceveeieriereeninienieseeneeiesieseens — 1,303 12,591
Repayment of Other Long-Term Borrowings.........c.cceeeveeiveneneniecncnincneieenenenees (4,888) (5,691) (3,154)
Dividends Paid (1,568) — —
Payments to Repurchase Common StOCK ..........cccevevierienieiieneeieniieiene e (269) — —
Issuance of Common Stock Under Compensation Plans ............ccccecevineneininenecnne. 578 1,114 583
Net Cash Provided By (Used In) Financing ACtiVities .........ccoceeovererieniereeneeneesienenne 444 (12,564) (20,624)
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS.......... (144,872) 20,196 124,418
Cash and Cash Equivalents at Beginning of Year.........ccccoecvevevcieneniecienenieeeieene 529,928 509,732 385,314
Cash and Cash Equivalents at End of Year..........cocuoeoirieiniieinieesieeeeecee e $ 385,056 $ 529,928 $ 509,732
Supplemental Cash Flow Disclosures:
TNEEIEST PATA ...t ettt $ 3,562 $ 6,012 $ 6,662
Income Taxes Paid (Refunded).........cccoovieieiiiiiieiiiiciciececeeeeeeeeee e $ 2,655 $ (3,202) $ (3,799)
Noncash Investing and Financing Activities:
Transfer of Securities Available for Sale to Held to Maturity .........c..cccecvvveuenene. $ — $ 62,488 $ —
Loans Transferred to Other Real Estate Owned............ccc.ooovvvieiiiieiiiniricneeeenen. $ 15,271 $ 24,488 $ 22,777
Transfer of Current Portion of Long-Term Borrowings............cceevvveeririeeniennnne $ 2,059 $ 4,428 $ 7,184

The accompanying Notes to Consolidated Financial Statements are an integral part of these statements.
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Notes to Consolidated Financial Statements

Note 1
SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Capital City Bank Group, Inc. (“CCBG” or the “Company”) provides a full range of banking and banking-related services to
individual and corporate clients through its subsidiary, Capital City Bank, with banking offices located in Florida, Georgia,
and Alabama. The Company is subject to competition from other financial institutions, is subject to regulation by certain
government agencies and undergoes periodic examinations by those regulatory authorities.

Basis of Presentation

The consolidated financial statements include the accounts of Capital City Bank Group, Inc. (“CCBG”), and its wholly
owned subsidiary, Capital City Bank (“CCB” or the “Bank” and together with CCBG, the “Company”). All material inter-
company transactions and accounts have been eliminated.

The Company, which operates a single reportable business segment that is comprised of commercial banking within the
states of Florida, Georgia, and Alabama, follows accounting principles generally accepted in the United States of America
and reporting practices applicable to the banking industry. The principles which materially affect the financial position,
results of operations and cash flows are summarized below.

The Company determines whether it has a controlling financial interest in an entity by first evaluating whether the entity is a
voting interest entity or a variable interest entity under accounting principles generally accepted in the United States of
America. Voting interest entities are entities in which the total equity investment at risk is sufficient to enable the entity to
finance itself independently and provide the equity holders with the obligation to absorb losses, the right to receive residual
returns and the right to make decisions about the entity’s activities. The Company consolidates voting interest entities in
which it has all, or at least a majority of, the voting interest. As defined in applicable accounting standards, variable interest
entities (““VIE’s”) are entities that lack one or more of the characteristics of a voting interest entity. A controlling financial
interest in an entity is present when an enterprise has a variable interest, or a combination of variable interests, that will
absorb a majority of the entity’s expected losses, receive a majority of the entity’s expected residual returns, or both. The
enterprise with a controlling financial interest, known as the primary beneficiary, consolidates the VIE. CCBG’s wholly
owned subsidiaries, CCBG Capital Trust I (established November 1, 2004) and CCBG Capital Trust II (established May 24,
2005) are VIEs for which the Company is not the primary beneficiary. Accordingly, the accounts of these entities are not
included in the Company’s consolidated financial statements.

Certain previously reported amounts have been reclassified to conform to the current year’s presentation. The Company has
evaluated subsequent events for potential recognition and/or disclosure through the date the consolidated financial statements
included in this Annual Report on Form 10-K were filed with the United States Securities and Exchange Commission.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities at the date of financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could vary from these estimates. Material estimates that are particularly
susceptible to significant changes in the near-term relate to the determination of the allowance for loan losses, pension
expense, income taxes, loss contingencies, and valuation of goodwill and other intangibles and their respective analysis of
impairment.

Cash and Cash Equivalents

Cash and cash equivalents include cash and due from banks, interest-bearing deposits in other banks, and federal funds

sold. Generally, federal funds are purchased and sold for one-day periods and all other cash equivalents have a maturity of 90
days or less. The Company is required to maintain average reserve balances with the Federal Reserve Bank based upon a
percentage of deposits. The average amounts of these required reserve balances for the years ended December 31, 2014 and
2013 were $13.2 million and $17.6 million, respectively.
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Investment Securities

Securities are classified as held to maturity and carried at amortized cost when the Company has the positive intent and
ability to hold them until maturity. Securities to be held for indefinite periods of time are classified as available for sale and
carried at fair value, with the unrealized holding gains and losses reported as a component of other comprehensive income,
net of tax. The Company determines the appropriate classification of securities at the time of purchase. Securities with
limited marketability, such as stock in the Federal Reserve Bank and the Federal Home Loan Bank, are carried at cost.
Securities transferred from available for sale to held to maturity are recorded at fair value at the time of transfer. The
respective gain or loss is reclassified as a separate component of other comprehensive income and amortized as an adjustment
to interest income over the remaining life of the security.

Interest income includes amortization of purchase premiums and discounts. Realized gains and losses are derived from the
amortized cost of the security sold. Declines in the fair value of held-to-maturity and available-for-sale securities below their
cost that are deemed to be other than temporary are reflected in earnings as realized losses. In estimating other-than-
temporary impairment losses, the Company considers, among other things, (i) the length of time and the extent to which the
fair value has been less than cost, (ii) the financial condition and near-term prospects of the issuer and (iii) the intent and
ability of the Company to retain its investment in the issuer for a period of time sufficient to allow for any anticipated
recovery in fair value.

Loans Held For Sale

Certain residential mortgage loans are originated for sale in the secondary mortgage loan market. Additionally, certain other
loans are periodically identified to be sold. The Company has the ability and intent to sell these loans and they are classified
as loans held for sale and carried at the lower of cost or estimated fair value. Fair value is determined on the basis of rates
quoted in the respective secondary market for the type of loan held for sale. Loans are generally sold with servicing released
at a premium or discount from the carrying amount of the loans. Such premium or discount is recognized as mortgage
banking revenue at the date of sale. Fixed commitments are generally used at the time loans are originated or identified for
sale to mitigate interest rate risk. The fair value of fixed commitments to originate and sell loans held for sale is not material.

Loans

Loans are stated at the principal amount outstanding, net of unearned income. Interest income is accrued on the effective
yield method based on outstanding balances, and includes loan late fees. Fees charged to originate loans and direct loan
origination costs are deferred and amortized over the life of the loan as a yield adjustment.

The Company defines loans as past due when one full payment is past due or a contractual maturity is over 30 days late. The
accrual of interest is generally suspended on loans more than 90 days past due with respect to principal or interest. When a
loan is placed on nonaccrual status, all previously accrued and uncollected interest is reversed against current income. Interest
income on nonaccrual loans is recognized when the ultimate collectability is no longer considered doubtful. Loans are
returned to accrual status when the principal and interest amounts contractually due are brought current or when future
payments are reasonably assured.

Loan charge-offs on commercial and investor real estate loans are recorded when the facts and circumstances of the
individual loan confirm the loan is not fully collectible and the loss is reasonably quantifiable. Factors considered in making
these determinations are the borrower’s and any guarantor’s ability and willingness to pay, the status of the account in
bankruptcy court (if applicable), and collateral value. Charge-off decisions for consumer loans are dictated by the Federal
Financial Institutions Examination Council’s (FFIEC) Uniform Retail Credit Classification and Account Management Policy
which establishes standards for the classification and treatment of consumer loans, which generally require charge-off after
120 days of delinquency.

Allowance for Loan Losses

The allowance for loan losses is a reserve established through a provision for loan losses charged to expense, which
represents management’s best estimate of probable losses within the existing portfolio of loans. The allowance is that amount
considered adequate to absorb losses inherent in the loan portfolio based on management’s evaluation of credit risk as of the

balance sheet date.

The allowance for loan losses includes allowance allocations calculated in accordance with FASB ASC Topic 310 —
Receivables and ASC Topic 450 - Contingencies. The level of the allowance reflects management’s continuing evaluation of
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specific credit risks, loan loss experience, current loan portfolio quality, present economic conditions and unidentified losses
inherent in the current loan portfolio, as well as trends in the foregoing. This evaluation is inherently subjective, as it requires
estimates that are susceptible to significant revision as more information becomes available.

The Company’s allowance for loan losses consists of two components: (i) specific reserves established for probable losses on
impaired loans; and (ii) general reserve for non-homogenous loans not deemed impaired and homogenous loan pools based
on, but not limited to, historical loan loss experience, current economic conditions, levels of past due loans, and levels of
problem loans.

Loans are deemed to be impaired when, based on current information and events, it is probable that the Company will not be
able to collect all amounts due (principal and interest payments), according to the contractual terms of the loan agreement.
Loans to borrowers who are experiencing financial difficulties and whose loans were modified with concessions are
classified as troubled debt restructurings and measured for impairment. Loans to borrowers that have filed Chapter 7
bankruptcy, but continue to perform as agreed are classified as troubled debt restructurings and measured for impairment.

Long-Lived Assets

Premises and equipment is stated at cost less accumulated depreciation, computed on the straight-line method over the
estimated useful lives for each type of asset with premises being depreciated over a range of 10 to 40 years, and equipment
being depreciated over a range of 3 to 10 years. Additions, renovations and leasehold improvements to premises are
capitalized and depreciated over the lesser of the useful life or the remaining lease term. Repairs and maintenance are charged
to noninterest expense as incurred.

Intangible assets, other than goodwill, consist of core deposit intangible assets and client relationship assets that were
recognized in connection with various acquisitions. Core deposit intangible assets are amortized on the straight-line method
over various periods, with the majority being amortized over an average of 5 to 10 years. Other identifiable intangibles are
amortized on the straight-line method over their estimated useful lives. At December 31, 2014, all of the Company’s core
deposit intangible and client relationship assets were fully amortized.

Long-lived assets are evaluated for impairment if circumstances suggest that their carrying value may not be recoverable, by
comparing the carrying value to estimated undiscounted cash flows. If the asset is deemed impaired, an impairment charge is
recorded equal to the carrying value less the fair value.

Bank Owned Life Insurance (BOLI)

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

Goodwill

Goodwill represents the excess of the cost of businesses acquired over the fair value of the net assets acquired. In accordance
with FASB ASC Topic 350, the Company determined it has one goodwill reporting unit. Goodwill is tested for impairment at
least annually or on an interim basis if an event occurs or circumstances change that would more likely than not reduce the
fair value of the reporting unit below its carrying value. See Note 5 — Intangible Assets for additional information.

Other Real Estate Owned

Assets acquired through, or in lieu of, loan foreclosure are held for sale and are initially recorded at the lower of cost or fair
value less estimated selling costs, establishing a new cost basis. Subsequent to foreclosure, valuations are periodically
performed by management and the assets are carried at the lower of carrying amount or fair value less cost to sell. The
valuation of foreclosed assets is subjective in nature and may be adjusted in the future because of changes in economic
conditions. Revenue and expenses from operations and changes in value are included in noninterest expense.

Loss Contingencies

Loss contingencies, including claims and legal actions arising in the ordinary course of business are recorded as liabilities
when the likelihood of loss is probable and an amount or range of loss can be reasonably estimated.
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Revenue Recognition

The Company recognizes revenue as it is earned based on contractual terms, as transactions occur, or as services are provided
and collectability is reasonably assured. Certain specific policies include the following:

Deposit Fees. Deposit fees are primarily overdraft and insufficient fund fees and monthly transaction-based fees. These fees
are recognized as earned or as transactions occur and services are provided.

Bank Card Fees. Bank card fees primarily include interchange income from client use of consumer and business debit cards.
Interchange income is a fee paid by a merchant bank to the card-issuing bank through the interchange network. Interchange
fees are set by the credit card associations and are based on cardholder purchase volumes. The Company records interchange
income as transactions occur.

Income Taxes

Income tax expense is the total of the current year income tax due or refundable and the change in deferred tax assets and
liabilities (excluding deferred tax assets and liabilities related to business combinations or components of other
comprehensive income). Deferred tax assets and liabilities are the expected future tax amounts for the temporary differences
between carrying amounts and tax bases of assets and liabilities, computed using enacted tax rates. A valuation allowance, if
needed, reduces deferred tax assets to the expected amount most likely to be realized. Realization of deferred tax assets is
dependent upon the generation of a sufficient level of future taxable income and recoverable taxes paid in prior years.

The Company files a consolidated federal income tax return and each subsidiary files a separate state income tax return.
Earnings Per Common Share

Basic earnings per common share is based on net income divided by the weighted-average number of common shares
outstanding during the period excluding non-vested stock. Diluted earnings per common share include the dilutive effect of
stock options and non-vested stock awards granted using the treasury stock method. A reconciliation of the weighted-average
shares used in calculating basic earnings per common share and the weighted average common shares used in calculating
diluted earnings per common share for the reported periods is provided in Note 13 — Earnings Per Share.

Comprehensive Income

Comprehensive income includes all changes in shareowners’ equity during a period, except those resulting from transactions
with shareowners. Besides net income, other components of the Company’s comprehensive income include the after tax
effect of changes in the net unrealized gain/loss on securities available for sale and changes in the funded status of defined
benefit and supplemental executive retirement plans. Comprehensive income is reported in the accompanying Consolidated
Statements of Comprehensive Income and Changes in Shareowners’ Equity.

Stock Based Compensation

Compensation cost is recognized for share based awards issued to employees, based on the fair value of these awards at the
date of grant. The market price of the Company’s common stock at the date of the grant is used for restricted stock awards.
For stock option awards, a Black-Scholes model is utilized to estimate the fair value of the options. Compensation cost is
recognized over the requisite service period, generally defined as the vesting period.

NEW AUTHORITATIVE ACCOUNTING GUIDANCE

ASU 2014-01 “Investments — Equity Method and Joint Ventures (Topic 323) — Accounting for Investments in Qualified
Affordable Housing Projects.” ASU 2014-01 provides guidance related to the accounting for investments in qualified
affordable housing projects. The guidance allows the holder of low income housing tax credit (“LIHTC”) investments to
apply a proportional amortization method that would recognize the cost of the investment as a part of income tax expense,
provided that the investment meets certain criteria. The guidance is silent regarding statement of financial position
classification, although it would not be appropriate to classify the investment as a deferred tax asset. The decision to apply
the proportional amortization method is an accounting policy election. Entities may also elect to continue to account for these
investments using the equity method. The guidance will be applied retrospectively and is effective for fiscal years, and
interim periods within those years, beginning after December 15, 2014. Early adoption is permitted. The Company does not
believe this pronouncement will have a significant impact on its financial statements.
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ASU 2014-04 “Receivables — Troubled Debt Restructurings by Creditors (Topic 310-40) — Reclassification of Residential
Real Estate Collateralized Consumer Loans Upon Foreclosure.” ASU 2014-04 provides guidance regarding the
reclassification of residential real estate collateralized consumer mortgage loans upon foreclosures. The guidance requires
reclassification of a consumer mortgage loan to other real estate owned upon obtaining legal title to the residential property,
which could occur either through foreclosure or through a deed in lieu of foreclosure or similar legal agreement. The
existence of a borrower redemption right will not prevent the lender from reclassifying a loan to real estate once the lender
obtains legal title to the property. In addition, entities are required to disclose the amount of foreclosed residential real estate
properties and the recorded investment in residential real estate mortgage loans in the process of foreclosure on both an
interim and annual basis. The guidance may be applied prospectively or on a modified retrospective basis in fiscal years, and
interim periods within those fiscal years, beginning after December 15, 2014. Early adoption is permitted. The Company
does not believe this pronouncement will have a significant impact on its financial statements.

ASU 2014-09, “Revenue from Contracts with Customers (Topic 606).” ASU 2014-09 implements a common revenue
standard that clarifies the principles for recognizing revenue. The core principle of ASU 2014-09 is that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. To achieve that core
principle, an entity should apply the following steps: (i) identify the contract(s) with a customer, (ii) identify the performance
obligations in the contract, (iii) determine the transaction price, (iv) allocate the transaction price to the performance
obligations in the contract and (v) recognize revenue when (or as) the entity satisfies a performance obligation. ASU 2014-09
is effective for the Company on January 1, 2017. The Company does not believe this pronouncement will have a significant
impact on its financial statements.

ASU 2014-14, “Receivables-Troubled Debt Restructurings by Creditors (Topic 310-40) — Classification of Certain
Government-Guaranteed Mortgage Loans Upon Foreclosure.” ASU 2014-14 requires that a mortgage loan be derecognized
and that a separate other receivable be recognized upon foreclosure if the following conditions are met: (i) the loan has a
government guarantee that is not separable from the loan before foreclosure, (ii) at the time of foreclosure, the creditor has
the intent to convey the real estate property to the guarantor and make a claim on the guarantee, and the creditor has the
ability to recover that claim, (iii) at the time of foreclosure, any amount of the claim that is determined on the basis of the fair
value of the real estate is fixed. The guidance may be applied prospectively or on a modified retrospective basis in fiscal
years, and interim periods within those fiscal years, beginning after December 15, 2014. The Company does not believe that
this pronouncement will have a significant impact on its financial statements.

