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B: Annual Report of Holding Companies—FR Y-6,

Report at the close of business as of the end of fiscal year

This Report is required by law: Section 5(c)(1)(A) of the Bank
Holding Company Act (12 U.S.C. § 1844 (c)(1)(A)); Section 8(a)
of the International Banking Act (12 U.S.C. § 3106(a)); Sections
11(a)(1), 25 and 25A of the Federal Reserve Act (12 U.S.C.
§§ 248(a)(1), 602, and 611a); Section 211.13(c) of Regulation K
(12 C.F.R. § 211.13(c)); and Section 225.5(b) of Regulation Y (12
C.F.R. § 225.5(b)) and section 10(c)(2)(H) of the Home Owners'
Loan Act. Return to the appropriate Federal Reserve Bank the
original and the number of copies specified.

This report form is to be filed by all top-tier bank holding compa-
nies and top-tier savings and loan holding companies organized
under U.S. law, and by any foreign banking organization that
does not meet the requirements of and is not treated as a qualify-
ing foreign banking organization under Section 211.23 of
Regulation K (12 C.F.R. § 211.23). (See page one of the general
instructions for more detail of who must file.) The Federal
Reserve may not conduct or sponsor, and an organization (or a
person) is not required to respond to, an information collection
unless it displays a currently valid OMB control number.

NOTE: The Annual Report of Holding Companies must be signed
by one director of the top-tier holding company. This individual
should also be a senior official of the top-tier holding company. In
the event that the top-tier holding company does not have an
individual who is a senior official and is also a director, the chair-
man of the board must sign the report.

I, Frank Morris
Name of the Holding Company Director and Official

Chairman of the Board

Title of the Holding Company Director and Official
attest that the Annual Report of Holding Companies (including
the supporting attachments) for this report date has been pre-
pared in conformance with the instructions issued by the Federal
Reserve System and are true and correct to the best of my
knowledge and belief.

With respect to information regarding individuals contained in this
report, the Reporter certifies that it has the authority to provide this
information to the Federal Reserve. The Reporter also certifies
that it has the authority, on behalf of each individual, to consent or
object to public release of information regarding that individual.
The Federal Reserve may assume, in the absence of a request for
confidential treatment submitted in accordance with the Board's
"Rules Regarding Availability of Information," 12 C.F.R. Part 261,
that the Reporter and individual consent to public release of all

details in Wncarnmg that individual.

Signatx}ﬁ of HBIding Cf)mpany Director and Official

D221l

Date of Signature

For holding companies not registered with the SEC-
Indicate status of Annual Report to Shareholders:

[ is included with the FR Y-6 report

[ will be sent under separate cover

is not prepared

For Federal Reserve Bank Use Only

rssoip [ 3 QAAY 3

C.l

Date of Report (top-tier holding company's fiscal year-end):
December 31, 2015

Month / Day / Year

N/A
Reporter's Legal Entity Identifier (LEI) (20-Character LEI Code)

Reporter's Name, Street, and Mailing Address
Red River Bancorp, Inc.
Legal Title of Holding Company

P.O. Box 10

(Mailing Address of the Holding Company) Street / P.O. Box

Gainesville ™ 76241-0010
City State Zip Code

801 E. California St. Gainesville, TX 76240

Physical Location (if different from mailing address)

Person to whom questions about this report should be directed:
Brian McCain CFO
Name Title
940-668-4306

Area Code / Phone Number / Extension
940-668-4339

Area Code / FAX Number
Brian.McCain@f-s-b.com

E-mail Address

www.f-s-b.com

Address (URL) for the Holding Company's web page

Does the reporter request confidential treatment for any portion of this
submission?

D Yes Please identify the report items to which this request applies:

In accordance with the instructions on pages GEN-2
and 3, a letter justifying the request is being provided.

D The information for which confidential treatment is sought
is being submitted separately labeled "Confidential."

No

Public reporting burden for this information collection is estimated to vary from 1.3 to 101 hours per response, with an average of 5.25 hours per response, including time to gather and
maintain data in the required form and to review instructions and complete the information collection. Send comments regarding this burden estimate or any other aspect of this collection of
information, including suggestions for reducing this burden to: Secretary, Board of Govemors of the Federal Reserve System, 20th and C Streets, NW, Washington, DC 20551, and to the

Office of Management and Budget, Paperwork Reduction Project (7100-0297), Washington, DC 20503.
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Report Item 2a

RED RIVER BANCORP, INC.
Gainesville, Texas
Incorporated in Texas

100%

FIRST STATE BANK
Gainesville, Texas
Incorporated in Texas

100%

FIRST STATE BANK
INSURANCE AGENCY, INC.
Gainesville, Texas
Incorporated in Texas

No entity has a LEI
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Form FRY-6
Red River Bancorp, Inc.
Gainesville, Texas
Fiscal Year Ending December 31, 2015

Report Item 3: Securities Holders
Current Securities Holders with ownership, control or holdings of §% or more with power to vote as of fiscal year end
(1)(a) (1)(b) (1)c)

Number and Percentage

Country of Citizenship of Each Class of Voting

Name & Address (City, State, Country) or Incorporation Securities

Note 1 172106
Jacob Bezner Dallas, TX United States 4,000 2.32%
Johnann Bezner Trust A
Jacob Bezner, Trustee Dallas, TX United States 7,000 4.07%
Lambert Bezner Trust
Jacob Bezner, Trustee Dallas, TX United States 7,000 4.07%

18,000 10.46%

Johnann S Bezner Gainesville, TX United States 100 0.06%
Ben Turbeville Exemption Trust
Ben Turbeville, Trustee Gainesville, TX United States 4,641 2.70%
The Ben Turbeville Family Trust
Ben Turbeville, Trustee Gainesville, TX United States 4,410 2.56%
See Note 6 9,051 5.26%
Tim and Mary Turbeville Family Trust
Tim Turbeville, Trustee Gainesville, TX United States 2,131 1.24%
Tim Turbeville ESOP shares - Non Voting Excluded from total United States 1,116.31 0.65%
See Note 6
Brenda Louise Spaeth Clark Lindsay, TX United States 515 0.30%
See Note 5
David H Spaeth Lindsay, TX United States 5,426 3.15%
David H Spaeth Lindsay, TX
Separate Property United States 500 0.29%
See Note 5 5,926 3.44%
George W Spaeth Gainesville, TX United States 500 0.29%
See Note 5
Patricia A Henry Era, TX United States 4,968 2.89%
See Note 5
John David Spaeth Muenster, TX United States 500 0.29%
See Note 5
Marie Felderhoff Spaeth Gainesville, TX United States 540 0.31%
See Note 5
Lisa A Slingerland Yukon, OK United States 505 0.29%
See Note 5
Amie Felderhoff-Schoendorf Ponder, TX United States 4,176 2.43%
See Note 5
Tim Felderhoff and Ramona Felderhoff Muenster, TX United States 925 0.54%
See Note 5
Alice Ruth Guffee Frisco, TX United States 20,501 11.91%
J Lynn Guffee and Alice Ruth Guffee Frisco, TX United States 760 0.44%
J Lynn Guffee Frisco, TX United States 324 0.19%