ASU 2015-01, “Income Statement - Extraordinary and Unusual Items (Subtopic 225-20) — Simplifying Income Statement
Presentation by Eliminating the Concept of Extraordinary Items.” ASU 2015-01 eliminates from U.S. GAAP the concept of
extraordinary items, which, among other things, required an entity to segregate extraordinary items considered to be unusual
and infrequent from the results of ordinary operations and show the item separately in the income statement, net of tax, after
income from continuing operations. ASU 2015-01 is effective for the Company beginning January 1, 2016, though early
adoption is permitted. ASU 2015-01 is not expected to have a significant impact on the Company’s financial statements.

ASU 2015-02, “Consolidation (Topic 810) — Amendments to the Consolidation Analysis.” ASU 2015-02 is comprised of
three Subtopics. Subtopic 810-10 provides guidance on general consolidation issues, as well as guidance related to variable
interest entities and consolidation of entities controlled by contract. Subtopic 810-20 provides guidance related to the
potential consolidation of partnerships and similar interests. Subtopic 810-30 provides guidance on whether and how a
sponsor should consolidate a research and development arrangement. ASU 2015-02 is effective for the Company beginning
December 15, 2015, though early adoption is permitted. ASU 2015-02 is not expected to have a significant impact on the
Company’s financial statements.
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Note 2
INVESTMENT SECURITIES

Investment Portfolio Composition. The amortized cost and related market value of investment securities at December 31 were
as follows:

2014 2013
Amortized Unrealized Unrealized Market Amortized Unrealized Unrealized Market
Cost Gains Losses Value Cost Gain Losses Value

Available for Sale
U.S. Government Treasury ............... $ 185,830 $ 220 $ 19 $186,031 $ 71,791 $ 82 % 40 $ 71,833
U.S. Government Agency................ 95,950 289 142 96,097 75,275 127 256 75,146
States and Political Subdivisions...... 48,405 65 82 48,388 91,605 167 19 91,753
Mortgage-Backed Securities............. 2,094 193 — 2,287 2,583 212 — 2,795
Equity Securities........ccccoocvvverrnnne. 8,745 — — 8,745 9,893 — — 9,893
Total .oveeeveeeieeeeeee e $ 341,024 $ 767 $ 243 $341,548 $§ 251,147 $ 588 $ 315 $251,420
Held to Maturity
U.S. Government Treasury ............... $ 76,179 $ 144§ 6 $ 76317 § 43533 § 84 $ 38 $ 43,579
U.S. Government Agency................. 19,807 29 19 19,817 15,794 38 22 15,810
States and Political Subdivisions...... 26,717 36 6 26,747 33,216 53 4 33,265
Mortgage-Backed Securities............. 40,878 33 380 40,531 55,668 12 1,373 54,307
Total e, $ 163,581 $ 242§ 411 $163,412 § 148211 $ 187 $ 1,437 $146,961
Total Investment Securities .............. $ 504,605 $ 1,009 $ 654 $504,960 $§ 399,358 $ 775 $ 1,752 $398,381

WD Includes Federal Home Loan Bank and Federal Reserve Bank stock recorded at cost of $3.9 million and $4.8 million, respectively, at
December 31, 2014 and 35.0 million and $4.8 million, respectively, at December 31, 2013.

During the third quarter of 2013, the Company transferred certain securities from available for sale to held to maturity.
Transfers of securities into the held to maturity categories from available for sale are made at fair value on the date of the
transfer. The securities had an aggregate fair value of $63.0 million with an aggregate net unrealized loss of $523,000 on the
date of the transfer. The net unamortized, unrealized loss on the transferred securities included in accumulated other
comprehensive income in the accompanying balance sheet as of December 31, 2014 totaled $428,000. This amount will be
amortized out of accumulated other comprehensive income over the remaining life of the underlying securities as an
adjustment of the yield on those securities.

Securities with an amortized cost of $337.9 million and $258.5 million at December 31, 2014 and December 31, 2013,
respectively, were pledged to secure public deposits and for other purposes.

The Bank, as a member of the Federal Home Loan Bank of Atlanta (“FHLB”), is required to own capital stock in the FHLB
based generally upon the balances of residential and commercial real estate loans, and FHLB advances. FHLB stock which is
included in other securities is pledged to secure FHLB advances. No ready market exists for this stock, and it has no quoted
market value; however, redemption of this stock has historically been at par value.

Investment Sales. The total proceeds from the sale of investment securities and the gross realized gains and losses from the
sale of such securities for each of the last three years are as follows:

Total Gross Gross
(Dollars in Thousands) Year Proceeds Realized Gains Realized Losses
2014 $ — — 3 —
2013 7,506 3 —
2012 $ 805 § — —

Maturity Distribution. As of December 31, 2014, the Company’s investment securities had the following maturity
distribution based on contractual maturity. Expected maturities may differ from contractual maturities because borrowers
may have the right to call or prepay obligations. Mortgage-backed securities and certain amortizing U.S. government agency
securities are shown separately since they are not due at a certain maturity date.
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Available for Sale Held to Maturity
Amortized Market Amortized Market
(Dollars in Thousands) Cost Value Cost Value
Due in 0Ne Year OF 1€8S.......cvviviriiriiriieiierierieiieeieeeeeeereeeerennens $ 45747 $ 45,780 $ 17,957 $ 17,983
Due after one through five years..........cccooevevveniicieiienieee. 213,639 213,786 104,745 104,898
Mortgage-Backed Securities..........ccocvevereeerieneeneeeieeieene 2,094 2,287 40,879 40,531
U.S. Government AZENCY ......c.eevveereeeneeeniennieeenieesieesveenanes 70,799 70,950 — —
Equity SECUIItIES ......evieeieiieieeieeieitee e 8,745 8,745 — —
TOtAL . $ 341,024 $ 341,548 $ 163,581 $ 163,412

Other Than Temporarily Impaired Securities. The following table summarizes the investment securities with unrealized
losses at December 31, aggregated by major security type and length of time in a continuous unrealized loss position:

Less Than Greater Than
12 Months 12 Months Total

Market Unrealized Market Unrealized Market Unrealized
(Dollars in Thousands) Value Losses Value Losses Value Losses
2014
Available for Sale
U.S. Government Treasury ............c.coceeueueurernnn. $35,838 $ 19 $ — 3 — $35,838 § 19
U.S. Government Agency........cccceeceeveenueeeenneenn 18,160 54 18,468 88 36,628 142
States and Political Subdivisions..........cc........... 16,497 77 505 5 17,002 82
TOtal....veiceieeeeee e 70,495 150 18,973 93 89,468 243
Held to Maturity
U.S. Government Treasury .........ccecceeeeereeneeeeenne 15,046 6 — — 15,046 6
U.S. Government Agency........cceceeveeeeereenereennne 10,002 19 — — 10,002 19
States and Political Subdivisions..........c............ 3,788 6 — 3,788 6
Mortgage-Backed Securities............ccccererenenene 15,066 149 18,155 231 33,221 380
TOtal....oeieeiieeeeee e $43902 $ 180 $18,155 § 231 $62,057 $ 411
2013
Available for Sale
U.S. Government Treasury ............cococeveveveurerennns $24.924 $ 40 $ — 3 — $24924 § 40
U.S. Government Agency.......cccceeceeveeveeneenneenn. 40,944 235 4,842 21 45,786 256
States and Political Subdivisions..........cc............ 4,101 7 511 12 4,612 19
TOtal....ooiieieeee e 69,969 282 5,353 33 75,322 315
Held to Maturity
U.S. Government Treasury ........c.ccoeeveeeveeeveennen. 10,054 38 — 10,054 38
U.S. Government Agency........ccoceeveeeverveneennenne 5,676 22 — 5,676 22
States and Political Subdivisions..........c.....c....... 3,316 4 — 3,316 4
Mortgage-Backed Securities............ccevvvervrennenne. 44,031 1,373 — — 44,031 1,373
TOtal...c.eoiieii e $63,077 $ 1437 § $ — $63,077 $ 1,437

Management evaluates securities for other than temporary impairment at least quarterly, and more frequently when economic
or market concerns warrant such evaluation. Consideration is given to: 1) the length of time and the extent to which the fair
value has been less than amortized cost, 2) the financial condition and near-term prospects of the issuer, and 3) the intent and
ability of the Company to retain its investment in the issuer for a period of time sufficient to allow for any anticipated
recovery in cost. In analyzing an issuer’s financial condition, management considers whether the securities are issued by the
federal government or its agencies, whether downgrades by rating agencies have occurred, regulatory issues, and analysts’

reports.
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Approximately $19.0 million of investment securities with an unrealized loss of approximately $93,000 have been in a loss
position for greater than 12 months. These debt securities are in a loss position because they were acquired when the general
level of interest rates was lower than that on December 31, 2014. The Company believes that the unrealized losses in these
debt securities are temporary in nature and that the full principal will be collected as anticipated. Because the declines in the
market value of these investments are attributable to changes in interest rates and not credit quality and because the Company
has the present ability and intent to hold these investments until there is a recovery in fair value, which may be at maturity,
the Company does not consider these investments to be other-than-temporarily impaired at December 31, 2014.

NOTE 3 - LOANS, NET

Loan Portfolio Composition. The composition of the loan portfolio at December 31 was as follows:

(Dollars in Thousands) 2014 2013
Commercial, Financial and Agricultural.................. $ 136,925 $ 126,607
Real Estate — Construction............ccoveeeeveeeeneereennee. 41,596 31,012
Real Estate — Commercial Mortgage ....................... 510,120 533,871
Real Estate — Residential” ...........cc..ccocovvvervrrnnnen. 295,969 309,692
Real Estate — Home Equity.......ccceooveveniienieeieniienen. 229,572 227,922
CONSUIMET ...t eeeeee e 217,192 159,500
Loans, Net of Unearned Income...................... $ 1,431,374 $ 1,388,604

W Includes loans in process with outstanding balances of $7.4 million and $6.8 million for 2014 and 2013, respectively.

Net deferred fees included in loans were $1.5 million at December 31, 2014 and December 31, 2013.

The Company has pledged a blanket floating lien on all 1-4 family residential mortgage loans, commercial real estate
mortgage loans, and home equity loans to support available borrowing capacity at the FHLB of Atlanta and has pledged a
blanket floating lien on all consumer loans, commercial loans, and construction loans to support available borrowing capacity
at the Federal Reserve Bank of Atlanta.

Nonaccrual Loans. Loans are generally placed on nonaccrual status if principal or interest payments become 90 days past due
and/or management deems the collectability of the principal and/or interest to be doubtful. Loans are returned to accrual
status when the principal and interest amounts contractually due are brought current or when future payments are reasonably
assured.

The following table presents the recorded investment in nonaccrual loans and loans past due over 90 days and still on accrual
by class of loans at December 31:

2014 2013
(Dollars in Thousands) Nonaccrual 90 + Days Nonaccrual 90 + Days
Commercial, Financial and Agricultural.............ccoccoiviniiiiiiiiee $ 507 — 35 188 —
Real Estate — CONStrUCON. ......ccueiuiieiiieiieieiee e 424 — 426 —
Real Estate — Commercial MOTtgage ........cocveveierieneriencieeieieiee e 5,806 — 25,227 —
Real Estate — ReSidential .............oooveiiiiiiiiiieieeieeeeeceeeeeeeee e 6,737 — 6,440 —
Real Estate — HOmMe EQUItY ...cc.cooviviiiieiieiicieceecee e 2,544 — 4,084 —
COMSUIMET ...ttt sttt ettt ettt ettt ae e emee e 751 — 599 —
TOtAL . § 16,769 — § 36,964 —

Loan Portfolio Aging. A loan is defined as a past due loan when one full payment is past due or a contractual maturity is over
30 days past due (“DPD”).
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The following table presents the aging of the recorded investment in past due loans by class of loans at December 31,

30-59 60-89 90 + Total Total Total
(Dollars in Thousands) DPD DPD DPD Past Due Current Loans
2014
Commercial, Financial and Agricultural............. $ 352 § 155 % $ 507 $ 135911 $ 136,925
Real Estate — Construction.............ccceeevveeevveennenne 690 — 690 40,482 41,596
Real Estate — Commercial Mortgage .................. 1,701 569 2,270 502,044 510,120
Real Estate — Residential ..........ccccoovevvvvinnnnnnnnn. 682 1,147 1,829 287,403 295,969
Real Estate — Home Equity.......cccccceveeiiennnennne. 689 85 774 226,254 229,572
CONSUIMET ....vveeeeeeeiieeiee e e 625 97 722 215,719 217,192
TOtal....oeiieieeeeecee e $ 4739 $ 2,053 $ $ 6,792 $1,407,813 $1,431,374
2013
Commercial, Financial and Agricultural............. $ 258 § 100 § $ 358 $ 126,062 $ 126,607
Real Estate — Construction............cccceeveuvvveeeennnn. — — — 30,587 31,012
Real Estate — Commercial Mortgage.................. 1,548 672 2,220 506,424 533,871
Real Estate — Residential ...........cccccoeovevveevinnnnne. 1,647 1,090 2,737 300,514 309,692
Real Estate — Home Equity.........ccccooeveieieieenee. 848 212 1,060 222,778 227,922
CONSUIMET ...t eeeeeeeee e eeeraee e e eeeaes 1,127 244 1,371 157,529 159,500
TOtal....ooiieeieeeeeee e $ 5428 §$ 2,318 $ $ 7,746 $1,343,894 $1,388,604

Allowance for Loan Losses. The allowance for loan losses is a reserve established through a provision for loan losses charged
to expense, which represents management’s best estimate of probable losses within the existing portfolio of loans. Loans are
charged-off to the allowance when losses are deemed to be probable and reasonably quantifiable.

The following table details the activity in the allowance for loan losses by portfolio class for the years ended December 31.
Allocation of a portion of the allowance to one category of loans does not preclude its availability to absorb losses in other

categories.
Commercial, Real Estate Real Estate
Financial, Real Estate Commercial Real Estate Home
(Dollars in Thousands) Agricultural  Construction Mortgage Residential Equity Consumer _ Unallocated Total
2014
Beginning Balance ................ $ 699 $ 1,580 $ 7,710 $ 9,073 ' $ 3,051 $ 982 $ — $ 23,095
Provision for Loan
LOSSES v 742 (718) 897 (1,145) 1,069 1,060 — 1,905
Charge-Offs........ccccevneeene. (871) (28) (3,788) (2,160) (1,379) (1,820) — (10,046)
Recoveries........coevevennnes 214 9 468 752 141 1,001 — 2,585
Net Charge-Offs................ (657) (19) (3,320) (1,408) (1,238) (819) — (7,461)
Ending Balance...................... $ 784 $ 843 § 5287 $ 6,520 $ 2,882 § 1,223  $ — $ 17,539
2013
Beginning Balance................. $ 1,253  $ 2,856 $ 11,081 $ 8,678 § 2945 $ 1,327 § 1,027 $ 29,167
Provision for Loan
LOSSES .vvevieieriieriieeeens (15) (207) (83) 3,392 971 441 (1,027) 3,472
Charge-Offs........ccccevennee. (748) (1,070) (3,651) (3,835) (1,159) (1,751) — (12,214)
Recoveries.......couvveerreennnns 209 1 363 838 294 965 — 2,670
Net Charge-Offs................ (539) (1,069) (3,288) (2,997) (865) (786) — (9,544)
Ending Balance...................... $ 699 $ 1,580 § 7,710 $ 9,073 $ 3,051 $ 982 § — $ 23,095
2012
Beginning Balance ................ $ 1,534 $ 1,133 $ 10,660 $ 12,518 $ 2,392 §$ 1,887 $ 911 § 31,035
Provision for Loan
LOSSES wvvevenieviieriieinnens 251 2,309 5,770 4,588 3,050 82 116 16,166
Charge-Offs.......cccceoenenennee (822) (629) (6,031) 9,719) (2,896) (2,125) — (22,222)
Recoveries.......coooeverveennns 290 43 682 1,291 399 1,483 — 4,188
Net Charge-Offs................ (532) (586) (5,349) (8,428) (2,497) (642) — (18,034)
Ending Balance...................... $ 1,253  $ 2,856 $ 11,081 $ 8678 $ 2,945 $ 1,327 § 1,027 $ 29,167
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The following table details the amount of the allowance for loan losses by portfolio class at December 31, disaggregated on

the basis of the Company’s impairment methodology.