Page 1 of 2
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21,585 12.54%
Georganna Guffee Saunders Allen, TX United States 364 0.21%
Georganna Saunders heritage Trust Georganna
Guffee Saunders, Trustee Allen, TX United States 2,750 1.60%
3,114 1.81%
Regina Ruth Bowling Heritage Trust
FSB Trust Department, Trustee Gainesville, TX United States 2,750 1.60%
The Morris Family Trust Co-
Trustees Frank E Morris and Janet Morris Gainesville, TX United States 20,584 11.96%
20,584 11.96%
Frank E Morris ESOP shares - Non Voting Excluded from total 2,361.21
Merideth Lindsey Morris Gainesville, TX United States 74 0.04%
Merideth L Mcleod Heritage Trust Merideth L
Mcleod, Trustee Gainesville, TX United States 3,250 1.89%
Ava Mae Mcleod Gainesville, TX United States 25 0.01%
See Note 3 3,349 1.95%
Ryan C Morris Gainesville, TX United States 644 0.37%
Ryan C Morris Heritage Trust Ryan C
Morris, Trustee Gainesville, TX United States 3,250 1.89%
Meg Elizabeth Morris Gainesville, TX United States 25 0.01%
Bay Elizabeth Morris Gainesville, TX United States 25 0.01%
Cole Penn Morris Gainesville, TX United States 25 0.01%
See Note 4 3,969 2.31%
Ryan C Morris ESOP shares - Non Voting Excluded from total 214.43
Employee Stock Ownership Plan 17,083 9.93%
Trustees
Tim Turbeville Gainesville, TX United States
Ryan C Morris Gainesville, TX United States
Susan Howe Gainesville, TX United States
See Note 2
Notes

1. Common Stock is the only class issued for RRBI.

2. Vioting rights with respect to Qualifying Employer Securities will be passed through to Participants for Significant Corporate Events. Participants will be
allowed to direct the voting rights of Qualifying Employer Securities for Significant Corporate Events only. The Trustee will have the voting rights for all
other matters.

3. Includes 25 shares held by minor child

4. Includes 75 shares held by minor children

5. The listed shareholders make up the "Felderhoff" family totaling 10.78% ownership when combined

6. Ben Turbeville is trustee and owner of the The Ben Turbeville Exemption Trust and Ben Turbeville Family Trust for a combined total ownership of
5.26%. Tim Turbeville is the owner and trustee of the Tim and Mary Turbeville Family Trust with an ownership percentage of 1.24%. The combined
ownership of the Turbeville family is 6.50%.

Securities Holders not listed in 3(1)(a) through (3)(1)(c) that had ownership, control or holdings of 5% or more with power to vote
during the fiscal year ending 12-31-2015

(2)(a) (2)(b) (2)(c)

Number and Percentage
Country of Citizenship of Each Class of Voting
Name & Address (City, State, Country) or Incorporation Securities

N/A

Page 2 of 2
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RED RIVER BANCORP, INC.
AND SUBSIDIARIES

Consolidated Financial Statements
and Additional Information

December 31, 2015 and 2014

(With Independent Auditor’s Report Thereon)




PAYNE & SMITH, LLC

Certified Public Accountants

Independent Auditor’s Report

The Board of Directors
Red River Bancorp, Inc. and Subsidiaries

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Red River Bancorp, Inc. and Subsidiaries (Company),
which comprise the consolidated balance sheets as of December 31, 2015 and 2014, and the related consolidated statements of
income, comprehensive income, changes in stockholders’ equity and cash flows for the years then ended and the related notes to
the consolidated financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based upon our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards issued by the Comptroller General of the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the consolidated financial statements in order to design audit procedures
that are appropriate in the circumstances. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation
of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position

of Red River Bancorp, Inc. and Subsidiaries as of December 31, 2015 and 2014, and the results of their operations and their cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States of America.

/?%zafcsz&%o&f/

March 22, 2016

5952 Royal Lane « Suite 158 » Dallas, TX 75230 « 214 / 363-9927 « Fax 214 / 363-9980




RED RIVER BANCORP, INC. AND SUBSIDIARIES

ASSETS

Cash and cash equivalents

Interest bearing deposits in other banks
Securities available for sale

Loans held for sale

Loans held for investment

Bank premises and equipment
Intangible assets

Goodwill

Cash surrender value of life insurance
Other real estate owned

Other assets

Consolidated Balance Sheets
December 31, 2015 and 2014

(In Thousands)

LIABILITIES AND STOCKHOLDERS' EQUITY

Deposits:
Noninterest bearing

Interest bearing
Total deposits
Other borrowings
Other liabilities
Commitments and contingencies

Stockholders' equity:

Common stock, $1 par value, 2,000,000 shares

authorized. 200,000 shares issued, and 172,106 shares

outstanding at December 31, 2015 and 2014

Paid-in capital
Retained earnings

Accumulated other comprehensive loss

Treasury stock, at cost

Total stockholders' equity

2015 2014

$ 40,435 111,189
250 500

431,587 420,828

5,261 2,020

451,967 397,067

22,800 18,633

1,310 1,556

12,883 12,883

11,420 11,141

709 723

11.807 12261

$ 990,429 988,801
$ 289,816 299,496
593.786 577.759

883,602 877,255

23,010 33,010

9,518 8,273

2,000 2,000

18,987 18,987

64,044 56,817
(7.940) (4.749)

77,091 73,055
(2.792) (2.792)

74.299 70263

$ 990,429 988,801

See accompanying notes to consolidated financial statements.
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RED RIVER BANCORP, INC. AND SUBSIDIARIES

Consolidated Statements of Income

For the Years Ended December 31, 2015 and 2014

(In Thousands)
2015 2014
Interest income:
Interest and fees on loans $ 23,682 15,883
Interest on securities
Taxable 5,750 5,874
Nontaxable 2,918 2,638
Other 319 307
Total interest income 32,669 24.702
Interest expense:
Interest on deposit accounts 1,633 1,339
Other 1.448 711
Total interest expense 3,081 2.050
Net interest income 29,588 22,652
Provision for loan losses 770 585
Net interest income after provision 28.818 22,067
Noninterest income:
Service charges and fees 2,732 2,459
Trust fees 406 391
Net gain on sales of securities available for sale 837 284
Gain on sales of loans 2,240 1,631
Other 3.124 2.763
Total noninterest income 9.339 7.528
Noninterest expense:
Salaries and employee benefits 16,079 13,089
Occupancy of bank premises 3,307 2,833
Legal and professional fees 741 545
Public relations 641 600
FDIC insurance assessment 486 390
Other 6.816 5.070
Total noninterest expense 28.070 22527
Net income $ 10,087 7,068

See accompanying notes to consolidated financial statements.
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RED RIVER BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income

For the Years Ended December 31, 2015 and 2014

(In Thousands)
2015 2014
Net income $ 10,087 $ 7,068
Other comprehensive (loss) income:
Change in net unrealized gain during the period on securities
available for sale (1,532) 5,844
Reclassification adjustment for net gains on sales of securities
available for sale included in net income (837) (284)
Net unrealized (loss) gain on securities available for sale (2,369) 5,560
Change in minimum pension liability (822) (2.110)
Other comprehensive (loss) income, net of tax (3.191) 3.450
Total comprehensive income $ 6,896 $ 10,518

See accompanying notes to consolidated financial statements.
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RED RIVER BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Stockholders' Equity

For the Years Ended December 31, 2015 and 2014

(In Thousands)
Accumulated
Other
Common Paid-in Retained Comprehensive Treasury
Stock Capital Eamings Loss Stock Total
Balance January 1, 2014 $ 2,000 $ 6,430 $ 52,440 $ (8,199) $ (5,915) $ 46,756
Net income - - 7,068 - - 7,068
Other comprehensive income - - - 3,450 - 3,450
Sale of treasury stock - 12,557 - - 3,123 15,680
Dividends - - (2.691) - - (2.691)
Balance December 31, 2014 2,000 18,987 56,817 (4,749) (2,792) 70,263
Net income - - 10,087 - - 10,087
Other comprehensive loss - - - (3,191) - (3,191)
Dividends - - (2.860) - - (2.860)
Balance December 31, 2015 $ 2,000 $ 18987 § 64,044 § (7,940) $ (2,792) $ 74,299

See accompanying notes to consolidated financial statements.
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RED RIVER BANCORP, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2015 and 2014

(In Thousands)
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Cash flows from operating activities:
Net income $ 10,087 $ 7,068
Adjustments to reconcile net income to net

cash provided by operating activities:

Depreciation 1,419 1,278
Amortization 5,740 3,852
Provision for loan losses 770 585
Gain on sales of loans held for sale (2,240) (1,631)
Net gain on sales of securities available for sale (837) (284)
Net gain on sales of bank premises and equipment ) -
Net gain on sales of other real estate owned 3) (87)
Mortgage loans originated for sale (68,519) (46,864)
Proceeds from sales of mortgage loans 67,518 49,736
Net increase in cash surrender value of life insurance 279) (284)
Decrease (increase) in other assets 299 (2,662)
Increase (decrease) in other liabilities 437 (3.366)
Net cash provided by operating activities 14,387 7.341
Cash flows from investing activities:
Purchases of securities available for sale (376,429) (376,108)
Proceeds from sales, maturities and principal
reductions of securities available for sale 358,799 299,756
Decrease in certificates of deposit in other banks 250 -
Net originations of loans (55,670) (18,260)
Net additions to bank premises and equipment (5,586) (1,163)
Proceeds from sales of bank premises and equipment 5 -
Proceeds from sales of other real estate owned 3 671
Net cash received in acquisition - 8.475
Net cash used in investing activities (78.628) (86.629)

Cash flows from financing activities:

Net increase in demand deposits, NOW and

savings accounts 19,686 100,299
Net decrease in certificates of deposit (13,339) (590)
Net (decrease) increase in other borrowings (10,000) 17,000
Proceeds from sale of treasury stock - 15,680
Cash dividends paid (2.860) (2.741)
Net cash (used in) provided by financing activities (6.513) 129.648
Net (decrease) increase in cash and cash equivalents (70,754) 50,360
Cash and cash equivalents at beginning of year 111,189 60,829
Cash and cash equivalents at end of year $ 40,435 $ 111,189

See accompanying notes to consolidated financial statements.
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RED RIVER BANCORP, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements

December 31, 2015 and 2014

1. Organization and Summary of Significant Accounting Policies

The following is a summary of the significant accounting policies used by Red River BanCorp, Inc. and Subsidiaries in the
preparation of its consolidated financial statements. The accounting policies conform to generally accepted accounting principles
and practices generally followed within the banking industry. A description of the more significant of these policies follows.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of Red River Bancorp, Inc. (Red River) and its wholly
owned subsidiaries, First State Bank (FSB) and, for the period November 6, 2014 to January 31, 2015, North Texas Bank, N.A.
(North Texas) (collectively referred to as the Company). All significant inter-company transactions and balances have been
eliminated in consolidation.

As more fully explained in Note 2, the Company acquired Chisolm Bancshares, Inc. (Chisolm) and its wholly owned subsidiary,
North Texas, for a purchase price of approximately $25,700,000 on November 5, 2014. At the date of acquisition, Chisolm was
merged into Red River, and North Texas became a wholly owned subsidiary of Red River. The operating results of North Texas
for the period from November 6, 2014 to December 31, 2014 have been included in the accompanying consolidated statement
of income during 2014.

Effective January 30, 2015, North Texas was merged with and into FSB. Accordingly, the operating results of North Texas for
the period January 1, 2015 to January 30, 2015 have been included in FSB’s operating results for the year ended December 31,
2015 in the accompanying consolidating statement of income and comprehensive income (see Additional Information) in a
manner similar to a pooling of interests.

Nature of Operations

The Company is principally engaged in traditional community banking activities provided through its banking offices in Cooke,
Denton, Wise and Montague counties, Texas. Community banking activities include the Company’s commercial and retail
lending, deposit gathering and investment, and liquidity management activities. The Company also leases excess office space
not used by the Bank.

Use of Estimates

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

Material estimates that are particularly susceptible to significant change in the near-term relate to the determination of the
allowance for loan losses, valuation of other real estate owned, and the pension liability. While management uses available
information to recognize losses on loans and other real estate owned, future provisions may be necessary based on changes in
local economic conditions. In addition, banking regulators, as an integral part of their examination process, periodically review
the Company’s allowance for loan and other real estate losses. They may require the Company to record additional provisions
for losses based on their judgment about information available to them at the time of their examination.