Commercial,
Financial,
(Dollars in Thousands) Agricultural

Real Estate
Construction

Real Estate
Commercial

Mortgage

Real Estate
Residential

Real Estate

Home
Equity

Consumer

Unallocated

Total

2014
Period-end amount
Allocated to:
Loans Individually
Evaluated for
Impairment ................... $ 293
Loans Collectively
Evaluated for
Impairment ...........c....... 491

843

2,733

2,554

$ 2,113

4,407

638

2,244

1,218

$ 5782

11,757

Ending Balance...................... $ 784

$ 843

5,287

$ 6,520

2,882

$ 1223

$ 17,539

2013
Period-end amount
Allocated to:
Loans Individually
Evaluated for
Impairment ................... $ 75
Loans Collectively
Evaluated for
Impairment ................... 624

1,514

4,336

3,374

$ 2,047

7,026

682

2,369

959

$ 7,229

15,866

Ending Balance...................... $ 699

$ 1,580

7,710

$ 9,073

3,051

$ 982

$ 23,095

2012
Period-end amount
Allocated to:
Loans Individually
Evaluated for
Impairment ................... $ 210
Loans Collectively
Evaluated for
Impairment ................... 1,043

$ 714

2,142

6,641

4,440

$ 2,778

5,900

546

2,399

$ 32

1,295

1,027

$ 10,921

18,246

Ending Balance...................... $ 1,253

$ 2,856

$

11,081

$ 8,678

2,945

$ 1,327

$ 1,027

$ 29,167

The Company’s recorded investment in loans as of December 31 related to each balance in the allowance for loan losses by
portfolio class and disaggregated on the basis of the Company’s impairment methodology was as follows:

Commercial, Real Estate Real Estate
Financial, Real Estate Commercial Real Estate Home

(Dollars in Thousands) Agricultural  Construction Mortgage Residential Equity Consumer _ Unallocated Total
2014

Individually Evaluated for

Impairment..........c.cccocun... $ 1,040 $ 401 $ 32,242 § 20,120 $ 3,074 $ 216 § — $ 57,093
Collectively Evaluated for

Impairment...........cococeuee. 135,885 41,195 477,878 275,849 226,498 216,976 — 1,374,281
Total.....coovviiiiiice $ 136,925 $ 41,596 $ 510,120 $§ 295969 $ 229,572 § 217,192 $ —  $1,431,374
2013

Individually Evaluated for

Impairment............ccccceuee. $ 1,580 § 557 $ 49973 § 20470 $ 3359 § 355§ — $ 76,294
Collectively Evaluated for

Impairment.............ccceuee. 125,027 30,455 483,898 289,222 224,563 159,145 — 1,312,310
Total.....coovviiiiiicce $ 126,607 $ 31,012 § 533871 $§ 309,692 $§ 227,922 § 159,500 $ —  $1,388,604
2012

Individually Evaluated for

Impairment..............c......... $ 2325 % 4232 § 74,650 § 23,030 $ 3858 § 687 $ — $ 108,782
Collectively Evaluated for

Impairment.............ccceu... 137,525 33,280 538,975 298,956 232,405 157,190 — 1,398,331
Total...c.ceuereirierrr e $ 139,850 $ 37,512 $ 613,625 $ 321,986 § 236,263 $ 157877 $ —  $1,507,113
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Impaired Loans. Loans are deemed to be impaired when, based on current information and events, it is probable that the
Company will not be able to collect all amounts due (principal and interest payments), according to the contractual terms of
the loan agreement. Loans, for which the terms have been modified, and for which the borrower is experiencing financial
difficulties, are considered troubled debt restructurings and classified as impaired.

The following table presents loans individually evaluated for impairment by class of loans at December 31:

Recorded
Unpaid Investment Recorded
Principal With No Investment Related

(Dollars in Thousands) Balance Allowance With Allowance  Allowance
2014

Commercial, Financial and Agricultural........................... $ 1,040 $ 189 §$ 851 $ 293
Real Estate — CONStruction..........c..cccveeereeeereeevreeereeereeennen. 401 401 — —
Real Estate — Commercial Mortgage ...........cccoeeveeveevennne 32,242 11,984 20,258 2,733
Real Estate — Residential ............ccccoeeviieciieiciieniiccieene. 20,120 5,492 14,628 2,113
Real Estate — Home EqUity.......ccceoveeieeienieiieieeieeees 3,074 758 2,316 638
COMNSUITIET ....uvieeeciiiieeeiieeeeiveeeeebeeeesetaeeeeareeesereeeeseseeeennns 216 3 213 5
TOtAl.cceveicieeceeeeee e $ 57,093 § 18,827 § 38266 $ 5,782
2013

Commercial, Financial and Agricultural.......................... $ 1,580 $ 443  § 1,137  $ 75
Real Estate — COnsStruction.............cceeeeveeeveeeveesreeenneeennen. 557 — 557 66
Real Estate — Commercial Mortgage ............ccoecvevveevennnne 49,973 19,860 30,113 4,336
Real Estate — Residential ........cc.cooeviiiviiiiiiieeiiiiiieieeeeen, 20,470 4,330 16,140 2,047
Real Estate — Home EqUity.......cccooveeiinienieieieeieeeee 3,359 646 2,713 682
CONSUIMET ...t et eeeeeeeaae e 355 90 265 23
o] 72 DO $ 76294 § 25,369 $ 50,925 $ 7,229

Nonaccrual loans include both smaller balance homogenous loans that are collectively evaluated for impairment and

individually classified impaired loans. Therefore, the sum of nonaccrual loans and accruing troubled debt restructurings will

differ from the total impaired amount.

The following table summarizes the average recorded investment and interest income recognized for each of the last three

years by class of impaired loans:

2014 2013 2012
Average Total Average Total Average Total

Recorded Interest Recorded Interest Recorded Interest
(Dollars in Thousands) Investment Income Investment Income Investment Income
Commercial, Financial and Agricultural............. $ 1,175 § 62 $ 2861 $§ 140 $ 2,018 $ 81
Real Estate — Construction..........ccceeoeevveeeenneennne 471 4 1,181 7 4,443 70
Real Estate — Commercial Mortgage .................. 30,760 1,725 60,043 2,062 70,701 2,113
Real Estate — Residential ............ccc.ocooeveeeennnnnn. 16,394 1,070 21,238 860 28,680 853
Real Estate — Home Equity.......cccoovvvevvenirennnnee. 2,329 72 4,037 72 3,540 95
CONSUIMET ......vvieeeiiieeeiieeeeireeeeireeesreeeeeerreeesereeas 215 9 501 10 229 3
Total..coeeeiiiceeeee e $ 51,344 $ 2,942 $ 89,861 $ 3,151 $ 109,611 $ 3,215

Credit Risk Management. The Company has adopted comprehensive lending policies, underwriting standards and loan
review procedures designed to maximize loan income within an acceptable level of risk. Management and the Board of
Directors review and approve these policies and procedures on a regular basis (at least annually).

Reporting systems have been implemented to monitor loan originations, loan quality, concentrations of credit, loan
delinquencies and nonperforming loans and potential problem loans. Management and the Credit Risk Oversight Committee

periodically review our lines of business to monitor asset quality trends and the appropriateness of credit policies. In

addition, total borrower exposure limits are established and concentration risk is monitored. As part of this process, the
overall composition of the portfolio is reviewed to gauge diversification of risk, client concentrations, industry group, loan
type, geographic area, or other relevant classifications of loans. Specific segments of the loan portfolio are monitored and
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reported to the Board on a quarterly basis and have strategic plans in place to supplement Board approved credit policies
governing exposure limits and underwriting standards. Detailed below are the types of loans within the Company’s loan
portfolio and risk characteristics unique to each.

Commercial, Financial, and Agricultural — Loans in this category are primarily made based on identified cash flows of the
borrower with consideration given to underlying collateral and personal or other guarantees. Lending policy establishes debt
service coverage ratio limits that require a borrower’s cash flow to be sufficient to cover principal and interest payments on
all new and existing debt. The majority of these loans are secured by the assets being financed or other business assets such
as accounts receivable, inventory, or equipment. Collateral values are determined based upon third party appraisals and
evaluations. Loan to value ratios at origination are governed by established policy guidelines.

Real Estate Construction — Loans in this category consist of short-term construction loans, revolving and non-revolving
credit lines and construction/permanent loans made to individuals and investors to finance the acquisition, development,
construction or rehabilitation of real property. These loans are primarily made based on identified cash flows of the borrower
or project and generally secured by the property being financed, including 1-4 family residential properties and commercial
properties that are either owner-occupied or investment in nature. These properties may include either vacant or improved
property. Construction loans are generally based upon estimates of costs and value associated with the completed project.
Collateral values are determined based upon third party appraisals and evaluations. Loan to value ratios at origination are
governed by established policy guidelines. The disbursement of funds for construction loans is made in relation to the
progress of the project and as such these loans are closely monitored by on-site inspections.

Real Estate Commercial Mortgage — Loans in this category consists of commercial mortgage loans secured by property that
is either owner-occupied or investment in nature. These loans are primarily made based on identified cash flows of the
borrower or project with consideration given to underlying real estate collateral and personal guarantees. Lending policy
establishes debt service coverage ratios and loan to value ratios specific to the property type. Collateral values are determined
based upon third party appraisals and evaluations.

Real Estate Residential — Residential mortgage loans held in the Company’s loan portfolio are made to borrowers that
demonstrate the ability to make scheduled payments with full consideration to underwriting factors such as current income,
employment status, current assets, and other financial resources, credit history, and the value of the collateral. Collateral
consists of mortgage liens on 1-4 family residential properties. Collateral values are determined based upon third party
appraisals and evaluations. The Company does not originate sub-prime loans.

Real Estate Home Equity — Home equity loans and lines are made to qualified individuals for legitimate purposes generally
secured by senior or junior mortgage liens on owner-occupied 1-4 family homes or vacation homes. Borrower qualifications
include favorable credit history combined with supportive income and debt ratio requirements and combined loan to value
ratios within established policy guidelines. Collateral values are determined based upon third party appraisals and
evaluations.

Consumer Loans — This loan portfolio includes personal installment loans, direct and indirect automobile financing, and
overdraft lines of credit. The majority of the consumer loan portfolio consists of indirect and direct automobile loans.
Lending policy establishes maximum debt to income ratios, minimum credit scores, and includes guidelines for verification
of applicants’ income and receipt of credit reports.

Credit Quality Indicators. As part of the ongoing monitoring of the Company’s loan portfolio quality, management
categorizes loans into risk categories based on relevant information about the ability of borrowers to service their debt such
as: current financial information, historical payment performance, credit documentation, and current economic/market trends,
among other factors. Risk ratings are assigned to each loan and revised as needed through established monitoring procedures
for individual loan relationships over a predetermined amount and review of smaller balance homogenous loan pools. The
Company uses the definitions noted below for categorizing and managing its criticized loans. Loans categorized as “Pass” do
not meet the criteria set forth for the Special Mention, Substandard, or Doubtful categories and are not considered criticized.

Special Mention — Loans in this category are presently protected from loss, but weaknesses are apparent which, if not

corrected, could cause future problems. Loans in this category may not meet required underwriting criteria and have no
mitigating factors. More than the ordinary amount of attention is warranted for these loans.

78



Substandard — Loans in this category exhibit well-defined weaknesses that would typically bring normal repayment into
jeopardy. These loans are no longer adequately protected due to well-defined weaknesses that affect the repayment capacity
of the borrower. The possibility of loss is much more evident and above average supervision is required for these loans.

Doubtful — Loans in this category have all the weaknesses inherent in a loan categorized as Substandard, with the
characteristic that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions,
and values, highly questionable and improbable.

The following table presents the risk category of loans by segment at December 31:

Commercial,

Financial, Total Criticized
(Dollars in Thousands) Agriculture Real Estate Consumer Loans
2014
Special MENtion .........ccceivveeiiriieriiriieteseeeeete ettt ssesneaeas $ 8,059 § 51,060 $ 114 $ 59,233
Substandard ............ccooiiiiiiiii e 2,817 79,167 1,153 83,137
DOoUbtfUL. ..o — — — —
Total Criticized LOANS .......cooovevveeeiiieeieieeeeeeeeeeee e $ 10,876 $ 130,227 $ 1,267 $ 142,370
2013
Special MENtion ..........cocveviieveviiiierieiieteeeeeeteeeeeese et $ 3,656 $§ 45870 $ 115 $ 49,641
SUbSANAATd ........oevvieviiiieieeece s 4,243 108,990 1,496 114,729
DOoUbtfUL....oceiiieiicieceee e — 900 — 900
Total Criticized LOANS .......c..covevveeeiieieeieieeeeeeeeeeeeee e $ 7,899 $ 155,760 $ 1,611 $ 165,270

Troubled Debt Restructurings (“TDRs”). TDRs are loans in which the borrower is experiencing financial difficulty and the
Company has granted an economic concession to the borrower that it would not otherwise consider. In these instances, as
part of a work-out alternative, the Company will make concessions including the extension of the loan term, a principal
moratorium, a reduction in the interest rate, or a combination thereof. The impact of the TDR modifications and defaults are
factored into the allowance for loan losses on a loan-by-loan basis as all TDRs are, by definition, impaired loans. Thus,
specific reserves are established based upon the results of either a discounted cash flow analysis or the underlying collateral
value, if the loan is deemed to be collateral dependent. In the limited circumstances that a loan is removed from TDR
classification it is the Company’s policy to also remove it from the impaired loan category, but to continue to individually
evaluate loan impairment based on the contractual terms specified by the loan agreement.

The following table presents loans classified as TDRs at December 31:

2014 2013
(Dollars in Thousands) Accruing Nonaccruing Accruing Nonaccruing
Commercial, Financial and Agricultural..............cccccoeivieinreieennenn. $ 838 §$ 266 $ 1,511 $ —
Real Estate — CONSIUCHON. ......ccvverieeieeiesiieieeieeeeeeeeeeeie e eaeseneneees — — 156 —
Real Estate — Commercial MOrtgage ..........ccceeeveeueeeeneeneeneeneeeeeeee. 26,565 — 24,735 10,308
Real Estate — Residential .............cccooooiiiiiiiiiiieicceeec e 14,940 1,622 16,441 458
Real Estate — Home EQUity ......cccevieiiiiiiiieiieceeececee e 1,856 356 1,576 241
COMSUIMET ...ttt ettt et sttt e e ettt sbee b enteenbeenteas 211 — 345 —
TOtAl TDRS ..oviiiiesie ettt ettt $ 44410 $ 2,244 § 44,764 $ 11,007
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Loans classified as TDRs during 2014, 2013, and 2012 are presented in the table below. The modifications made during the
reporting period involved either an extension of the loan term, a principal moratorium, a reduction in the interest rate, or a
combination thereof. The financial impact of these modifications was not material.

2014 2013 2012
Number Number Number
of Recorded of Recorded of Recorded

(Dollars in Thousands) Contracts Investment” Contracts Investment” Contracts Investment”
Commercial, Financial and

Agricultural ............cocooveveriiiinenn. 3% 320 4 3 337 12 3 1,857
Real Estate — Construction.............. — — — — 6 976
Real Estate — Commercial

MOTtEage ...coveveeeeeieieeiieiieieeane 3 1,769 13 9,653 54 16,011
Real Estate — Residential ................ 11 1,972 18 2,073 68 6,955
Real Estate — Home Equity ............. 10 883 9 587 19 731
CONSUMET ......uvvrieeiiieeeiieee e 1 34 6 93 60 656
Total TDRS .....ocovvieiiiciecciieeiee 28 $ 4,978 50 $ 12,743 219 § 27,186

M Recorded investment reflects charge-offs and additional funds advanced at time of restructure, if applicable.

The following table provides information on how TDRs were modified during the periods included.

2014 2013 2012
Number  Post-Modified Number Post-Modified Number Post-Modified
of Recorded of Recorded of Recorded

(Dollars in Thousands) Contracts Investment Contracts Investment Contracts Investment
Extended Amortization................... 10 $ 1,894 15 4,334 33 8,080
Interest Rate Adjustment ................ 1 156 9 982 1 158
Extended Amortization and ............
Interest Rate Adjustment ................ 8 1,179 17 5,381 53 10,027
Principal Moratorium...................... — — 1 1,700 —
Other.....oooiiiiieeeceeeece e 9 1,749 8 346 132 8,921
Total TDRS .....ooovvveveeeeieieeeene 28§ 4,978 50 $ 12,743 219 § 27,186

The following table presents loans classified as TDRs for which there was a payment default during the years presented and
the loans were modified within the twelve months prior to default.

2014 2013 2012
Number Number Number
of Recorded of Recorded of Recorded

(Dollars in Thousands) Contracts Investment'” Contracts Investment” Contracts Investment"
Commercial, Financial and

Agricultural ..........c..cooovvevernennne. — 3 — — S — — —
Real Estate — Construction.............. — — — — 4 713
Real Estate — Commercial

MOTtgage ......vvevveerreeeieenieeninenns 1 60 1 73 3 1,001
Real Estate — Residential ................ 2 177 — — 7 1,906
Real Estate — Home Equity ............. 1 153 1 50 — —
CONSUMET ......cvvreeeriieeeiieeeeiree e — — — — 1 2
Total TDRS ....ooeeveieiieciieciieieee 4 % 390 2 9 123 15 § 3,622

M Recorded investment reflects charge-offs and additional funds advanced at time of restructure, if applicable.
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Note 4
PREMISES AND EQUIPMENT

The composition of the Company’s premises and equipment at December 31 was as follows:

(Dollars in Thousands) 2014 2013

Land ....oooieee s $ 24,548 3 24,522
BUildings......oceeveeiiiieiieieieieeee s 111,810 112,706
Fixtures and Equipment............ccccoevevievieerieeenreennnns 57,579 57,498
TOtAL .o 193,937 194,726
Accumulated Depreciation ............cceceeevveeveevenieenennn. (92,038) (91,341)
Premises and Equipment, Net..........ccooeevevveivenneenennen. $ 101,899 $ 103,385

NOTE S - INTANGIBLE ASSETS

The Company had net intangible assets of $84.8 million at December 31, 2014 and December 31, 2013. Intangible assets
were as follows:

2014 2013
Gross Accumulated Gross Accumulated
(Dollars in Thousands) Amount Amortization ~Amount Amortization
Core Deposit Intangibles ..........c.ccoeveveveeiiieeeirieieeeeeeeeeee e $ 47,176 $ 47,176  $ 47,176 $ 47,176
GOOAWILL ...ttt 84,811 — 84,811 —
Customer Relationship Intangible............ccoecevvierieninienieneee, 1,867 1,867 1,867 1,835
Total Intangible ASSEtS .......cccvevivveriiriieriiieeeereereeereeeee e $133,854 $ 49,043 $133,854 $ 49,011

Net Core Deposit Intangibles: As of December 31, 2013, the Company’s core deposit intangibles were fully amortized.
Amortization expense was $200,000 and $19,000 for 2012 and 2013, respectively.

Goodwill: As of December 31, 2014 and December 31, 2013, the Company had goodwill, net of accumulated amortization,
of $84.8 million. Goodwill is tested for impairment on an annual basis, or more often if impairment indicators exist. A
goodwill impairment test consists of two steps. Step One compares the estimated fair value of the reporting unit to its
carrying amount. If the carrying amount exceeds the estimated fair value, Step Two is performed by comparing the fair value
of the reporting unit’s implied goodwill to the carrying value of goodwill. If the carrying value of the reporting unit’s
goodwill exceeds the estimated fair value, an impairment charge is recorded equal to the excess.