A significant portion of the Company’s loans are secured by real estate and related assets located in local markets. Accordingly,
the ultimate collectibility of this portion of the Company’s loan portfolio is susceptible to changes in local market conditions.

Cash and Cash Equivalents

For the purposes of reporting cash flows, cash and cash equivalents include cash on hand, amounts due from banks, other short-
term investments and federal funds sold. All highly liquid investments with an initial maturity of less than ninety days are
considered to be cash equivalents.

Interest Bearing Deposits in Other Banks

Interest bearing deposits in other banks are carried at cost and generally mature within one year of purchase.




RED RIVER BANCORP, INC. AND SUBSIDIARIES

Securities

Certain debt securities that management has the positive intent and ability to hold to maturity are classified as held to maturity
and recorded at amortized cost. Trading securities are recorded at fair value with changes in fair value included in earnings.
Securities not classified as held to maturity or trading, including equity securities with readily determinable fair values, are
classified as available for sale and recorded at fair value, with unrealized gains and losses excluded from earnings and reported
in other comprehensive income.

Purchase premiums and discounts are recognized in interest income using the interest method over the terms of the securities.
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 determining whether other-than-temporary impairment exists,
management considers many factors, including (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. Gains and losses on
the sale of securities are recorded on the trade date and are determined using the specific identification method.

Loans Held for Sale

The Company originates mortgage loans both for sale and for investment purposes. The designation of mortgage loans is made
by management at the time of origination. Mortgage loans designated as held for sale are stated at the lower of aggregate cost,
net of discounts or premium, or estimated fair market value. Market value is based on the contract prices at which the mortgage
loans will be sold or, if the loans are not committed for sale, the current market price. Net unrealized losses, if any, are recognized
in a valuation allowance by charges to income.

Gain or loss on the sale of mortgage loans held for sale is generally determined by the difference between the carrying amounts
of the related loans sold and the net proceeds thereof. Since the Company does not retain servicing on the sold loans, proceeds
from loans typically include a service release premium.

Loans

The Company grants commercial, real estate, agricultural, and consumer loans to customers. The ability of the Company’s
debtors to honor their contracts is dependent upon the real estate and general economic conditions in this area.

Loans that management has the intent and ability to hold for the foreseeable future or until maturity or pay-off are generally
reported at their outstanding unpaid principal balances adjusted for charge offs, the allowance for loan losses, and any deferred
fees or costs on originated loans. Interest income is accrued on the unpaid principal balance. Fees associated with originating
loans to the extent they exceed the direct loan origination costs are generally deferred and recognized over the life of the loan as
an adjustment of yield.

Loans are considered past due if the required principal and interest payments have not been received as of the date such payments
were due. Loans are placed on nonaccrual status when, in management’s opinion, the borrower may be unable to meet payment
obligations as they become due, as well as when required by regulatory provisions. In determining whether or not a borrower
may be unable to meet payment obligations for each class of loans, the Company considers the borrower’s debt service capacity
through the analysis of current financial information, if available, and/or current information with regards to the Company’s
collateral position. Regulatory provisions typically require the placement of a loan on nonaccrual status if (i) principal or interest
has been in default for a period of 90 days or more unless the loan is both well secured and in the process of collection or (ii) full
payment of principal and interest is not expected. Loans may be placed on nonaccrual status regardless of whether or not such
loans are considered past due. When interest accrual is discontinued, all unpaid accrued interest is reversed against interest
income. Interest on nonaccrual loans is accounted for on the cash basis or cost recovery method until qualifying for return to
accrual status. A loan may be returned to accrual status when all the principal and interest amounts contractually due are brought
current and future principal and interest amounts contractually due are reasonably assured, which is typically evidenced by a
sustained period (at least six months) of repayment performance by the borrower.




RED RIVER BANCORP, INC. AND SUBSIDIARIES

Impaired Loans

Loans are considered impaired when, based on current information and events, it is probable the Company will be unable to
collect all amounts due in accordance with the original contractual terms of the loan agreement, including scheduled principal
and interest payments. The Company does not consider smaller balance loans of similar nature (loans less than $100,000) in its
impairment testing on an individual loan basis. If a loan greater than $100,000 is impaired, a specific valuation allowance is
allocated, if necessary, so that the loan is reported net, at the present value of estimated future cash flows using the loan’s existing
rate or at the fair value of collateral if repayment is expected solely from the collateral. Large groups of smaller balance
homogeneous loans are collectively evaluated for impairment based on historical loss experience, current economic conditions,
and performance trends.

Interest payments on impaired loans are typically applied to the principal amount unless collectibility of the principal amount is
reasonably assured, in which case interest is recognized on a cash basis. Impaired loans, or portions thereof, are charged off
when deemed uncollectible.

Troubled Debt Restructured (TDR) Loans

A TDR loan is a loan which the Company, for reasons related to a borrower’s financial difficulties, grants a concession to the
borrower that the Company would not otherwise consider. The loan terms, which have been modified or restructured due to a
borrower’s financial difficulty, include, but are not limited to, a reduction in the stated interest rate; an extension of the maturity
at an interest rate below current market; a reduction in the face amount of the debt; a reduction in the accrued interest; or re-
aging, extensions, deferrals, renewals, and rewrites. A TDR loan would generally be considered impaired in the year of
modification and will be assessed periodically for further impairment.

Allowance for L.oan Losses

The allowance for loan losses is established through a provision for loan losses charged to expense, which represents
management's best estimate of probable losses that have been incurred within the existing portfolio of loans. The allowance,
in the judgment of management, is necessary to provide for estimated loan losses inherent in the loan portfolio. The allowance
for possible loan losses includes allowance allocations calculated in accordance with ASC Topic 310, Receivables and allowance
allocations calculated in accordance with ASC Topic 450, Contingencies. The level of the allowance reflects management's
continuing evaluation of industry concentrations, specific credit risks, loan loss experience, current loan portfolio quality,
present economic, political and regulatory conditions, and unidentified losses inherent in the current loan portfolio, as well as
trends in the foregoing. Portions of the allowance may be allocated for specific credits; however, the entire allowance is available
for any credit that, in management's judgment, should be charged off. While management utilizes its best judgment and information
available, the ultimate adequacy of the allowance is dependent upon a variety of factors beyond the Company's control, including
the performance of the Company's loan portfolio, the economy, changes in interest rates, and the view of the regulatory
authorities toward loan classifications.

The allowance consists of specific and general allocations. The specific allocation relates to loans that are impaired. For such
loans, an allowance is established when the discounted cash flows (or collateral value or observable market price) of the impaired
loan is lower than the carrying value of that loan. The general allocation is calculated using loss rates delineated by risk rating
and product type. Factors considered when assessing loss rates include the value of the underlying collateral, the industry of the
obligor, the obligor’s liquidity, and other financial and qualitative factors. These statistical models are updated regularly for
changes in economic and business conditions. Included in the analysis of these loan portfolios are reserves, which are maintained
to cover uncertainties that affect the Company’s estimate of probable losses including economic uncertainty and large single
defaults.

Off-Balance Sheet Credit Related Financial Instruments

In the ordinary course of business, the Company has entered into commitments to extend credit, including commercial letters of
credit and standby letters of credit. Such financial instruments are recorded when they are funded.

Bank Premises and Equipment

Land is carried at cost. Premises, furniture and equipment, and leasehold improvements are carried at cost, less accumulated
depreciation and amortization computed principally by the straight-line method over the estimated useful lives of the related
property
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Foreclosed Assets

Assets acquired through, or in lieu of, loan foreclosure are held for sale and are initially recorded at fair value less cost to sell at
the date of foreclosure, 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. Revenue and expenses from
operations and changes in the valuation allowance are included in net expenses from foreclosed assets.

Intangible Assets

Intangible assets are acquired assets that lack physical substance but can be distinguished from goodwill because of contractual or
other legal rights or because the asset is capable of being sold or exchanged either on its own or in combination with a related
contract, asset, or liability. The Company’s intangible assets relate to core deposits. Intangible assets with definite useful lives are
amortized over their estimated life.

Goodwill

Goodwill represents the excess of the cost of businesses acquired over the fair value of the net assets acquired. Goodwill is
assigned to reporting units and 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.

Income Taxes
The Company files a consolidated Federal income tax return.

The Company with the consent of its stockholders has elected to be an S corporation under the Internal Revenue Code. In licu
of corporate income taxes, the stockholders of an S corporation are taxed on their proportionate share of the Company’s taxable
income. Following this election the Company will generally report no Federal income tax expense or benefit in its financial
statements. Because the Company’s stockholders are obligated to pay Federal income taxes on the earnings of the Company,
the Company expects to declare cash dividends sufficient to fund stockholders’ tax payments as they become due in the future.

Accounting principles generally accepted in the United States of America require Company management to evaluate tax positions
taken by the Company. Management evaluated the Company’s tax positions and concluded that the Company had maintained
its S corporation status and had taken no uncertain tax positions that require recognition or disclosure in the consolidated financial
statements. Therefore, no liability for tax penalties has been included in the consolidated financial statements. With few
exceptions, the Company is no longer subject to income tax examinations by the U.S. federal, state, or local tax authorities for
years before 2012.

Advertising

Advertising consists of the Company’s advertising in its local market area. Advertising is expensed as incurred. Advertising
expense was approximately $692,000 and $524,000 for the years ended December 31, 2015 and 2014, respectively.

Fair Values of Financial Instruments

ASC Topic 820, Fair Value Measurements and Disclosures, defines fair value, establishes a framework for measuring fair value in
generally accepted accounting principles, and requires certain disclosures about fair value measurements. In general, fair values
of financial instruments are based upon quoted market prices, where available. If such quoted market prices are not available, fair
value is based upon internally developed models that primarily use, as inputs, observable market-based parameters. Valuation
adjustments may be made to ensure that financial instruments are recorded at fair value. These adjustments may include amounts
to reflect counterparty credit quality and the Company’s creditworthiness, among other things, as well as unobservable parameters.
Any such valuation adjustments are applied consistently over time.

Trust Fee Income

Trust fee income is recognized generally on the cash basis in accordance with customary banking practice. This method of
income recognition is not materially different from the result of using the accrual basis.
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Stock Compensation Plans

Compensation expense for stock options is based on the fair value of the award on the measurement date, which, for the Company,
is the date of the grant and is recognized ratably over the service period of the award. The fair value of stock options is estimated
using the Black-Scholes option-pricing model. The fair value on non-vested stock awards is generally the market price of the
Company’s stock on the date of grant.

Pension Plan

ASC Topic 105, Employers’ Accounting for Defined Benefit Pension and other Postretirement Plans, requires an employer to
recognize all transactions and events affecting the overfunded or underfunded status of a defined benefit postretirement plan in
comprehensive income in the year in which they occur. See also Note 12.

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.

Treasury Stock

Treasury stock is recorded at cost. At December 31, 2015 and 2014, the Company had 27,894 shares held in treasury. Proceeds
from the sale of the 31,200 shares of treasury stock during 2014 were primarily used to partially fund the acquisition of Chisolm.

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when control over the assets has been surrendered. Control over transferred
assets is deemed to be surrendered when (i) the assets have been isolated from the Company, (ii) the transferee obtains the right (free
of conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred assets, and (iii) the
Company does not maintain effective control over the transferred assets through an agreement to repurchase them before their
maturity.

Comprehensive Income (1.oss)

Comprehensive income (loss) includes both net income and other comprehensive income (loss), which includes the change in
unrealized gains and losses on securities available for sale and changes in the minimum pension liability.

Subsequent Events

The Company has evaluated events and transactions for potential recognition or disclosure through March 22, 2016, the date the
financial statements were available to be issued.

Reclassification

Certain amounts previously reported have been reclassified to conform to the current format.
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2. Acquisition

On November 5, 2014, the Company acquired Chisolm Bancshares, Inc. (Chisolm) and its wholly owned subsidiary, North
Texas Bank, N.A. (North Texas) for the purchase price of approximately $25,700,000. At the time of acquisition, Chisolm was
merged into Red River, and North Texas became a wholly owned subsidiary of Red River. The transaction has been accounted
for in accordance with ASC Topic 805, Business Combinations.

A summary of the fair value of assets purchased and liabilities assumed by the Company is as follows (in thousands):

ASSETS:
Interest bearing deposits in other banks $ 250
Investment securities available for sale 8,526
Loans 109,979
Bank premises and equipment 3,466
Other real estate owned 355
Other assets 771
123,353
LIABILITIES:
Deposits 141,671
Other liabilities 820
142,491
Net liabilities assumed over the fair value of tangible
assets (except cash and cash equivalents) acquired 19138
Net cash received:
Cash and cash equivalents acquired in purchase 34,175
Cash paid for stock of Chisolm (25.700)
Net cash received 8475
Liabilities assumed net of cash received over the fair value
of tangible assets acquired $ 10,663

The liabilities assumed net of cash received over the fair value of tangible assets acquired was initially recorded as a core deposit
intangible asset of approximately $1,086,000 and goodwill of approximately $9,577,000.
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3. Recent Accounting Pronouncements

In January 2015, the FASB issued Accounting Standards Update 2015-1, Income Statement-Extraordinary and Unusual Items
(Subtopic 225-20): Simplifying Income Statement Presentation by Eliminating the Concept of Extraordinary Items. The update
eliminates from GAAP the concept of extraordinary items. Although the amendments will eliminate the requirements for
companies to consider whether an underlying event or transaction is extraordinary, the presentation and disclosure guidance for
items that are unusual in nature or occur infrequently will be retained and will be expanded to include items that are both unusual
in nature and infrequently occurring. The amendments in this Update are effective for fiscal years, and interim periods within
those fiscal years, beginning after December 15, 2015. Early adoption is permitted provided that the guidance is applied from
the beginning of the fiscal year of adoption. This statement is not expected to have a material impact on the Company’s
consolidated financial statements.