As of December 31, 2014, the Company’s net book value, including goodwill, exceeded its market capitalization, and as
such, the Company performed goodwill impairment testing. The Step One test indicated that the carrying amount (including
goodwill) of the Company’s reporting unit was less than its estimated fair value, therefore, no impairment was recorded. The
Company will continue to evaluate goodwill for impairment as defined by ASC Topic 350.

Other: As of December 31, 2014 and December 31, 2013, the Company had a customer relationship intangible asset, net of
accumulated amortization, of $0 and $32,000, respectively. This intangible asset was recorded as a result of the acquisition of
trust customer relationships. The Company’s customer relationship intangible asset was fully amortized in February 2014.
Annual amortization expense during 2014 was approximately $32,000. Annual amortization expense for 2013 and 2012 was
approximately $191,000.

Note 6
OTHER REAL ESTATE OWNED

The following table presents other real estate owned activity as of December 31,

(Dollars in Thousands) 2014 2013 2012
Beginning BalancCe............cc.cvvveieiiiieeieiiiceieieeeeeeieeeie ettt eve v $ 48,071 $ 53,426 $ 62,600
AQAIHONS ...ttt ettt n et ee s 15,271 24,488 22,777
Valuation WIite-DOWNS........ccciiiiiiiiieeiie ettt e e (3,142) (3,592) (3,336)
SIS ..o eeeeee e eeeee oo e e e e e e e e e e s e ee e (23,791) (25,940) (28,183)
OBNET ...ttt ettt ettt ettt es et s s s s (729) (311) (432)
Ending Balance ............c.cuouioieviuiiiieiiieieieeeeeeeetee e $ 35,680 $ 48,071 $ 53,426




Net expenses applicable to other real estate owned as of December 31, was as follows:

(Dollars in Thousands) 2014 2013 2012
Gains from the Sale of Properties ..........ocevvvveveiiieieicieieeeeeeeceeeeeeeee e $ 774 $ (1,306) S (616)
Losses from the Sale of Properties.........ccoeeveerierieriieieeieieeeie e 2,094 2,287 3,593
Rental Income from Properties ..........cccccveveerieiiiiienieriecieeeeeiecee e (523) (293) (78)
Property Carrying COStS........ecuverueriuerierienieeneeseeseesteseeesseeeeseesseesseesseenseeneens 2,872 3,954 4,577
Valuation AdJUSTMENtS ........ccceerieiiieiieiereee et 3,142 3,592 3,336
TOtAL .t $§ 6811 $ 8,234 $ 10,812
Note 7

DEPOSITS

The composition of the Company’s interest bearing deposits at December 31 was as follows:

(Dollars in Thousands) 2014 2013
NOW ACCOUNLS.....eeeveeeeeeeeeeeeeeeeeeeeeeee e eeeeeeeeeeseeenas $ 804,337 $ 794,746
Money Market ACCOUNTS ......cc.eeeeruieienienieeeieeeeeeen 254,149 268,449
Savings DepoSits........ccerererererereeieeeieeeeee e 233,612 211,668
Other Time DepositS........cccveeveerreerieienierreereeveseenens 195,581 219,922
Total Interest Bearing Deposits ............cccoeveveeenen. $ 1,487,679 $ 1,494,785

At December 31, 2014 and 2013, $2.4 million and $2.8 million, respectively, in overdrawn deposit accounts were reclassified

as loans.

Time deposits that meet or exceed the FDIC insurance limit of $250,000 totaled $11.6 million and $14.1 million at December

31, 2014 and December 31, 2013, respectively.

At December 31, the scheduled maturities of time deposits were as follows:

(Dollars in Thousands) 2014

2015 o $ 165,989
20016 e 19,108
2017 e 6,882
2018 et 1,876
2019 and thereafter .............coooveeieeeiieeii e 1,726
TOAL .o $ 195,581

Interest expense on deposits for the three years ended December 31, was as follows:

(Dollars in Thousands) 2014 2013 2012

NOW ACCOUNLS ...ttt ettt st ssenenenes $ 318 $ 482 $ 634
Money Market ACCOUNLES ........cecueeiiruieriieieeie ettt ettt eeeieas 190 211 255
SAVINGS DEPOSILS....eevietieiieiieiieetieteete ettt et sttt e e e 112 101 87
Time Deposits < $250,000........ccocieiririeiirieiereeeeeee e 463 505 912
Time Deposits > $250,000........cccoreirieiriieiirieeeeereeeee e 16 132 220
1] | SRS PTRPRRRR $ 1,099 $ 1,431 $ 2,108
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Note 8
SHORT-TERM BORROWINGS

Short-term borrowings included the following:

Securities
Federal Sold Under Other
Funds Repurchase Short-Term
(Dollars in Thousands) Purchased Agreementsm Borrowin&(z)
2014
Balance at DECEMDET 31 ....oveeveoeeeeieeeeeeeeeeeeeeeee et ettt eeeeveeaeseeeesaeas $ — 3 47411 $ 2,014
Maximum indebtedness at any month end............cccooeieiinieniniincninieene. — 47,413 2,035
Daily average indebtedness outstanding.............ccceeeververeereeceenieneenieenenns 11 42,877 1,514
Average rate paid for the Year...........cccovvvevieiieiiciecieeee e 0.76% 0.05% 3.76%
Average rate paid on period-end bOrrOWIngs............ceevevviecveeveneerreecuenenens —% 0.05% 3.76%
2013
Balance at DECEMDET 31 ......ocovivuiiieiiiiiciiieecee ettt $ — 3 47312 $ 4,009
Maximum indebtedness at any month end.............coccoeviniiiiiniiniineeee — 55,261 8,929
Daily average indebtedness outstanding............cccceeeeeveerieneeienieneeeeee 11 48,337 5,573
Average rate paid for the Year.........ccoocveiiiieiieiieeeeeee e 0.76% 0.05% 3.79%
Average rate paid on period-end DOITOWINGS.......c.ccevveererveinreninenecnrennene —% 0.05% 3.25%
2012
Balance at DECEmMDET 31 ....o.vooviieiieieeeeeeeeeeeeeeeeee ettt $ — 3 40,639 $ 6,796
Maximum indebtedness at any month end............cceceeevivienieciincienieneennens — 62,458 6,991
Daily average indebtedness outstanding...............ccoevvevierviecienieneenieeciennns — 47,485 4,679
Average rate paid for the Year.........ccoocvvierieciiecienieceee e —% 0.05% 3.68%
Average rate paid on period-end bOITOWINGS.........cccccvevreceerieniierieeienrennn —% 0.05% 3.69%
1)

Balances are fully collateralized by government treasury or agency securities held in the Company’s investment
portfolio.
@ Comprised of FHLB debt.

Note 9
LONG-TERM BORROWINGS

Federal Home Loan Bank Advances. FHLB advances totaled $31.1 million at December 31, 2014 and $38.0 million at
December 31, 2013. The advances mature at varying dates from 2015 through 2025 and had a weighted-average rate of
3.17% and 3.20% at December 31, 2014 and 2013, respectively. The FHLB advances are collateralized by a blanket floating
lien on all 1-4 family residential mortgage loans, commercial real estate mortgage loans, and home equity mortgage loans.
Interest on the FHLB advances is paid on a monthly basis.

Scheduled minimum future principal payments on FHLB advances at December 31 were as follows:

(Dollars in Thousands) 2014

2015 e $ 2,751
2016 oo 2,829
2017 e 6,515
2018 o 7,714
2009 o 4,653
2020 and thereafter ........c..ooovvveviieiiiecieeeeeeeeeeen 6,635
TOAL e e $ 31,097
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Junior Subordinated Deferrable Interest Notes. The Company has issued two junior subordinated deferrable interest notes to
wholly owned Delaware statutory trusts. The first note for $30.9 million was issued to CCBG Capital Trust I. The second
note for $32.0 million was issued to CCBG Capital Trust II. The two trusts are considered variable interest entities for which
the Company is not the primary beneficiary. Accordingly, the accounts of the trusts are not included in the Company’s
consolidated financial statements. See Note 1 - Summary of Significant Accounting Policies for additional information about
the Company’s consolidation policy. Details of the Company’s transaction with the two trusts are provided below.

In November 2004, CCBG Capital Trust I issued $30.0 million of trust preferred securities which represent interest in the
assets of the trust. The interest payments are due quarterly at 3-month LIBOR plus a margin of 1.90%, adjusted quarterly.
The trust preferred securities will mature on December 31, 2034, and are redeemable upon approval of the Federal Reserve in
whole or in part at the option of the Company at any time after December 31, 2009 and in whole at any time upon occurrence
of certain events affecting their tax or regulatory capital treatment. Distributions on the trust preferred securities are payable
quarterly on March 31, June 30, September 30, and December 31 of each year. CCBG Capital Trust I also issued $928,000 of
common equity securities to CCBG. The proceeds of the offering of trust preferred securities and common equity securities
were used to purchase a $30.9 million junior subordinated deferrable interest note issued by the Company, which has terms
similar to the trust preferred securities.

In May 2005, CCBG Capital Trust II issued $31.0 million of trust preferred securities which represent interest in the assets of
the trust. The interest payments are due quarterly at 3-month LIBOR plus a margin of 1.80%, adjusted annually. The trust
preferred securities will mature on June 15, 2035, and are redeemable upon approval of the Federal Reserve in whole or in
part at the option of the Company and in whole at any time upon occurrence of certain events affecting their tax or regulatory
capital treatment. Distributions on the trust preferred securities are payable quarterly on March 15, June 15, September 15,
and December 15 of each year. CCBG Capital Trust II also issued $959,000 of common equity securities to CCBG. The
proceeds of the offering of trust preferred securities and common equity securities were used to purchase a $32.0 million
junior subordinated deferrable interest note issued by the Company, which has terms substantially similar to the trust
preferred securities.

The Company has the right to defer payments of interest on the two notes at any time or from time to time for a period of up
to twenty consecutive quarterly interest payment periods. Under the terms of each note, in the event that under certain
circumstances there is an event of default under the note or the Company has elected to defer interest on the note, the
Company may not, with certain exceptions, declare or pay any dividends or distributions on its capital stock or purchase or
acquire any of its capital stock. As of December 31, 2014, the Company has paid all interest payments in full.

The Company has entered into agreements to guarantee the payments of distributions on the trust preferred securities and
payments of redemption of the trust preferred securities. Under these agreements, the Company also agrees, on a
subordinated basis, to pay expenses and liabilities of the two trusts other than those arising under the trust preferred
securities. The obligations of the Company under the two junior subordinated notes, the trust agreements establishing the two
trusts, the guarantee and agreement as to expenses and liabilities, in aggregate, constitute a full and unconditional guarantee
by the Company of the two trusts’ obligations under the two trust preferred security issuances.

Despite the fact that the accounts of CCBG Capital Trust I and CCBG Capital Trust II are not included in the Company’s
consolidated financial statements, the $30.0 million and $31.0 million, respectively, in trust preferred securities issued by
these subsidiary trusts are included in the Tier I Capital of Capital City Bank Group, Inc. as allowed by Federal Reserve
guidelines.
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Note 10

INCOME TAXES
The provision for income taxes reflected in the statements of comprehensive income is comprised of the following
components:
(Dollars in Thousands) 2014 2013 2012
Current:
FEACTAL......oueveieeeeeeeeeeee ettt enea $ SV 75 § 1,189
AL . ..ottt ettt ettt ettt ettt ettt bttt neene e st et e e e (2,916) 195 280
(2,967) 120 1,469
Deferred:
Federal......oiieiiiieee e 4,270 1,650 (1,260)
SHEALE....eet ettt ettt ettt b ettt ettt et ne et neenea 249 99 (1,597)
Valuation ATLOWANCE..........ccveiieieeiieiieie ettt saeeee e sseense s e 102 56 52
4,621 1,805 (2,805)
Total:
FEAETal.....c.oiceiiieiieeiee ettt sre e re e ens 4,219 1,575 (71)
AL . ..ottt ettt ettt ettt e b ettt e b e bt neene e st et e e e (2,667) 294 (1,317)
Valuation ATOWANCE........cc.eeiiiiieieieiesee ettt 102 56 52
TOLALL ..ttt st $ 1,654 $ 1,925 §  (1,336)

Income taxes provided were different than the tax expense computed by applying the statutory federal income tax rate of 35%

to pre-tax income as a result of the following:

(Dollars in Thousands) 2014 2013 2012
Tax Expense at Federal Statutory Rate..........cccoeveveviniieiiieieieieieseeeeie e $ 3,820 $ 2,790 $ (430)
Increases (Decreases) Resulting From:

Tax-Exempt Interest INCOME ........coveiiiiiiiiiiie et (327) (385) (402)
Change in Reserve for Uncertain Tax PoSitions ..........ccoooeeveerenieneencenieee (2,902) (777) (347)
State Taxes, Net of Federal Benefit..........cccoovevieiiiciiiiiiiececececeeeeee 892 191 (856)
OLRET ..ttt ettt a et ae et 69 50 199
Change in Valuation ATIOWanCe ..........ccceeeerieierieniienesese et 102 56 52
Increase Deferred Tax Liability for Equity Investment...........c.ccccoeveveneennnnne. — — 448
ACtUal TaX EXPENSE ....ovevivinirieiiiretiieteteieeeeteeeese st esesess st e s sessesesssessesesenas $ 1,654 $ 1,925 $  (1,336)

Deferred income tax liabilities and assets result from differences between assets and liabilities measured for financial
reporting purposes and for income tax return purposes. These assets and liabilities are measured using the enacted tax rates
and laws that are currently in effect. The net deferred tax asset and the temporary differences comprising that balance at

December 31, 2014 and 2013 are as follows:

(Dollars in Thousands) 2014 2013
Deferred Tax Assets Attributable to:

ATIOWANCE TOI LOAN LLOSSES ...vvviiiieieiiicieie ettt e et e e e eeeeane e e enanees $ 6,767 $ 8,910
Accrued Pension/SERP........cc.ooiiiiiiiie e 13,547 5,284
State Net Operating Loss and Tax Credit Carry-Forwards...........cceevveieniieniienieneciecieeeene, 5,012 4,906
Other Real EState OWNEd..........oooiiiiiiieiee e e e e 8,229 9,459
OBET .ttt ettt ettt et e et e et e ettt e et e et e etaeetaeeteeereete et e eateeteeeteereereeerean 4,226 5,304
Total DEFEITE TAX ASSELS .....vviiviieiiie ittt et ettt et e e eae et e et e eeseetesateseeeseeenseenseensenanans $ 37,781 $ 33,863
Deferred Tax Liabilities Attributable to:

Depreciation on Premises and EQUIPMENt ...........cccveieiieiieriiniiie st $ 6,247 $ 6322
Deferred Loan FEes and COSS ......c.uuiiiiieiiiieiee ettt ettt eaeee s s eeae e s et e e e eaaeeeenes 2,490 2,446
INEANGIDIE ASSEES...eueeuieuieiiete ettt ettt ettt ettt b e ee e bt et et et et e be bt eb e ene et e aeeee e e 3,719 3,419
(01113 P OTUUENOTUROTERR SRR RTRPRRRRN 612 526
Total Deferred Tax LIabilItIES .....c.uveiiiuiieiieieie ittt e e et e e e eneas 13,068 12,713
ValUQtion ATIOWANCE .....cevviiiieiiee ittt e et e et e e et e e e eaae e e s enaaeessnaaeeesnaeeesnnees 1,328 1,226
NEt DETEITEA TAX ASSEL ..veeeeeeeeeeeeeeeee et eee et et et et eeeeeeeeeeee st eee et eeeeeseseeesessesseesesteneeeeeseenensesrenns $ 23,385 $ 19,924




In the opinion of management, it is more likely than not that all of the deferred tax assets, with the exception of the separate
state net operating loss carry-forward of CCBG, the separate state net operating loss carry-forwards of an inactive subsidiary,
and certain of the Bank’s separate state tax credit carry-forwards, will be realized. Accordingly, a valuation allowance for
CCBG’s separate state net operating loss carry-forward was recorded in 2008 and increased for CCBG’s additional state
operating loss carry-forward generated in 2009 through 2014. This valuation allowance at year-end 2014 was $1.1 million. In
addition, a valuation allowance for the inactive subsidiary’s separate state net operating loss carry-forwards and for certain of
the Bank’s state tax credit carry-forwards totaled $0.2 million at year-end 2014. At year-end 2014, the Company had state
loss and tax credit carry-forwards of approximately $5.0 million, which expire at various dates from 2015 through 2033, and
federal credit carry-forwards of approximately $0.5 million that never expire.

The Company had no unrecognized tax benefits at December 31, 2014. The unrecognized tax benefits were $3.2 million and
$4.2 million at December 31, 2013 and December 31, 2012, respectively.

A reconciliation of the beginning and ending unrecognized tax benefit is as follows:

(Dollars in Thousands) 2014 2013 2012
Balance at JAnUATY 1, ......cccocveiiviieiiiiieiiieeee ettt $ 3,228 $ 4,209 $ 4,577
Additions Based on Tax Positions Related to Current Year.........c...ceeuvenenee. — — 508
Decrease Due to Lapse in Statue of Limitations..........ccceeeeeeeneereesenieneennen. — 981) (876)
Decrease Due to Settlements With Taxing Authorities ...........ccceceveereeiennene (3,228) — —
Balance at DECEMDET 31 .....eemeereeeeeeeeeeeeeeeee et ee e eenene $ — $ 3,228 $ 4,209

It is the Company’s policy to recognize interest and penalties accrued relative to unrecognized tax benefits in their respective
federal or state income taxes accounts. The total amounts of interest and penalties recorded in the income statement — income
taxes for the years ended December 31, 2014, 2013, and 2012 were $800,000, $139,000, and $108,000, respectively. The
amounts accrued for interest and penalties at December 31, 2014 and 2013 were $0 and $0.8 million respectively.