In February 2015, the FASB issued Accounting Standards Update 2015-2, Consolidation (Topic 810): Amendments to the
Consolidation Analysis. The update implements changes to both the variable interest consolidation model and the voting interest
consolidation model. ASU 2015-02 (i) eliminates certain criteria that must be met when determining when fees paid to a decision
maker or service provider do not represent a variable interest, (ii) amends the criteria for determining whether a limited
partnership is a variable interest entity, and (iii) eliminates the presumption that a general partner controls a limited partnership
in the voting model. The amendments in this Update are effective for fiscal years beginning after December 15, 2016, and for
interim periods within fiscal years beginning after December 15, 2017. Early adoption is permitted. This statement is not
expected to have a material impact on the Company’s consolidated financial statements.

In April 2015, the FASB issued Accounting Standards Update 2015-3, Interest-Imputation of Interest (Subtopic 835-30):
Simplifying the Presentation of Debt Issuance Costs. The amendments in this Update require that debt issuance costs related to
a recognized debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that debt liability,
consistent with debt discounts. The amendments in this Update are effective for financial statements issued for fiscal years
beginning after December 15, 2015, and interim periods within fiscal years beginning after December 15, 2016. Early adoption
is permitted for financial statements that have not been previously issued. This statement is not expected to have a material
impact on the Company’s consolidated financial statements.

In April 2015, the FASB issued Accounting Standards Update 2015-4, Compensation-Retirement Benefits (Topic 715): Practical
Expedient for the Measurement Date of an Employer’s Defined Benefit Obligation and Plan Assets. For an entity with a fiscal
year-end that does not coincide with a month-end, the amendments in this Update provide a practical expedient that permits the
entity to measure defined benefit plan assets and obligations using the month-end that is closest to the entity’s fiscal year-end
and apply that practical expedient consistently from year to year. The amendments in this Update are effective for financial
statements issued for fiscal years beginning after December 15, 2016, and interim periods within fiscal years beginning after
December 15, 2017. Earlier application is permitted. This statement is not expected to have a material impact on the Company’s
consolidated financial statements.

In April 2015, the FASB issued Accounting Standards Update 2015-5, Intangibles-Goodwill and Other-Internal-Use Software
(Subtopic 350-40): Customer’s Accounting for Fees Paid in a Cloud Computing Arrangement. The update addresses accounting
for fees paid by a customer in cloud computing arrangements such as (i) software as a service, (ii) platform as a service, (iii)
infrastructure as a service, and (iv) other similar hosting arrangements. ASU 2015-05 provides guidance to customers about
whether a cloud computing arrangement includes a software license. If a cloud computing arrangement includes a software
license, then the customer should account for the software license element of the arrangement consistent with the acquisition of
other software licenses. If a cloud computing arrangement does not include a software license, the customer should account for
the arrangement as a service contract. The amendments will be effective for annual periods beginning after December 15, 2015,
and interim periods in annual periods beginning after December 15, 2016. Earlier application is permitted. This statement is
not expected to have a material impact on the Company’s consolidated financial statements.

In September 2015, the FASB amended existing guidance Accounting Standards Update 2015-16, Business Combinations (Topic
805): Simplifying the Accounting for Measurement-Period Adjustments. The amendments require that an acquirer recognize
adjustments to estimated amounts that are identified during the measurement period in the reporting period in which the
adjustment amounts are determined. The amendments require that the acquirer record, in the same period’s financial statements,
the effect on earnings of changes in depreciation, amortization, or other income effects, if any, as a result of the change to the
estimated amounts, calculated as if the accounting had been completed at the acquisition date. The amendments also require an
entity to present separately on the face of the income statement or disclose in the notes the portion of the amount recorded in
current-period earnings by line item that would have been recorded in previous reporting periods if the adjustment to the
estimated amounts had been recognized as of the acquisition date. The amendments will be effective for fiscal years beginning
after December 15, 2016 and interim periods within fiscal years beginning after December 15, 2017. Earlier application is
permitted. This statement is not expected to have a material impact on the Company’s consolidated financial statements.
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4. Statement of Cash Flows

deposits, loans made to customers and principal collections on those loans.

information for the years ended December 31, 2015 and 2014 is presented as follows (in thousands):

The Company reports on a net basis its cash receipts and cash payments for time deposits accepted and repayments of those

The Company uses the indirect method to present cash flows from operating activities. Other supplemental cash flow

2015 2014
Cash transactions:
Interest expense paid $ 3,050 1,967
Noncash transactions:
Net (disposition) acquisition of other real estate owned $ (45) 283
Refinance of other borrowings $ - 6,010
Acquisition (more fully discussed in Note 2)
Recorded amounts of tangible assets acquired $ - 123,353
Liabilities assumed - 142,491
Net liabilities assumed $ - 19,138
Net cash received in transaction - 8,475
Excess of net liabilities assumed over net cash
received in acquisition $ - 10,663
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S. Debt and Equity Securities

Debt and equity securities have been classified in the consolidated balance sheets according to management’s intent. The
carrying amount of securities and their approximate fair values at December 31, 2015 and 2014 are as follows (in thousands):

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Securities Available for Sale
December 31, 2015:
U.S. Government Agency
obligations $ 603 $ - 3 1 602
Mortgage-backed securities 247,728 84 3,070 244,742
Small business administration
securities 81,369 - 955 80,414
State and political subdivisions 101.713 4.169 53 105.829
$ 431,413 § 4253 § 4,079 431,587
December 31, 2014:
U.S. Government Agency
obligations $ 1,138 § - 8 3 1,135
Mortgage-backed securities 273,690 883 2,303 272270
Small business administration
securities 53,729 - 245 53,484
State and political subdivisions 89.728 4.397 186 93.939
$ 418285 § 5280 § 2,737 420,828

Securities with recorded values of approximately $82,719,000 and $88,480,000 at December 31, 2015 and 2014, respectively,

were pledged to secure public fund deposits.