The Company and its subsidiaries file a consolidated U.S. federal income tax return, as well as file various returns in states
where its banking offices are located. The Company is no longer subject to U.S. federal or state tax examinations for years
before 2011.

Note 11
STOCK-BASED COMPENSATION

As of December 31, 2014, the Company had three stock-based compensation plans, consisting of the 2011 Associate
Incentive Plan (“AIP”), the 2011 Associate Stock Purchase Plan (“ASPP”), and the 2011 Director Stock Purchase Plan
(“DSPP”). These plans, which were approved by the shareowners in April 2011, replaced substantially similar plans
approved by the shareowners in 2004. Total compensation expense associated with these plans for 2012 through 2014 was
$0.5 million, $1.4 million, and $1.9 million, respectively.

AIP. The AIP allows the Company’s Board of Directors to award key associates various forms of equity-based incentive
compensation. Under the 2011 AIP there were 875,000 shares reserved for issuance. In 2014, the Company, pursuant to the
terms and conditions of the AIP, created the 2014 Incentive Plan (“2014 Plan”), under which all participants in the 2014 Plan
were eligible to earn performance shares. Awards under the 2014 Plan were tied to internally established performance goals.
At base level targets, the grant-date fair value of the shares eligible to be awarded in 2014 was approximately $0.9 million.
For 2014, a total of 50,597 shares were eligible for issuance, but additional shares could be earned if performance exceeded
established goals. A total of 73,347 shares were earned for 2014 reflective of goal achievement that exceeded the base level
targets. The Company recognized expense of $1.2 million, $965,000 and 255,000 for 2014, 2013 and 2012, respectively.
After deducting the shares earned in 2014, 774,393 shares remain eligible for issuance under the 2011 AIP.

Executive Long-Term Incentive Plan (“LTIP”). Prior to 2007, the Company maintained a stock option program for a key
executive officer (William G. Smith, Jr. - Chairman, President and CEO, CCBG). The status of the options granted under this
arrangement is detailed in the table provided below. In 2007, the Company replaced its practice of entering into an annual
stock option arrangement by establishing a Performance Share Unit Plan under the provisions of the AIP that allows the
executive to earn shares based on the compound annual growth rate in diluted earnings per share over a three-year period.
The Company recognized $0.5 million and $0.3 million in expense for years 2014 and 2013, respectively, under the
executive’s LTIP. There was no expense for the year 2012. At the executive’s request, the Compensation Committee, with
board approval, exercised its negative discretion option whereby the grant for the three-year period 2012 — 2014 was
cancelled and therefore there was no payout.
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A summary of the status of the Company’s option shares is presented below:

Weighted-
Average
Weighted- Remaining Aggregate
Average Contractual Intrinsic

Options Shares Exercise Price Term Value
Outstanding at January 1, 2014 ........cccccoeveeieieieieierenrene 60,384 § 3279 $ 1.9 $ —
EXPITCA..ceiiiiiiiieciiciteiceeestee ettt (23,138) — — —
Outstanding at December 31, 2014........ccccoevveieieieieniennnne. 37,246 $ 3269 $ 0.3 $ —
Exercisable at December 31, 2014 ..........ccocvvvvviviiiiiiinnnnnn, 37,246 $ 3269 $ 03 $ —

DSPP. The Company’s DSPP allows the directors to purchase the Company’s common stock at a price equal to 90% of the
closing price on the date of purchase. Stock purchases under the DSPP are limited to the amount of the directors’ annual
retainer and meeting fees. Under the 2011 DSPP there were 150,000 shares reserved for issuance. For 2014, the Company
issued 10,932 shares under the DSPP and recognized approximately $14,000 in expense related to this plan. For 2013, the
Company issued 13,348 shares and recognized approximately $15,000 in expense related to the DSPP. For 2012, the
Company issued 25,864 shares and recognized approximately $21,000 in expense under the DSPP. As of December 31,
2014, there are 86,744 shares eligible for issuance under the 2011 DSPP.

ASPP. Under the Company’s ASPP, substantially all associates may purchase the Company’s common stock through payroll
deductions at a price equal to 90% of the lower of the fair market value at the beginning or end of each six-month offering
period. Stock purchases under the ASPP are limited to 10% of an associate’s eligible compensation, up to a maximum of
$25,000 (fair market value on each enrollment date) in any plan year. Under the 2011 ASPP there were 593,750 shares of
common stock reserved for issuance. For 2014, 28,630 shares were acquired under the ASPP and approximately $64,000 in
expense was recognized related to this plan. For 2013, 31,597 shares were acquired and approximately $69,000 in expense
was recognized related to the ASPP. For 2012, 75,257 shares were acquired and approximately $119,000 in expense was
recognized under the ASPP. As of December 31, 2014, 418,320 shares remained eligible for issuance under the ASPP.

Based on the Black-Scholes option pricing model, the weighted average estimated fair value of each of the purchase rights
granted under the ASPP was $2.12 for 2014. For 2013 and 2012, the weighted average fair value purchase right granted was
$2.21 and $1.61, respectively. In calculating compensation, the fair value of each stock purchase right was estimated on the
date of grant using the following weighted average assumptions:

2014 2013 2012
Dividend YICld ......ocveeiieiieiieiieie ettt 0.3% —% —%
Expected VOIAtility .....cveeveeiieiieieee et 21.5% 32.0% 32.0%
RiSK-fTee INTETESt TALE.......eevieeieiieiieie ettt 0.1% 0.1% 0.1%
Expected 1ife (I YEAS) ....ccueeruieiieieeiieeiieiteeie ettt 0.5 0.5 0.5
Note 12
EMPLOYEE BENEFIT PLANS

Pension Plan

The Company sponsors a noncontributory pension plan covering substantially all of its associates. Benefits under this plan
generally are based on the associate’s total years of service and average of the five highest years of compensation during the
ten years immediately preceding their departure. The Company’s general funding policy is to contribute amounts sufficient to
meet minimum funding requirements as set by law and to ensure deductibility for federal income tax purposes.

The following table details on a consolidated basis the changes in benefit obligation, changes in plan assets, the funded status

of the plan, components of pension expense, amounts recognized in the Company’s consolidated statements of financial
condition, and major assumptions used to determine these amounts.
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(Dollars in Thousands) 2014 2013 2012
Change in Projected Benefit Obligation:

Benefit Obligation at Beginning of Year..........cccecevviveivieeciceeeccreeeene $ 115,285 $ 134,950 $ 116,173
SEIVICE COST it e e e e eaee e e eeaaeeeeenreeeeenneas 5,634 6,999 6,397
INEEIESE COSE . uuriiiiiiiieiieeee e e e et e e e e et e e e e e eeas 5,513 5,566 5,587
Actuarial LosS (GaIN) ....ccueeruieieiieiienie ettt se e seeesneenas 22,632 (18,965) 14,156
Benefits Paid........c.cooiiiiiiiiii e (8,438) (12,946) (7,138)
EXPEnses Paid ........ccoooueiiiiiiiiieiceeeeee e (267) (319) (225)
Projected Benefit Obligation at End of Year .........ccccccvevvveviieieieiciciciereee, $ 140,359 $ 115,285 $ 134,950
Change in Plan Assets:

Fair Value of Plan Assets at Beginning of Year ...........ccccocvevivvevveinieeereeennnn. $ 103,842 $ 94,164 $ 87,844
Actual Return on PIan ASSELS .......evveiiiiiiiiiiieieee ettt 8,035 17,943 8,083
Employer ContribULIONS. ......cccueevirierieieeie et 5,000 5,000 5,000
Benefits Paid........c.ooueiiiiiiriiie e (8,438) (12,946) (7,138)
EXPEnses Paid .........cccoievieiieiicieieeiecie ettt (267) (319) (225)
Fair Value of Plan Assets at End of Year ......ooovveeveeeeeeeeeeeeeeeeeeeeeeeeeeeen $ 108,172 $ 103,842 $ 94,164
Funded Status of Plan and Accrued Liability Recognized at End of Year:

Other Liabilities .....ccveoueieiiieiieeieiieieieiee ettt eeeeneas $ 32,186 $ 11,442 $ 40,786
Accumulated Benefit Obligation at End of Year..........coeveveinieiinierenienee, $ 119,750 $ 98,796 $ 110,985
Components of Net Periodic Benefit Costs:

SEIVICE COSL .ttt e e e eaeeeee et e et e e e eeeeeeeeeeesseeeeereeeneeenenaes $ 5634 $ 6,999 $ 6397

B TS (S A O e 1] RPN 5,513 5,566 5,587
Expected Return on Plan ASSELS .......c.eccvivveiierieeniieiiceeereeereesre e eene e (7,487) (7,371) (6,793)
Amortization of Prior Service COStS ......ceiiriririeieieieieriese et 309 317 359
Net LoSS AMOTTIZAION ........ccooeeieiiiiieeeieee et et e e e eeaaeeeeaeeeeas 1,365 4316 3,390
Net Periodic BENETit COSt .....verieieeeeeeeeeeeeeeeeeeeeeee et et et eeeeeneeeeeeseeeeeeeeeeane $ 5334 $ 9,827 $ 8,940
Weighted-Average Assumptions Used to Determine Benefit Obligation:

DISCOUNT RALE ... 4.15% 5.00% 4.25%
Rate of Compensation INCIEASe ..........ccevveeriieiniinieininieinieeneeeeeeeee 3.25% 3.25% 3.75%
Measurement DAt ..........coeveeiiiirienienieieeeeteeee e 12/31/14 12/31/13 12/31/12
Weighted-Average Assumptions Used to Determine Benefit Cost:

DiISCOUNt RALE ..ottt 5.00% 4.25% 5.00%
Expected Return on Plan ASSEtS .......ceecvevverierienieeiieieeeeeee e 7.50% 8.00% 8.00%
Rate of Compensation INCIEaSE ........c.cecuerierierieniieiieie e 3.25% 3.75% 4.00%
Amortization Amounts from Accumulated Other Comprehensive Income:

Net Actuarial LosS (GAIN)..........ceeveuieueeeereeeeeeeeeeeeeeeeteeee e $ 22,083 $ (29,534) $ 12,265
Prior SEIVICE COSt...uviiuiiiieiieiieiitecieere ettt ettt re b s e ereesbeesbeesnesanens (309) (317) (359)
INEE 0SS -ttt ettt ettt ettt ettt a ettt b e e e enes (1,365) (4,316) (3,390)
Deferred Tax (Benefit) EXPense ........cccoooeieririnieieieieeeese e (7,873) 13,180 (3,285)
Other Comprehensive Loss (Gain), net 0f tax .......cccceeveeeeiieiienieneneneseseee $ 12,536 $ (20,987) $§ 5,231
Amounts Recognized in Accumulated Other Comprehensive Income:

NEt ACHUATIAL LOSSES ..vveeneeeeeeeeeeeee et eeeeeeeeeeeeeereeeeene et eeeeeteeeeseseeseesaeseeanes $ 34,665 $ 13,947 $ 47,800
PriOr SEIVICE COSt...uuviiiiieiiie ittt e e eaae e s eaaeee s 1,075 1,383 1,700
Deferred Tax Benefit........ccueeiiiiiiieiiieiecie et (13,788) (5,914) (19,097)
Accumulated Other Comprehensive Loss, net of taX.........cccoevevevevriererienanen. $ 21,952 $ 9416 $ 30,403

The Company expects to recognize $3.2 million of the net actuarial loss and $0.3 million of the prior service cost reflected in
accumulated other comprehensive income at December 31, 2014 as a component of net periodic benefit cost during 2015.
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Plan Assets. The Company’s pension plan asset allocation at year-end 2014 and 2013, and the target asset allocation for 2015

are as follows:

Target Percentage of Plan
Allocation Assets at Year-End"
2015 2014 2013
EQUILY SECUIILIES ...eeuvieiieeeieiieieete ettt ettt ettt e et e enteenaesnaenneas 70% 74% 72%
DEDt SECUITLIES ......eeuvenieiiiericeiieitetet ettt 25% 21% 23%
Cash and Cash EQUIVALENLS........cccvevieriieiieieeieieeeie et 5% 5% 5%
TOLAL .ttt 100% 100% 100%

M

end cash contribution to the plan.

Represents asset allocation at year-end which may differ from the average target allocation for the year due to the year-

The Company’s pension plan assets are overseen by the CCBG Retirement Committee. Capital City Trust Company acts as
the investment manager for the plan. The investment strategy is to maximize return on investments while minimizing risk.
The Company believes the best way to accomplish this goal is to take a conservative approach to its investment strategy by
investing in high-grade equity and debt securities. The overall expected long-term rate of return on assets is a weighted-
average expectation for the return on plan assets. The Company considers historical performance data and economic/financial

data to arrive at expected long-term rates of return for each asset category.

The major categories of assets in the Company’s pension plan as of December 31 are presented in the following table. Assets
are segregated by the level of the valuation inputs within the fair value hierarchy established by ASC Topic 820 utilized to

measure fair value (see Note 18 — Fair Value Measurements).

(Dollars in Thousands) 2014 2013
Level 1:
U.S. Government Treasury............ccevevereerrvereernnns $ — 5 768
EQUILIES. ..cviieeieviieeieieeetetee et 23,199 21,564
Mutual Funds .......ccooeeeivinieiniieineeceeeeeeee 75,421 70,993
Cash and Cash Equivalents..........cc.ccccoevvevreerenenennenn 5,626 5,571
Level 2:
U.S. Government AZeNncCy .........cceveveerueeneeenieenueenns 3,926 4,946
Total Fair Value of Plan ASSets...........ccccoevvennn. $ 108,172 $ 103,842

Expected Benefit Payments. As of December 31, expected benefit payments related to the defined benefit pension plan were

as follows:

(Dollars in Thousands) 2014
2015 e $ 8,090
2006 et 8,340
2017 e 8,969
2018 et e 10,213
2009 e 10,867
2020 through 2024 ........c.coeirieieeiieieeieeeeiee e 54,919
TOtAL vt $ 101,398
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Contributions. The following table details the amounts contributed to the pension plan in 2013 and 2014, and the expected
amount to be contributed in 2015.

Expected Range of
Contribution
(Dollars in Thousands) 2013? 2014? 2015
ACtUA]l CONTIDULIONS ...ttt ettt $ 5000 $ 5,000 $5,000 - $10,000
W For 2015, the Company will have the option to make a cash contribution to the plan or utilize pre-funding balances.
()

For the 2012 and 2013 plan years, the Company made the contributions during the 2013 and 2014 calendar years. As of
December 31, 2014, no contributions were made for the 2014 plan year.

Supplemental Executive Retirement Plan

The Company has a Supplemental Executive Retirement Plan (“SERP”) covering selected executive officers. Benefits under
this plan generally are based on the same service and compensation as used for the pension plan, except the benefits are
calculated without regard to the limits set by the Internal Revenue Code on compensation and benefits. The net benefit
payable from the SERP is the difference between this gross benefit and the benefit payable by the pension plan.

The following table details on a consolidated basis the changes in benefit obligation, the funded status of the plan,
components of pension expense, amounts recognized in the Company’s consolidated statements of financial condition, and
major assumptions used to determine these amounts.

(Dollars in Thousands) 2014 2013 2012
Change in Projected Benefit Obligation:

Benefit Obligation at Beginning of Year.........ccccooceiivinienininieeieeeee § 2,379 § 3,492 $ 3,030
INEETEST COST..uiiiiiiiiiiieiiieitettee ettt ettt 104 137 140
Actuarial Loss (GaIN) ....c.eccveeveiieriieiecie ittt eeesreesseesseessesaeens 520 (1,250) 322
Projected Benefit Obligation at End of Year ............ccccocveveieieviinieniiceeene, $ 3,003 $ 2379 $ 3,492

Funded Status of Plan and Accrued Liability Recognized at End of Year:

OthEr LIADIIITIES ..ottt ettt eneeaeeaeseree e e eeenenas $ 3,003 $ 2,379 $ 3,492
Accumulated Benefit Obligation at End of Year.........ccccoovevvevvieieeiiieeencnen, $ 2,982 $ 2,379 $ 3,492
Components of Net Periodic Benefit Costs:

INEEIESE COSE.uvvuinieieiiieieiiietetetetetest ettt ettt s et sa e s s esese e esesensebesenens $ 104 $ 137 $ 140
Amortization of Prior Service Cost.........cevveriieiirrieniienieeeie e 164 187 189
Net Gain AMOTtIZAION. ......ccueeriieieeieriieieeie et rieeeeeie e ee e esesaeseeesseenseennes (661) (237) (369)
Net Periodic Benefit CoSt.......ciiviiiirieiiiiieeicieeetisieeeteeeeve e $ (393) $ 87 $ (40)
Weighted-Average Assumptions Used to Determine Benefit Obligation:

DiISCOUNE RALE ..ottt 4.15% 5.00% 4.25%
Rate of Compensation INCIease .........c.eccveviereieiirienieiieeeeeseee e 3.25% 3.25% 3.75%
Measurement Date ...........ooceeiuiriiiieiieeee s 12/31/14 12/31/13 12/31/12
Weighted-Average Assumptions Used to Determine Benefit Cost:

DISCOUNE RALE ..ottt 5.00% 4.25% 5.00%
Rate of Compensation INCIease .........c.cccvevieiieiinienieieereeeeseeie e 3.25% 3.75% 4.00%
Amortization Amounts from Accumulated Other Comprehensive Income:

Net Actuarial LosS (GaIN).........ccoeverieueeereeieeeeeeee et $ 520 $  (1,250) $ 322
Prior SEIVICE COSt...uviiiiiiieiiieiiieciieetieetee et et e e e e sev e e eeeeteeeveeesbeesseeneneas (164) (187) (189)
NEE GAINL...evieietiieeietietee ettt ettt e ettt be e tesbeseebesseseebeseseesessesessessesenns 660 237 369
Deferred Tax (Benefit) EXPense ........cccoooeiirirenieieieieecee e (392) 463 (194)
Other Comprehensive Loss (Gain), net 0f taX ........cccceevveveveeiereriereereeseeenne, $ 624 $ (737) $ 308
Amounts Recognized in Accumulated Other Comprehensive Income:

Net Actuarial GaAIN..........c.oeeveveuieeeeeeeeeeteeeeee e eseaeneas $ (632) $ (1,812) $ (799)
Prior SEIVICE COSE...ueiuiiiiieitiitiete ettt ettt se et sbe e 7 171 358
Deferred Tax Liability .......cccoeieirieiiieieie et 241 633 170
Accumulated Other Comprehensive Gain, net of taX .........cccceoeveierercnennene $ (384) $ (1,008) $ (271)




The Company expects to recognize approximately $0.4 million of the net actuarial gain and $7,000 of the prior service cost
reflected in accumulated other comprehensive income at December 31, 2014 as a component of net periodic benefit cost
during 2015.

Expected Benefit Payments. As of December 31, expected benefit payments related to the SERP were as follows:

(Dollars in Thousands) 2014
2015 et $ 979
20016 .ttt 522
2017 et 231
2018 e 215
2019 e 230
2020 through 2024 .........ccooveeviieieeieieeie e —
TOtAL. ..o $ 2,177
401(k) Plan

The Company has a 401(k) Plan which enables associates to defer a portion of their salary on a pre-tax basis. The plan covers
substantially all associates of the Company who meet minimum age requirements. The plan is designed to enable participants
to elect to have an amount from 1% to 15% of their compensation withheld in any plan year placed in the 401(k) Plan trust
account. Matching contributions of 50% from the Company are made up to 6% of the participant’s compensation for eligible
associates. During 2014, the Company made matching contributions of $0.5 million. For the years 2013 and 2012, the
Company made matching contributions of $0.4 million for each respective year. The participant may choose to invest their
contributions into twenty-seven investment options available to 401(k) participants, including the Company’s common stock.
A total of 50,000 shares of CCBG common stock have been reserved for issuance. Shares issued to participants have
historically been purchased in the open market.

Other Plans
The Company has a Dividend Reinvestment and Optional Stock Purchase Plan. A total of 250,000 shares have been reserved
for issuance. In recent years, shares for the Dividend Reinvestment and Optional Stock Purchase Plan have been acquired in

the open market and, thus, the Company did not issue any shares under this plan in 2014, 2013 and 2012.

Note 13
EARNINGS PER SHARE

The following table sets forth the computation of basic and diluted earnings per share:

(Dollars and Per Share Data in Thousands) 2014 2013 2012
Numerator:

NEE TICOMIE ...ttt ettt ettt et e s $ 9,260 $ 6,045 $ 108
Denominator:

Denominator for Basic Earnings Per Share Weighted-Average Shares.......... 17,425 17,325 17,205
Effects of Dilutive Securities Stock Compensation Plans ..............cccceeenee. 63 74 15

Denominator for Diluted Earnings Per Share Adjusted Weighted-Average

Shares and AssSumed CONVEISIONS..........eoovveiiiiieeeeeieeeieeeeeeereeeeeeeeeeeieeeens 17,488 17,399 17,220
Basic Earnings Per SHare...........cocooveviviieveviieietceeeereeeeeveee e $ 0.53 $ 0.35 $ 0.01
Diluted Earnings Per Share...........ccovveveivieiiriiieiiiiieieieieeeereee e $ 0.53 $ 0.35 $ 0.01

Stock options for 37,246 shares of common stock related to an award earned in 2004 were not considered in computing
diluted earnings per common share for 2014, 2013, and 2012 because they were anti-dilutive. Stock options for 23,138 shares
of common stock, which related to an award earned in 2003 and expired unexercised in 2014, were not considered in
computing diluted earnings per common share for 2013 and 2012 because they were anti-dilutive.
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Note 14
REGULATORY MATTERS

Regulatory Capital Requirements. The Company (on a consolidated basis) and the Bank are subject to various regulatory
capital requirements administered by the federal banking agencies. Failure to meet minimum capital requirements can initiate
certain mandatory and possible additional discretionary actions by regulators that, if undertaken, could have a direct material
effect on the Company and Bank’s financial statements. Under capital adequacy guidelines and the regulatory framework
for prompt corrective action, the Company and the Bank must meet specific capital guidelines that involve quantitative
measures of their assets, liabilities and certain off-balance sheet items as calculated under regulatory accounting practices.
The capital amounts and classification are also subject to qualitative judgments by the regulators about components, risk
weightings, and other factors. Prompt corrective action provisions are not applicable to bank holding companies.

Quantitative measures established by regulation to ensure capital adequacy require the Company and the Bank to maintain
minimum amounts and ratios (set forth in the following table) of total 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, as of
December 31, 2014 and 2013, that the Company and the Bank meet all capital adequacy requirements to which they are
subject.

As of December 31, 2014, the most recent notification from the Federal Deposit Insurance Corporation categorized the
Bank as well capitalized under the regulatory framework for prompt corrective action. To be categorized as well
capitalized, an institution must maintain minimum total risk-based, Tier 1 risk based and Tier 1 leverage ratios as set forth
in the following tables. There are not conditions or events since the notification that management believes have changed
the Bank’s category. The Company and Bank’s actual capital amounts and ratios as of December 31, 2014 and 2013 are
also presented in the table.

To Be Well-
Capitalized Under
Required Prompt
For Capital Corrective

Actual Adequacy Purposes Action Provisions
(Dollars in Thousands) Amount Ratio Amount Ratio Amount Ratio
2014
Tier I Capital:
COBG et $ 269,503 16.67% $ 64,656 4.00% * *
COB et 261,655 16.24% 64,458 4.00% $ 96,687 6.00%
Total Capital:
COBG .t 287,042 17.76% 129,313 8.00% * *
COB e 279,194 17.33% 128,916 8.00% 161,145 10.00%
Tier I Leverage
COBG ..ttt 269,503 10.99% 98,090 4.00% * *
COB .t 261,655 10.70% 97,834 4.00% 122,293 5.00%
2013
Tier I Capital:
COBG .ttt $ 256,338 16.56% $ 62,058 4.00% * *
COB et 256,554 16.59% 61,992 4.00% $ 92,988 6.00%
Total Capital:
COBG .ttt 277,618 17.94% 124,116 8.00% * *
COB e 275,927 17.85% 123,984 8.00% 154,980 10.00%
Tier I Leverage
COBG ..ottt 256,338 10.46% 98,029 4.00% * *
COB ..t 256,554 10.48% 97,931 4.00% 122,414 5.00%

*  Not applicable to bank holding companies.
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Dividend Restrictions. In the ordinary course of business, the Company is dependent upon dividends from its banking
subsidiary to provide funds for the payment of dividends to shareowners and to provide for other cash requirements. Banking
regulations may limit the amount of dividends that may be paid. Approval by regulatory authorities is required if the effect of
dividends declared would cause the regulatory capital of the Company’s banking subsidiary to fall below specified minimum
levels. Approval is also required if dividends declared exceed the net profits of the banking subsidiary for that year combined
with the retained net profits for proceeding two years. In 2015, the bank subsidiary may declare dividends without regulatory
approval of $5.1 million plus an additional amount equal to net profits of the Company’s subsidiary bank for 2015 up to the
date of any such dividend declaration.

Basel 11l Capital Rules Effective January 1, 2015. In July 2013, the Company’s primary federal regulator, the Federal
Reserve, published final rules (the “Basel III Capital Rules”) establishing a new comprehensive capital framework for U.S.
banking organizations. The rules implement the Basel Committee’s December 2010 framework known as “Basel 111" for
strengthening international capital standards as well as certain provisions of the Dodd-Frank Act. The Basel III Capital Rules
substantially revise the risk-based capital requirements applicable to bank holding companies and depository institutions,
including the Company and the Bank, compared to the current U.S. risk-based capital rules. The Basel III Capital Rules
define the components of capital and address other issues affecting the numerator in banking institutions’ regulatory capital
ratios. The Basel III Capital Rules also address risk weights and other issues affecting the denominator in banking
institutions’ regulatory capital ratios and replace the existing risk-weighting approach, which was derived from the Basel 1
capital accords of the Basel Committee, with a more risk-sensitive approach based, in part, on the standardized approach in
the Basel Committee’s 2004 “Basel II” capital accords. The Basel I1I Capital Rules also implement the requirements of
Section 939A of the Dodd-Frank Act to remove references to credit ratings from the federal banking agencies’ rules. The
Basel III Capital Rules are effective for the Company and the Bank on January 1, 2015 (subject to a phase-in period for
certain provisions).
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Note 15
OTHER COMPREHENSIVE INCOME (LOSS)

FASB Topic ASC 220, “Comprehensive Income” requires that certain transactions and other economic events that bypass
the income statement be displayed as other comprehensive income. Total comprehensive income is reported in the

consolidated statements of comprehensive income and changes in shareowners’ equity.

The following table summarizes the tax effects for each component of other comprehensive income (loss):

Before Tax Net of
Tax (Expense) Tax
(Dollars in Thousands) Amount Benefit Amount
2014
Investment Securities:
Change in net unrealized gain/loss on securities available for sale .................. $ 250 $ (103) S 147
Amortization of losses on securities transferred from available for sale to
held t0 MATUIIEY ....eoveeieeiieiieie ettt eeas 70 27 43
Reclassification adjustment for net gain included in net income.................. 1 — 1
Total INVEeStMENt SECUITLIES ...veevverireiieiieieeieeieee ettt eae e e 321 (130) 191
Benefit Plans:
Reclassification adjustment for amortization of prior service cost ............... 473 (182) 291
Reclassification adjustment for amortization of net 10ss...........ccecceeceeeencne 705 (272) 433
Current year actuarial (10SS) ZaiN .........cceeviirieiieiiee e (22,603) 8,719 (13,884)
Total Benefit PIans ..........ccccieeiiiiiieciiecieee e (21,425) 8,265 (13,160)
Total Other Comprehensive LOSS........c.cevveveuiiereiiieieieeeeeceeeeeeeee e, $ (21,104) § 8,135 $ (12,969)
2013
Investment Securities:
Change in net unrealized gain/loss on securities available for sale .................. $ (1,252) % 483 $ (769)
Unrealized losses on securities transferred from available for sale to
held t0 MALULILY .......eoiiieeieieee et (523) 202 (321)
Amortization of losses on securities transferred from available for sale to
held t0 MALULILY .......ooiiieiieieee et 25 (10) 15
Reclassification adjustment for net gain included in net income.................. 3 (1) 2
Reclassification adjustment for impairment loss realized in net income....... 600 (232) 368
Total INVeStMENnt SECUITLIES ....ccvvevieeriiieiieriierie et et eeeetee e ereeveeeee e neees (1,147) 442 (705)
Benefit Plans:
Reclassification adjustment for amortization of prior service cost ............... 504 (194) 310
Reclassification adjustment for amortization of net 10Ss...........cceecvecvervennene 4,079 (1,574) 2,505
Current year actuarial gain (10SS) ......ccveevveriieriiriieiiesiere e 30,784 (11,875) 18,909
Total Benefit PIans ...........cccoooviiiiiioieie e 35,367 (13,643) 21,724
Total Other Comprehensive INCOME ..........ocvevveeerivieeiiiiieeiieeeeeeeeeieene $ 34,220 $§ (13,201) $§ 21,019
2012
Investment Securities:
Change in net unrealized gain/loss on securities available for sale .................. $ (786)  $ 295 $ (491)
Total INVeStMENt SECUITLIES ....evveveiieiieriierieeie et ete et ere e eeeesreeeeennens (786) 295 (491)
Benefit Plans:
Reclassification adjustment for amortization of prior service cost ............... 548 (211) 337
Reclassification adjustment for amortization of net 10ss...........cceecveeveevennenne 3,021 (1,165) 1,856
Current year actuarial (10SS) ZaiN ........ccceevierieiieiiee e (12,587) 4,855 (7,732)
Total Benefit P1ans ..........ccccveiiiiiiieeiieieee e (9,018) 3,479 (5,539)
Total Other Comprehensive LOSS........ccoveveviiiveuiieieeiieveieeeeetee e $§ (9804 § 3,774 $ (6,030)
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Accumulated other comprehensive loss was comprised of the following components:

Accumulated
Securities Other
Available Retirement  Comprehensive
(Dollars in Thousands) for Sale Plans Loss

Balance as of January 1, 2014 ...............cocoooiviiiiinieiieeeeeee e $ (132) $ (8,408) $ (8,540)
Other comprehensive (loss) income during the period ...........ccccceveeenen. 191 (13,160) (12,969)
Balance as of December 31,2014 .................cocooviiiiiiieeeeeee $ 59 § (21,568) $ (21,509)
Balance as of January 1, 2013 ............c.ocooooiiiiiiiieiieeeeeee et $ 573 $ (30,132) $ (29,559)
Other comprehensive loss during the period............ccoeeveveeviercienienenneneen. (705) 21,724 21,019
Balance as of December 31,2013 .................coooooiiiiiieceeeeee $ (132) $ (8,408) $ (8,540)
Balance as of January 1, 2012..............ococooiiviiiiieieiieecceeeeeeeveen $ 1,064 $ (24,593) $ (23,529)
Other comprehensive income (loss) during the period ...........cccccvvvvennennen. (491) (5,539) (6,030)
Balance as of December 31, 2012..............ccocooooviiiieieeeeeeee $ 573  $ (30,132) $ (29,559)

Note 16
RELATED PARTY TRANSACTIONS

At December 31, 2014 and 2013, certain officers and directors were indebted to the Company’s bank subsidiary in the
aggregate amount of $14.3 million and $18.3 million, respectively. During 2014, $8.4 million in new loans were made and
repayments totaled $12.4 million. In the opinion of management, these loans were made on similar terms as loans to other
individuals of comparable creditworthiness and were all current at year-end.

Deposits from certain directors, executive officers, and their related interests totaled $18.8 million and $24.0 million at
December 31, 2014 and 2013, respectively.

Under a lease agreement expiring in 2024, the Bank leases land from a partnership in which several directors and officers
have an interest. The lease agreement with Smith Interests General Partnership L.L.P. provides for annual lease payments of
approximately $142,000, to be adjusted for inflation in future years.

Note 17
OTHER NONINTEREST EXPENSE

Components of other noninterest expense in excess of 1% of the sum of total interest income and noninterest income, which
are not disclosed separately elsewhere, are presented below for each of the respective years.

(Dollars in Thousands) 2014 2013 2012
L@l FOOS...uiiiiiiiiie ettt ettt 3,187 3,663 4,303
Professional FEES .......oooiviiiiiiiiieeeee ettt 3,732 4,304 4,882
TEIEPRONE ...ttt et 1,903 1,891 1,896
AQVETTISING ...ttt ettt bbb e enean 1,461 1,719 1,815
PrOCESSING SEIVICES ..vviivviieieiieiieieeitestiesieeteetesaesreesseesseesaesseesseesseessesssenseens 6,062 5,396 3,967
INSUTANCE — OtNET.....oiiiiiiiiiiceeeeeee e 2,934 4,144 4,104
POSTAZE ...t ee e ese s 1,147 1,309V 1,595
OBRET .ttt ettt et et e et e saa e e te e e raeeaneas 7,056 7,077 7,841
TOAL...eeecetee et ettt et et e e aeeeareas $ 27,482 $ 29,503 $ 30,403
(1)

Amount less than 1% for the current year but was greater than 1% for prior year(s).

Note 18
COMMITMENTS AND CONTINGENCIES

Lending Commitments. The Company is a party to financial instruments with off-balance sheet risks in the normal course of

business to meet the financing needs of its clients. These financial instruments consist of commitments to extend credit and
standby letters of credit.
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The Company’s maximum exposure to credit loss under standby letters of credit and commitments to extend credit is
represented by the contractual amount of those instruments. The Company uses the same credit policies in establishing
commitments and issuing letters of credit as it does for on-balance sheet instruments. As of December 31, the amounts
associated with the Company’s off-balance sheet obligations were as follows:

2014 2013
(Dollars in Thousands) Fixed Variable Total Fixed Variable Total
Commitments to Extend Credit" .............. $ 33,633 $278438 $312,071 $ 36,927 $234342  $271,269
Standby Letters of Credit...........ceeuveueennen. 8,307 — 8,307 10,979 — 10,979
Total....ccoveiiieeieeeieee e, $ 41940 $278438 $320,378 $§ 47,906 $234342 $282248

W Commitments include unfunded loans, revolving lines of credit, and other unused commitments.

Commitments to extend credit are agreements to lend to a client so long as there is no violation of any condition established
in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of
a fee. Since many of the commitments are expected to expire without being drawn upon, the total commitment amounts do
not necessarily represent future cash requirements.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a client to a
third party. The credit risk involved in issuing letters of credit is essentially the same as that involved in extending loan
facilities. In general, management does not anticipate any material losses as a result of participating in these types of
transactions. However, any potential losses arising from such transactions are reserved for in the same manner as
management reserves for its other credit facilities.

For both on- and off-balance sheet financial instruments, the Company requires collateral to support such instruments when
it is deemed necessary. The Company evaluates each client’s creditworthiness on a case-by-case basis. The amount of
collateral obtained upon extension of credit is based on management’s credit evaluation of the counterparty. Collateral held
varies, but may include deposits held in financial institutions; U.S. Treasury securities; other marketable securities; real
estate; accounts receivable; property, plant and equipment; and inventory.