Proceeds from the sales of securities classified as available for sale were approximately $61,981,000 and $22,885,000,
respectively, for the years ended December 31, 2015 and 2014. Gross gains of approximately $854,000 and $284,000,
respectively, were recognized on sales in 2015 and 2014. Gross losses of approximately $17,000 were recognized on sales in

2015. No losses were recognized on sales in 2014.

The amortized cost and estimated fair value of debt securities at December 31, 2015 by contractual maturity are shown below
(in thousands). Expected maturities will differ from contractual maturities because borrowers may have the right to call or

prepay obligations with or without call or prepayment penalties.

Amortized Fair
Cost Value
Securities Available for Sale

Due in one year or less $ 4785 §$ 4,828
Due from one year to five years 270,049 268,231
Due from five years to ten years 119,868 120,992
Due after ten years 36.711 37.536
$ 431413  $ 431,587
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Unrealized losses and fair value, aggregated by investment category and length of time that individual securities have been in
a continuous unrealized loss position, as of December 31, 2015 and 2014, are summarized as follows (in thousands):

Less than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Securities Available for Sale
December 31, 2015:
U.S. Government Agency obligations $ 602 § 1 S - 3 - 8 602 § 1
Mortgage-backed securities 125,083 1,069 103,904 2,001 228,987 3,070
Small business adminstration securities 65,674 809 11,335 146 77,009 955
State and political subdivisions 3.821 36 2,525 17 6.346 53

$ 195,180 $ 1915 § 117,764 § 2,164 $§ 312944 § 4,079

December 31, 2014:

U.S. Government Agency obligations $ 1,135 $ 3 3 - 8 - 8 1,135 $ 3
Mortgage-backed securities 70,401 319 121,634 1,984 192,035 2,303
Small business adminstration securities 36,176 201 17,308 44 53,484 245
State and political subdivisions 14,896 186 - - 14.896 186

$ 122,608 § 709 $ 138942 § 2,028 $ 261,550 $ 2,737

Management evaluates securities for other-than-temporary impairment at least on a quarterly basis, and more frequently when
economic or market concerns warrant such evaluation. Consideration is given to (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.

As of December 31, 2015, management does not have the intent to sell any of the securities classified as available for sale in
the table above and believes that it is more likely than not that the Company will not have to sell any such securities before a
recovery of cost. The unrealized losses are largely due to increases in market interest rates over the yields available at the time the
underlying securities were purchased. The fair value is expected to recover as the bonds approach their maturity date or
repricing date or if market yields for such investments decline. Management does not believe any of the securities are impaired
due to reasons of credit quality. Accordingly, as of December 31, 2015 and 2014, management believes the unrealized losses
detailed in the table above are temporary and no impairment loss has been realized in the Company’s income statement.
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6. Loans and Allowance for Loan Losses

Loans at December 31, 2015 and 2014 consisted of the following (in thousands):

2015 2014
Real estate:
Construction, land development, land $ 60,823 $ 41,085
Farmland 26,642 27,817
1-4 family residential properties 105,398 99,199
Multi-family residential 12,781 8,810
Nonfarm nonresidential owner occupied 75,775 76,825
Nonfarm nonresidential other 39.094 36.391
Total real estate 320,513 290,127
Commercial 70,731 64,306
Agricultural 12,270 11,403
Consumer 18,990 17,673
Other 34.897 18.335
457,401 401,844
Allowance for loan losses (5.434) (4.777)

$ 451,967 $ 397,067

At December 31, 2015 and 2014, the Bank had total commercial real estate loans of $188,473,000 and $163,111,000,
respectively. Included in these amounts, the Bank had construction, land development, and other land loans representing 64%
and 49% of total risk based capital at December 31, 2015 and 2014, respectively. The Bank had non-owner occupied
commercial real estate loans representing 119% and 102%, respectively, of total risk based capital at December 31, 2015 and
2014. Sound risk management practices and appropriate levels of capital are essential elements of a sound commercial real
estate lending program (CRE). Concentrations of CRE exposures add a dimension of risk that compounds the risk inherent
in individual loans. Interagency guidance on CRE concentrations describe sound risk management practices which include
board and management oversight, portfolio management, management information systems, market analysis, portfolio stress
testing and sensitivity analysis, credit underwriting standards, and credit risk review functions. Management believes it has
implemented these practices in order to monitor its CRE. An institution which has reported loans for construction, land
development, and other land loans representing 100% or more of total risk-based capital, or total non-owner occupied
commercial real estate loans representing 300% or more of the institution’s total risk-based capital and the outstanding balance
of commercial real estate loan portfolio has increased by 50% or more during the prior 36 months, may be identified for further
supervisory analysis by regulators to assess the nature and risk posed by the concentration.

The Bank extends commercial and consumer credit primarily to customers in the state of Texas. At December 31,2015 and
2014, the majority of the Bank’s loans were collateralized with real estate. The real estate collateral provides an alternate
source of repayment in the event of default by the borrower, and may deteriorate in value during the time the credit is extended.
The weakening of real estate markets may have an adverse effect on the Bank’s profitability and asset quality. If the Bank
were required to liquidate the collateral securing a loan to satisfy the debt during a period of reduced real estate values, earnings
and capital could be adversely affected. Additionally, the Bank has loans secured by inventory, accounts receivable,
equipment, marketable securities, or other assets. The debtors’ ability to honor their contracts on all loans is substantially
dependent upon the general economic conditions of the region.
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Allowance for Loan Losses

December 31, 2015:

Real estate:

Construction, land development, land
Farmland

1-4 family residential properties
Multi-family residential

Nonfarm nonresidential owner occupied
Nonfarm nonresidential other

Total real estate

Commercial
Agricultural
Consumer
Other

December 31, 2014:

Real estate:

Construction, land development, land
Farmland

1-4 family residential properties
Multi-family residential

Nonfarm nonresidential owner occupied
Nonfarm nonresidential other

Total real estate

Commercial
Agricultural
Consumer

Other

RED RIVER BANCORP, INC. AND SUBSIDIARIES

An analysis of the allowance for loan losses for the years ended December 31, 2015 and 2014 is as follows (in thousands):