Other Commitments. In the normal course of business, the Company enters into lease commitments which are classified as
operating leases. Rent expense incurred under these leases was approximately $0.5 million in 2014, $0.7 million in 2013, and
$0.6 million in 2012. Minimum lease payments under these leases due in each of the five years subsequent to December 31,
2014, are as follows (dollars in millions): 2015, $0.5; 2016, $0.5; 2017, $0.4; 2018, $0.4, thereafter, $3.2.

Contingencies. The Company is a party to lawsuits and claims arising out of the normal course of business. In management’s
opinion, there are no known pending claims or litigation, the outcome of which would, individually or in the aggregate, have
a material effect on the consolidated results of operations, financial position, or cash flows of the Company.

Indemnification Obligation. The Company is a member of the Visa U.S.A. network. Visa U.S.A believes that its member
banks are required to indemnify it for potential future settlement of certain litigation (the “Covered Litigation”) that relates to
several antitrust lawsuits challenging the practices of Visa and MasterCard International. In 2008, the Company, as a member
of the Visa U.S.A. network, obtained Class B shares of Visa, Inc. upon its initial public offering. Since its initial public
offering, Visa, Inc. has funded a litigation reserve for the Covered Litigation resulting in a reduction in the Class B shares
held by the Company. During the first quarter of 2011, the Company sold its remaining Class B shares resulting in a $3.2
million pre-tax gain. Associated with this sale, the Company entered into a swap contract with the purchaser of the shares that
requires a payment to the counterparty in the event that Visa, Inc. makes subsequent revisions to the conversion ratio for its
Class B shares. Further information on the swap contract is contained within Note 19 below.

In December 2013, a settlement agreement was approved by the court in resolution of the aforementioned Covered Litigation
matter. Visa’s share of the settlement is to be paid from the litigation reserve account which was further funded during the
third quarter of 2014 resulting in a payment of § 161,000 to the counterparty. Fixed charges included in the liability are
payable quarterly until the litigation reserve is fully liquidated and at which time the aforementioned swap contract will be
terminated. Quarterly payments during 2014 totaled $212,000. Conversion ratio payments and ongoing fixed quarterly
charges are reflected in earnings in the period incurred.
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Note 19
FAIR VALUE MEASUREMENTS

The fair value of an asset or liability is the price that would be received to sell that asset or paid to transfer that liability in an
orderly transaction occurring in the principal market (or most advantageous market in the absence of a principal market) for
such asset or liability. In estimating fair value, the Company utilizes valuation techniques that are consistent with the market
approach, the income approach and/or the cost approach. Such valuation techniques are consistently applied. Inputs to
valuation techniques include the assumptions that market participants would use in pricing an asset or liability. ASC

Topic 820 establishes a fair value hierarchy for valuation inputs that gives the highest priority to quoted prices in active
markets for identical assets or liabilities and the lowest priority to unobservable inputs. The fair value hierarchy is as follows:

e Level I Inputs - Unadjusted quoted prices in active markets for identical assets or liabilities that the reporting entity
has the ability to access at the measurement date.

e Level 2 Inputs - Inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly. These might include quoted prices for similar assets or liabilities in active markets,
quoted prices for identical or similar assets or liabilities in markets that are not active, inputs other than quoted
prices that are observable for the asset or liability (such as interest rates, volatilities, prepayment speeds, credit risks,
etc.) or inputs that are derived principally from, or corroborated, by market data by correlation or other means.

e Level 3 Inputs - Unobservable inputs for determining the fair values of assets or liabilities that reflect an entity’s
own assumptions about the assumptions that market participants would use in pricing the assets or liabilities.

Assets and Liabilities Measured at Fair Value on a Recurring Basis

Securities Available for Sale. U.S. Treasury securities and certain U.S. Government Agency securities are reported at fair value
utilizing Level 1 inputs. Other securities classified as available for sale are reported at fair value utilizing Level 2 inputs. 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, credit information and the bond’s terms and conditions, among other things.

In general, the Company does not purchase securities that have a complicated structure. The Company’s entire portfolio
consists of traditional investments, nearly all of which are U.S. Treasury obligations, federal agency bullet or mortgage pass-
through securities, or general obligation or revenue based municipal bonds. Pricing for such instruments is easily obtained.
From time to time, the Company will validate, on a sample basis, prices supplied by the independent pricing service by
comparison to prices obtained from third-party sources or derived using internal models.

Fair Value Swap. The Company entered into a stand-alone derivative contract with the purchaser of its Visa Class B shares.
The valuation represents the amount due and payable to the counterparty based upon the revised share conversion rate, if any,

during the period.

A summary of fair values for assets and liabilities recorded at fair value at December 31 consisted of the following:

Level 1 Level 2 Level 3 Total Fair
(Dollars in Thousands) Inputs Inputs Inputs Value
2014
Securities Available for Sale:
U.S. Government TIEaASULY.........cocveverirreeerisrereeriereseeresseseesenens $ 186,031 $ — $ — $ 186,031
U.S. Government AZENCY ......cceeerueerriieriueeriiienieenieeneeenieeeneeens — 96,097 — 96,097
States and Political SubdiviSIONnS.........ccccuvvvviiiiiiiiiiiiieeeeeeeiienes — 48,388 — 48,388
Mortgage-Backed SECUTItIEs ......ccueevvreeeriiriieriieieeeeeseeeeeae — 2,287 — 2,287
EqQUIty SECUITHES ....eviviiieiieiieiieie ettt — 8,745 — 8,745
2013
Securities Available for Sale:
U.S. Government TIEASUIY..........cevveveerereeriireeeeresrereereeseeeereneneas $ 71,833 $ — $ — $ 71,833
U.S. Government AZENCY .......cocveevueeriieeniieniienieenieenneeireeneees — 75,146 — 75,146
State and Political SubdiviSions ...........c.cccoeevveeeeiivieeieieeeeeieeeenns — 91,753 — 91,753
Mortgage-Backed SECUTItIEs ......cceevvreverieriieiieieeieeee e — 2,795 — 2,795
EqUity SECUTILIES ...veeveeveiieeiiesie ettt — 9,893 — 9,893



Assets Measured at Fair Value on a Non-Recurring Basis

Certain assets are measured at fair value on a non-recurring basis (i.e., the assets are not measured at fair value on an ongoing
basis but are subject to fair value adjustments in certain circumstances). An example would be assets exhibiting evidence of
impairment. The following is a description of valuation methodologies used for assets measured on a non-recurring basis.

Impaired Loans. Impairment for collateral dependent loans is measured using the fair value of the collateral less selling costs.
The fair value of collateral is determined by an independent valuation or professional appraisal in conformance with banking
regulations. Collateral values are estimated using Level 3 inputs due to the volatility in the real estate market, and the
judgment and estimation involved in the real estate appraisal process. Impaired loans are reviewed and evaluated on at least a
quarterly basis for additional impairment and adjusted accordingly. Valuation techniques are consistent with those techniques
applied in prior periods. Impaired collateral dependent loans had a carrying value of $13.6 million with a valuation allowance
of $2.0 million at December 31, 2014 and $31.5 million and $3.1 million, respectively, at December 31, 2013.

Loans Held for Sale. These loans are carried at the lower of cost or fair value and are adjusted to fair value on a non-recurring
basis. Fair value is based on observable markets rates for comparable loan products, which is considered a Level 2 fair value
measurement.

Other Real Estate Owned. During 2014 and 2013, certain foreclosed assets, upon initial recognition, were measured and
reported at fair value through a charge-off to the allowance for loan losses based on the fair value of the foreclosed asset less
estimated cost to sell. The fair value of the foreclosed asset is determined by an independent valuation or professional
appraisal in conformance with banking regulations. On an ongoing basis, we obtain updated appraisals on foreclosed assets
and realize valuation adjustments as necessary. The fair value of foreclosed assets is estimated using Level 3 inputs due to the
judgment and estimation involved in the real estate valuation process.

Assets and Liabilities Disclosed at Fair Value

The Company is required to disclose the estimated fair value of financial instruments, both assets and liabilities, for which it
is practical to estimate fair value and the following is a description of valuation methodologies used for those assets and
liabilities.

Cash and Short-Term Investments. The carrying amount of cash and short-term investments is used to approximate fair value,
given the short time frame to maturity and as such assets do not present unanticipated credit concerns.

Securities Held to Maturity. Securities held to maturity are valued in accordance with the methodology previously noted in
the caption “Assets and Liabilities Measured at Fair Value on a Recurring Basis — Securities Available for Sale”.

Loans. The loan portfolio is segregated into categories and the fair value of each loan category is calculated using present
value techniques based upon projected cash flows and estimated discount rates that reflect the credit, interest rate, and
liquidity risks inherent in each loan category. The calculated present values are then reduced by an allocation of the
allowance for loan losses against each respective loan category.

Deposits. The fair value of Noninterest Bearing Deposits, NOW Accounts, Money Market Accounts and Savings Accounts
are the amounts payable on demand at the reporting date. The fair value of fixed maturity certificates of deposit is estimated

using present value techniques and rates currently offered for deposits of similar remaining maturities.

Subordinated Notes Payable. The fair value of each note is calculated using present value techniques, based upon projected
cash flows and estimated discount rates as well as rates being offered for similar obligations.

Short-Term and Long-Term Borrowings. The fair value of each note is calculated using present value techniques, based upon
projected cash flows and estimated discount rates as well as rates being offered for similar debt.
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A summary of estimated fair values of significant financial instruments at December 31 consisted of the following:

2014

Carrying Level 1 Level 2 Level 3
(Dollars in Thousands) Value Inputs Inputs Inputs
ASSETS:
CaSN e e e $ 55467 $ 55,467 $ — $ —
Short-Term INVeStmMents ..........cccccoeeveeeeiveeeeireeeeeeeeeeereeeenns 329,589 329,589 — —
Investment Securities, Available for Sale..........c...cccuveeene... 341,548 186,031 155,517 —
Investment Securities, Held to Maturity ...........ccoceevveeeneee. 163,581 76,317 87,095 —
Loans Held for Sale ...........ooooviiiiiiiiee e 10,688 — 10,688
Loans, Net of Allowance for Loan LoSS€S..........cccceeevvuveeenns 1,413,835 — — 1,369,314
LIABILITIES:
DIEPOSIES ..ottt ettt eseteae st eaeserean e $2,146,794 $ — $2,146,510 $ —
Short-Term BOrrowings...........cceevevveecveeieneerieesieeveseenieennens 49,425 — 48,760 —
Subordinated Notes Payable...........ccecveeveeienienieieeieeieenn 62,887 — 62,887 —
Long-Term BOIrrowings ...........cccveevveiereeneeneeiesieseeeieeee e 31,097 — 32,313 —

2013

Carrying Level 1 Level 2 Level 3
(Dollars in Thousands) Value Inputs Inputs Inputs
ASSETS:
CaSN e e $ 55209 $ 55,209 $ — $ —
Short-Term INVEStMENTS ........ooeviivieiiiiieeiieieeieeee e 474,719 474,719 — —
Investment Securities, Available for Sale..........ccccuvveeiinnnns 251,420 71,833 179,587 —
Investment Securities, Held to Maturity ...........ccccceeveeeennne. 148,211 43,579 103,382 —
Loans Held for Sale ......ocvoviiiiiiiieiee e 11,065 — 11,065
Loans, Net of Allowance for Loan LoSS€S..........cccceevvvuveeenns 1,365,509 — 1,265,827
LIABILITIES:
DIEPOSIES ..ottt ettt es e eae st teanna $2,136,248 $ — $2,136,737 $ —
Short-Term BOrrowings...........ccocveeveeceeeienieneesieeieseeseeeeens 51,321 — 50,754 —
Subordinated Notes Payable...........cccccvevierienienieeeieeieenn 62,887 — 62,886 —
Long-Term BOIrrowings ...........cccveevveeereeneeneniesee e 38,043 — 39,450 —

All non-financial instruments are excluded from the above table. The disclosures also do not include certain intangible assets
such as client relationships, deposit base intangibles and goodwill. Accordingly, the aggregate fair value amounts presented
do not represent the underlying value of the Company.
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Note 20
PARENT COMPANY FINANCIAL INFORMATION

The following are condensed statements of financial condition of the parent company at December 31:

Parent Company Statements of Financial Condition

(Dollars in Thousands, Except Per Share Data) 2014 2013
ASSETS
Cash and Due From Subsidiary BanK .............c.ccceeieveuiirieuiieeereieeeieeeeeeseeees et ssevees e seaes $ 11,741 $ 6,209
Investment in Subsidiary Bank ............ccocooiiiiiiiiii e 329,632 337,809
(013515 QA NI £SO 2,906 3,347
TTOEAL ASSSEES ettt e e et e e et e et et e e e e e e e et eer e et e eae s e et e st e nen e e e $ 344279 $ 347365
LIABILITIES
Subordinated NOES PAYADIE ..........cocviviieieeieicictieicietceceeet ettt $ 62,887 $ 62,887
(011015 BT 1031 Vs 1P RPRRRPRR 8,852 8,078
TOtA] LIADIIITIES ...ttt e e e et e e e e e e e s e e e eeeeesennasaeeeeeessanraseeeeeannns 71,739 70,965
SHAREOWNERS’ EQUITY
Preferred Stock, $.01 par value, 3,000,000 shares authorized; no shares issued and outstanding
Common Stock, $.01 par value; 90,000,000 shares authorized; 17,447,223 and 17,360,960

shares issued and outstanding at December 31, 2014 and December 31, 2013, respectively .. 174 174
Additional Paid-In Capital.........c.ccccoviiriiiiiiiiiiieciee e 42,569 41,152
REtained Earnings........cccvveiieiieieriieieeie e sie ettt ettt teeteesseessesssessaesseesseessesssesssesseenseenns 251,306 243,614
Accumulated Other Comprehensive Loss, Net 0f Tax .....ccoocveviiicienienieeeieceeee e (21,509) (8,540)
Total ShareOWNErS” EQUILY ...cc.eeoviiiiiieiieiiieit ettt ettt e e besae s teesaeeseesseesaeessenseenns 272,540 276,400
Total Liabilities and Shareowners” EQUILY........c..ccivviieierieriieriieieeieseeseereereseeseeseeesseesessnenes $ 344,279 $ 347,365
The operating results of the parent company for the three years ended December 31 are shown below:
Parent Company Statements of Operations
(Dollars in Thousands) 2014 2013 2012
OPERATING INCOME
Income Received from Subsidiary Bank:
OVETHEAA FEES ...ttt ettt ae s $ 4,468 $ 4,417 $ 4,536
DiAVIAENAS ... 6,000 — —
Other INCOME ......eeeiieiiiecie ettt et e e b e et e etaeeanee s 138 208 130
Total Operating INCOME ........cc.eeverrieriieiieieeie ettt seeeeeens 10,606 4,625 4,666
OPERATING EXPENSE
Salaries and AsSociate Benefits ....ccc.uvvvviiiiiiiiiiiiiiiiieeeeeee e 3,156 3,130 2,059
Interest on Subordinated Notes Payable ............coccoviiiiiiiiiinieeeee 1,328 1,419 1,477
Professional FEES .......uuvuiiiiiiiiieeee e 1,024 1,491 1,781
AQVETTISIE ..ottt ettt ettt et 141 142 140
Legal FEES ...t 243 245 332
OLRET ettt ettt sttt e ettt 624 1,117 478
Total Operating EXPEnSe ......c..cooverieriiiniiiieiienienieee st 6,516 7,544 6,267
Earnings (Loss) Before Income Taxes and Equity in Undistributed

Earnings of Subsidiary Bank...........c.coocooiiiiiiiiiiineeeeeee e 4,090 (2,919) (1,601)
Income Tax Benefit .......c.cccuiviiiiieiiieiiciicieceeceee et (433) (1,036) (10)
Earnings (Loss) Before Equity in Undistributed Earnings of

Subsidiary Bank ...........cccocieriiiiiiiieiieneee e 4,523 (1,883) (1,591)
Equity in Undistributed Earnings of Subsidiary Bank............ccccecevveriininnncnns 4,737 7,928 1,699
INEE TNCOIME ..ttt ettt e eae e e eee et e saeeeanens $ 9,260 $ 6,045 $ 108
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The cash flows for the parent company for the three years ended December 31 were as follows:

Parent Company Statements of Cash Flows

(Dollars in Thousands) 2014 2013 2012
CASH FLOWS FROM OPERATING ACTIVITIES:
NEEINCOIME ...ttt ettt ettt esre e s teeeaeeaeeanes $ 9,260 $ 6,045 $ 108
Adjustments to Reconcile Net Income to Net Cash Provided By (Used In)

Operating Activities:
Equity in Undistributed Earnings of Subsidiary Bank.............ccccceeininnnin. (4,737) (7,928) (1,699)
StOCK COMPENSALION ......evvevierieeiieereeeieete et ereeereeereseeesteebeesseersesreesreesseenseenns 1,349 1,296 262
Decrease (Increase) in Other ASSELS ......covvevvieiiiieieeriieie e, 387 339 (491)
Increase (Decrease) in Other Liabilities........cccoveeviiiiiiiiienienieieeieeie e 532 (1,755) 2,005
Net Cash Provided By (Used In) Operating ACtiVities .........cccceerereeveeeeennne 6,791 (2,003) 185
CASH FROM FINANCING ACTIVITIES:
Dividends Paid..........cccveviieciieiiiieiiee et (1,568) — —
Issuance of Common Stock Under Compensation Plans............cccceevenennen. 578 1,151 607
Payments to Repurchase Common StocK ...........cccoeeeivierieciieiinienieieeieens (269) — —
Net Cash (Used In) Provided By in Financing Activities ..........c.cceevveeverrrennen. (1,259) 1,151 607
Net Increase (Decrease) in Cash.........cccuevieeiieeiiiieiienecee e 5,532 (852) 792
Cash at Beginning of Year.........cccovcviviirieiieiieiecieceee et 6,209 7,061 6,269
Cash at BN OF YEAT .....ccuiioiiiiiieieeeeeeee ettt $ 11,741 $ 6,209 $ 7,061
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
None.

Item 94.  Controls and Procedures

Evaluation of Disclosure Controls and Procedures. As of December 31, 2014, the end of the period covered by this Annual
Report on Form 10-K, our management, including our Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities Exchange Act of
1934). Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer each concluded that as of
December 31, 2014, the end of the period covered by this Annual Report on Form 10-K, we maintained effective disclosure
controls and procedures.

Management’s Report on Internal Control Over Financial Reporting. Our management is responsible for establishing and
maintaining effective internal control over financial reporting. Internal control over financial reporting is a process designed
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with U.S. generally accepted accounting principles.

Under the supervision and with the participation of management, including the Chief Executive Officer and Chief Financial
Officer, we conducted an evaluation of the effectiveness of internal control over financial reporting based on the framework
in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission in 1992. Based on this evaluation under the framework in Internal Control - Integrated Framework, our
management has concluded we maintained effective internal control over financial reporting, as such term is defined in
Securities Exchange Act of 1934 Rule 13a-15(f), as of December 31, 2014.

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting objectives
because of its inherent limitations. Internal control over financial reporting is a process that involves human diligence and
compliance and is subject to lapses in judgment and breakdowns resulting from human failures. Internal control over
financial reporting can also be circumvented by collusion or improper management override. Because of such limitations,
there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control over
financial reporting. However, these inherent limitations are known features of the financial reporting process. Therefore, it is
possible to design into the process safeguards to reduce, though not eliminate, this risk.
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Management is also responsible for the preparation and fair presentation of the consolidated financial statements and other
financial information contained in this report. The accompanying consolidated financial statements were prepared in
conformity with U.S. generally accepted accounting principles and include, as necessary, best estimates and judgments by
management.

Ernst & Young LLP, an independent registered certified public accounting firm, has audited our consolidated financial
statements as of and for the year ended December 31, 2014, and opined as to the effectiveness of internal control over
financial reporting as of December 31, 2014, as stated in its attestation report, which is included herein on page 103.
Change in Internal Control. Our management, including the Chief Executive Officer and Chief Financial Officer, has
reviewed our internal control. There have been no significant changes in our internal control during our most recently
completed fiscal quarter that materially affected, or is likely to materially affect our internal control over financial reporting.

Item 9B.  Other Information

None.
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Ernst & Young LLP Tel: +1 813 225 4800
One Tampa City Center Fax: +1 813 225 4711
Suite 2400 ey.com

E,lf!, g E ;q :Igﬁflif'r 201 North Franklin Street
Wi g Woric Tampa, Florida 33602

Report of Independent Registered Certified Public Accounting Firm

The Board of Directors and Shareowners of
Capital City Bank Group, Inc.

We have audited Capital City Bank Group, Inc.’s internal control over financial reporting as of December 31, 2014, based on
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (2013 framework) (the COSO criteria). Capital City Bank Group, Inc.’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 is to express an opinion on the company’s internal control over financial reporting based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether effective
internal 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 a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk, and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (1) pertain to the maintenance of records that, in reasonable 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 statements in 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 reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Capital City Bank Group, Inc. maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2014, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States),
the 2014 consolidated financial statements of Capital City Bank Group, Inc. and our report dated March 6, 2015 expressed an

unqualified opinion thereon.
éﬂmﬂt . MLLP

Tampa, Florida
March 6, 2015
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Part II1
Item 10.  Directors, Executive Officers, and Corporate Governance

Incorporated herein by reference to the subsection entitled “Codes of Conduct and Ethics” under the section entitled
“Corporate Governance,” “Proposal No. 1 - Nominees for Election as Directors,” “Continuing Directors and Executive
Officers,” “Share Ownership” and the subsection entitled “Committees of the Board” under the section “Board and
Committee Membership” in the Registrant’s Proxy Statement relating to its Annual Meeting of Shareowners to be held April
28,2015.

Item 11.  Executive Compensation

Incorporated herein by reference to the sections entitled “Compensation Discussion and Analysis,” “Compensation
Committee Report,” “Compensation Committee Interlocks and Insider Participation,” and “Executive Compensation” in the
Registrant’s Proxy Statement relating to its Annual Meeting of Shareowners to be held April 28, 2015.

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

The 2011 Associate Incentive Plan, 2011 Associate Stock Purchase Plan, and 2011 Director Stock Purchase Plan were

approved by the Registrant’s shareowners. The following table provides certain information regarding the Registrant’s equity
compensation plans.

Number of Weighted- Number of securities
securities to be average remaining available for
issued upon exercise price future issuance under
exercise of of outstanding equity compensation
outstanding options, plans (excluding
options, warrants warrants and securities reflected in
Plan Category and rights rights column (a))
(a) (b) (©)
Equity Compensation Plans Approved by
Securities Holders 37,246V § 32.69 1,279,457

Equity Compensation Plans Not Approved by
Securities Holders — — —
Total 37,246 $ 32.69 1,279,457
@ Includes 37,246 shares that may be issued upon exercise of outstanding options under the terminated 2005 Associate
Incentive Plan.

@ Consists of 774,393 shares available for issuance under our 2011 Associate Incentive Plan, 418,320 shares available

for issuance under our 2011 Associate Stock Purchase Plan, and 86,744 shares available for issuance under our 2011
Director Stock Purchase Plan. Of these plans, the only plan under which options may be granted in the future is our
2011 Associate Incentive Plan.

The other information required by Item 12 of Form 10-K is incorporated by reference from the information contained in the
section captioned “Share Ownership” in the Registrant’s Proxy Statement relating to its Annual Meeting of Shareowners to
be held April 28, 2015.

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

Incorporated herein by reference to the subsections entitled “Procedures for Review, Approval, or Ratification of Related
Person Transactions” and “Transactions With Related Persons” under the section entitled “Executive Officers and
Transactions with Related Persons” and the subsection entitled “Independent Directors” under the section entitled “Corporate
Governance” in the Registrant’s Proxy Statement relating to its Annual Meeting of Shareowners to be held April 28, 2015.

Item 14.  Principal Accountant Fees and Services

Incorporated herein by reference to the section entitled “Audit Fees and Related Matters” in the Registrant’s Proxy Statement
relating to its Annual Meeting of Shareowners to be held April 28, 2015.
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PART IV

Item 15.

Exhibits and Financial Statement Schedules

The following documents are filed as part of this report

1.

Financial Statements

Report of Independent Registered Certified Public Accounting Firm

Consolidated Statements of Financial Condition at the End of Fiscal Years 2014 and 2013
Consolidated Statements of Operations for Fiscal Years 2014, 2013, and 2012

Consolidated Statements of Comprehensive Income for Fiscal Years 2014, 2013, and 2012
Consolidated Statements of Changes in Shareowners’ Equity for Fiscal Years 2014, 2013, and 2012
Consolidated Statements of Cash Flows for Fiscal Years 2014, 2013, and 2012

Notes to Consolidated Financial Statements

Financial Statement Schedules

Other schedules and exhibits are omitted because the required information either is not applicable or is shown in
the financial statements or the notes thereto.

Exhibits Required to be Filed by Item 601 of Regulation S-K

Reg. S-K

Exhibit

Table

Item No. Description of Exhibit

3.1 Amended and Restated Articles of Incorporation - incorporated herein by reference to Exhibit 3 of the
Registrant’s 1996 Proxy Statement (filed 4/11/96) (No. 0-13358).

3.2 Amended and Restated Bylaws - incorporated herein by reference to Exhibit 3.2 of the Registrant’s
Form 8-K (filed 11/30/07) (No. 0-13358).

4.1 See Exhibits 3.1, and 3.2 for provisions of Amended and Restated Articles of Incorporation and
Amended and Restated Bylaws, which define the rights of the Registrant’s sharcowners.

4.2 Capital City Bank Group, Inc. 2011 Director Stock Purchase Plan - incorporated herein by reference
to Exhibit 10.2 of the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

43 Capital City Bank Group, Inc. 2011 Associate Stock Purchase Plan - incorporated herein by reference
to Exhibit 10.1 of the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

4.4 Capital City Bank Group, Inc. 2011 Associate Incentive Plan - incorporated herein by reference to
Exhibit 10.3 of the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

4.5 In accordance with Regulation S-K, Item 601(b)(4)(iii)(A) certain instruments defining the rights of
holders of long-term debt of Capital City Bank Group, Inc. not exceeding 10% of the total assets of
Capital City Bank Group, Inc. and its consolidated subsidiaries have been omitted; the Registrant
agrees to furnish a copy of any such instruments to the Commission upon request.

10.1 Capital City Bank Group, Inc. 1996 Dividend Reinvestment and Optional Stock Purchase Plan -
incorporated herein by reference to Exhibit 10 of the Registrant’s Form S-3 (filed 01/30/97) (No. 333-
20683).

10.2 Capital City Bank Group, Inc. Supplemental Executive Retirement Plan - incorporated herein by

reference to Exhibit 10(d) of the Registrant’s Form 10-K (filed 3/27/03) (No. 0-13358).
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Reg. S-K

Exhibit

Table

Item No. Description of Exhibit

10.3 Capital City Bank Group, Inc. 401(k) Profit Sharing Plan — incorporated herein by reference to Exhibit
4.3 of Registrant’s Form S-8 (filed 09/30/97) (No. 333-36693).

10.5 2006 Stock Option Agreement by and between Capital City Bank Group, Inc. and William G. Smith,

Jr., dated March 23, 2006 — incorporated herein by reference to Exhibit 10.1 of the Registrant’s Form
8-K (filed 3/29/06) (No. 0-13358).

10.6 Form of Participant Agreement for Long-Term Incentive Plan.**
11 Statement re Computation of Per Share Earnings.*
14 Capital City Bank Group, Inc. Code of Ethics for the Chief Financial Officer and Senior Financial

Officers - incorporated herein by reference to Exhibit 14 of the Registrant’s Form 8-K (filed 3/11/05)
(No. 0-13358).

21 Capital City Bank Group, Inc. Subsidiaries, as of December 31, 2014.**

23.1 Consent of Independent Registered Certified Public Accounting Firm.**

31.1 Certification of CEO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act
of 2002.**

31.2 Certification of CFO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act
0f 2002.%*

32.1 Certification of CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002.%*

322 Certification of CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.**

101.INS  XBRL Instance Document**

101.SCH XBRL Taxonomy Extension Schema Document**

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document**
101.LAB XBRL Taxonomy Extension Label Linkbase Document**
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document**
101.DEF XBRL Taxonomy Extension Definition Linkbase Document**

* Information required to be presented in Exhibit 11 is provided in Note 13 to the consolidated financial statements under
Part I, Item 8 of this Form 10-K in accordance with the provisions of U.S. generally accepted accounting principles.

**  Filed electronically 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 on March 6, 2015, on its behalf by the undersigned, thereunto duly authorized.

CAPITAL CITY BANK GROUP, INC.

/s/ William G. Smith, Jr.

William G. Smith, Jr.

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed on March 6, 2015 by the
following persons in the capacities indicated.

/s/ William G. Smith, Jr.

William G. Smith, Jr.

Chairman, President and Chief Executive Officer
(Principal Executive Officer)

/s/ J. Kimbrough Davis

J. Kimbrough Davis

Executive Vice President and Chief Financial Officer
(Principal Financial and Accounting Officer)
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Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused
this report to be signed on March 6, 2015, on its behalf by the undersigned, thereunto duly authorized.

Directors:

/s/ DuBose Ausley /s/ J. Everitt Drew
DuBose Ausley J. Everitt Drew

/s/ Thomas A. Barron /s/ John K. Humphress
Thomas A. Barron John K. Humphress
/s/ Allan G. Bense /s/ Lina S. Knox
Allan G. Bense Lina S. Knox

/s/ Frederick Carroll, 111 /s/ Henry Lewis 111
Frederick Carroll, 111 Henry Lewis 111

/s/ Cader B. Cox, III /s/ William G. Smith, Jr.
Cader B. Cox, III William G. Smith, Jr.
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Reg. S-K
Exhibit
Table
Item No.

Exhibit Index

Description of Exhibit

3.1

3.2

4.1

4.2

43

4.4

4.5

10.1

10.2

10.3

10.5

10.6

11

14

21

23.1

31.1

31.2

Amended and Restated Articles of Incorporation - incorporated herein by reference to Exhibit 3 of the
Registrant’s 1996 Proxy Statement (filed 4/11/96) (No. 0-13358).

Amended and Restated Bylaws - incorporated herein by reference to Exhibit 3.2 of the Registrant’s Form 8-K
(filed 11/30/07) (No. 0-13358).

See Exhibits 3.1, and 3.2 for provisions of Amended and Restated Articles of Incorporation and Amended and
Restated Bylaws, which define the rights of the Registrant’s shareowners.

Capital City Bank Group, Inc. 2011 Director Stock Purchase Plan - incorporated herein by reference to Exhibit
10.2 of the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

Capital City Bank Group, Inc. 2011 Associate Stock Purchase Plan - incorporated herein by reference to Exhibit
10.1 of the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

Capital City Bank Group, Inc. 2011 Associate Incentive Plan - incorporated herein by reference to Exhibit 10.3 of
the Registrant’s Form 8-K (filed 5/2/11) (No. 0-13358).

In accordance with Regulation S-K, Item 601(b)(4)(iii)(A) certain instruments defining the rights of holders of
long-term debt of Capital City Bank Group, Inc. not exceeding 10% of the total assets of Capital City Bank
Group, Inc. and its consolidated subsidiaries have been omitted; the Registrant agrees to furnish a copy of any
such instruments to the Commission upon request.

Capital City Bank Group, Inc. 1996 Dividend Reinvestment and Optional Stock Purchase Plan - incorporated
herein by reference to Exhibit 10 of the Registrant’s Form S-3 (filed 01/30/97) (No. 333-20683).

Capital City Bank Group, Inc. Supplemental Executive Retirement Plan - incorporated herein by reference to
Exhibit 10(d) of the Registrant’s Form 10-K (filed 3/27/03) (No. 0-13358).

Capital City Bank Group, Inc. 401(k) Profit Sharing Plan — incorporated herein by reference to Exhibit 4.3 of
Registrant’s Form S-8 (filed 09/30/97) (No. 333-36693).

2006 Stock Option Agreement by and between Capital City Bank Group, Inc. and William G. Smith, Jr., dated
March 23, 2006 — incorporated herein by reference to Exhibit 10.1 of the Registrant’s Form 8-K (filed 3/29/06)
(No. 0-13358).

Form of Participant Agreement for Long-Term Incentive Plan.**

Statement re Computation of Per Share Earnings.*

Capital City Bank Group, Inc. Code of Ethics for the Chief Financial Officer and Senior Financial Officers -
incorporated herein by reference to Exhibit 14 of the Registrant’s Form 8-K (filed 3/11/05) (No. 0-13358).

Capital City Bank Group, Inc. Subsidiaries, as of December 31, 2014.**
Consent of Independent Registered Certified Public Accounting Firm.**
Certification of CEO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act of 2002.**

Certification of CFO pursuant to Securities and Exchange Act Section 302 of the Sarbanes-Oxley Act of 2002.**
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Reg. S-K

Exhibit

Table

Item No. Description of Exhibit

32.1 Certification of CEO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.**

32.2 Certification of CFO pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002.%*

101.INS XBRL Instance Document**

101.SCH XBRL Taxonomy Extension Schema Document**

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document**
101.LAB XBRL Taxonomy Extension Label Linkbase Document™**
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document**
101.DEF XBRL Taxonomy Extension Definition Linkbase Document™®*

* Information required to be presented in Exhibit 11 is provided in Note 13 to the consolidated financial statements

under Part II, Item 8 of this Form 10-K in accordance with the provisions of U.S. generally accepted accounting
principles.

*oE Filed electronically herewith.
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Exhibit 31.1

Certification of CEO Pursuant to Securities Exchange Act
Rule 13a-14(a) / 15d-14(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, William G. Smith, Jr., certify that:

1. I have reviewed this annual report on Form 10-K of Capital City Bank Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 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 others within those entities, particularly during the period in
which this 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 purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ William G. Smith, Jr.
William G. Smith, Jr.

Chairman, President and
Chief Executive Officer

Date: March 6, 2015



Exhibit 31.2

Certification of CFO Pursuant to Securities Exchange Act
Rule 13a-14(a) / 15d-14(a) as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, J. Kimbrough Davis, certify that:

1. I have reviewed this annual report on Form 10-K of Capital City Bank Group, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were made,
not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the
periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) 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 others within those entities, particularly during the period in
which this 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 purposes in accordance with generally accepted
accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period
covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process,
summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ J. Kimbrough Davis

J. Kimbrough Davis
Executive Vice President and
Chief Financial Officer

Date: March 6, 2015



Exhibit 32.1

Certification of CEO Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the
undersigned certifies that (1) this Annual Report of Capital City Bank Group, Inc. (the “Company”) on Form 10-K for the
year ended December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (this “Report”),
fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended, and (2) the
information contained in this Report fairly presents, in all material respects, the financial condition of the Company and its
results of operations as of and for the periods covered therein.

/s/ William G. Smith, Jr.
William G. Smith, Jr.

Chairman, President and
Chief Executive Officer

Date: March 6, 2015



Exhibit 32.2

Certification of CFO Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906
of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, the
undersigned certifies that (1) this Annual Report of Capital City Bank Group, Inc. (the “Company”) on Form 10-K for the
year ended December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (this “Report”),
fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended, and (2) the
information contained in this Report fairly presents, in all material respects, the financial condition of the Company and its
results of operations as of and for the periods covered therein.

/s/ J. Kimbrough Davis

J. Kimbrough Davis
Executive Vice President and
Chief Financial Officer

Date: March 6, 2015
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