Beginning Ending
Balance Provision Charge offs Recoveries Balance

$ 692 $ 43 3 - 8 - 8 735

289 (20) - - 269

776 287 - - 1,063

98 31 - - 129

737 67 - 2 804

424 9 - - 415

3,016 399 - - 3,415

902 471 (100) 22 1,295

111 27 (15) - 123

546 277) (34) 14 249

202 150 - - 352

$ 4,777  $ 770 $ (149) $ 36 $ 5,434

$ 510 $ 182 § - 8 - 8 692

234 55 - - 289

334 442 - # 776

141 (43) - - 98

956 (174) 45) - 737

449 (25) - - 424

2,624 437 (45) - 3,016

601 369 (207) 139 902

43 59 - 9 111

534 (378) (65) 455 546

104 98 - - 202

$ 3906 $ 585 §$ 317) $ 603 $ 4,777
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The Company’s individual ALLL allocations are established for probable losses on specific loans. The Company’s general
ALLL allocations are established based upon historical loss experience for similar loans with similar characteristics and on
economic conditions and other qualitative risk factors both internal and external to the Company. Further information pertaining
to the allowance for loan losses (ALLL) at December 31, 2015 and 2014 is as follows (in thousands):

ALLL Allocations
Loan Evaluation General

Individually General Totalloans  Individually Historical Other Total ALLL

December 31, 2015:

Real estate:

Construction, land development, land $ 7 $ 60816 $ 60823 $ - 8 81 § 654 §$ 735
Farmland - 26,642 26,642 - 5 264 269
1-4 family residential properties - 105,398 105,398 - 19 1,044 1,063
Multi-family residential - 12,781 12,781 - 2 127 129
Nonfarm nonresidential owner occupied - 15,775 15,775 - 23 781 804
Nonfarm nonresidential other - 39.094 39.094 - 12 403 415
Total real estate 7 320,506 320,513 - 142 3,273 3415
Commercial 10 70,721 70,731 10 278 1,007 1,295
Agricultural - 12,270 12,270 - 2 121 123
Consumer 2 18,988 18,990 1 25 223 249
Other - 34,897 34,897 - 6 346 352
$ 19 § 457382 § 457401 § 11 8 453§ 4970 $ 5434

December 31, 2014:

Real estate:

Construction, land development, land $ 37§ 41,048 $ 41,08 §$ - 3 49 S 643 § 692
Farmland - 27,817 27817 - 15 274 289
1-4 family residential properties 197 99,002 99,199 - 1 715 776
Multi-family residential - 8,810 8,810 - 5 93 98
Nonfarm nonresidential owner occupied - 76,825 76,825 - 37 700 737
Nonfarm nonresidential other - 36.391 36,391 - 21 403 424
Total real estate 234 289,893 290,127 - 128 2,888 3,016
Commercial 20 64,286 64,306 20 200 682 902
Agricultural 28 11,375 11,403 - 1 110 111
Consumer 9 17,664 17,673 3 - 543 546
Other - 18.335 18.335 - - 202 202
$ 291 § 401553 § 401844 § 23 329§ 4425 § 4,777
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Impaired Loans

Impaired loans may include loans modified in troubled debt restructurings where concessions have been granted to borrowers
experiencing financial difficulties. Average impaired loans during 2015 and 2014 were approximately $106,000 and $457,000,
respectively. No significant interest income was recognized on impaired loans during 2015 and 2014. Approximately $6,000
and $25,000 of additional interest would have been recognized if the loans had been on accrual status during 2015 and 2014,
respectively. The following is a summary of information pertaining to impaired loans at December 31, 2015 and 2014 (in
thousands):

Unpaid Recorded Investment
Principal With No With Related
Balance Allowance Allowance Total Allowance
December 31, 2015:
Real estate:
Construction, land development, land $ 7 8% 78 -3 7 8 -
Farmland - - - - -
1-4 family residential properties - - - - -
Multi-family residential - - - - -
Nonfarm nonresidential owner occupied - - - - -
Nonfarm nonresidential other - - - - -
Total real estate 7 7 - 7 -
Commercial 10 - 10 10 10
Agricultural - - - - -
Consumer 6 1 1 2 1
Other - - - - -
$ 23§ 8 8 11 § 19 § 11
December 31, 2014:
Real estate:
Construction, land development, land $ 37 § 37§ -3 37§ -
Farmland - - - - -
1-4 family residential properties 197 197 - 197 -
Multi-family residential - - - - -
Nonfarm nonresidential owner occupied - - - - -
Nonfarm nonresidential other - - - - -
Total real estate 234 234 - 234 -
Commercial 20 - 20 20 20
Agricultural 28 28 - 28 -
Consumer 9 6 3 9 3
Other - - - - -
$ 291 § 268 $ 23§ 291 § 23
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Past Due Loans

The following is a summary of past due and nonaccrual loans at December 31, 2015 and 2014 is as follows (in thousands):

December 31, 2015:

Real estate:
Construction, land development, land
Farmland
1-4 family residential properties
Multi-family residential
Nonfarm nonresidential owner occupied
Nonfarm nonresidential other

Total real estate

Commercial
Agricultural
Consumer
Other

December 31, 2014:

Real estate:
Construction, land development, land
Farmland
1-4 family residential properties
Multi-family residential
Nonfarm nonresidential owner occupied
Nonfarm nonresidential other

Total real estate

Commercial
Agricultural
Consumer
Other

30-89 Days Past Due 90 Days or More Total
Past Due Still Accruing Nonaccrual Past Due
$ 3,307 432 7 3,746
1,088 - - 1,088
2,018 - - 2,018
265 97 - 362
333 - - 333
7,011 529 7 7,547
465 258 - 723
95 - - 95
282 - 2 284
$ 7,853 787 9 8,649
$ 678 - 37 715
330 - - 330
974 - 197 1,171
8 - - 8
1,990 - 234 2,224
25 - 2 27
37 - 28 65
46 - 9 55
$ 2,098 - 273 2,371
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Troubled Debt Restructurings

The restructuring of a loan is considered a troubled debt restructuring (TDR) if both the borrower is experiencing financial
difficulties and the creditor has granted a concession. Concessions may include interest rate reductions or below market interest
rates, principal forgiveness, restructuring amortization schedules and other actions intended to minimize potential losses. The
Company had no TDR’s for the periods ending December 31, 2015 and 2014.

Credit Quality Information

The Company categorizes loans into risk categories based on relevant information about the ability of borrowers to service their
debt, including: current financial information, historical payment experience, credit documentation, public information, and
current economic trends, among other factors. The Company analyzes loans individually by classifying the loans according to
credit risk. The Company uses the following definitions for risk ratings:

Pass
Loans classified as pass are loans with low to average risk.
Special Mention

Loans classified as special mention have a potential weakness that deserves management’s close attention. If left
uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the loan or of the
Company’s credit position at some future date.

Substandard

Loans classified as substandard are inadequately protected by the current net worth and paying capacity of the obligor or of
the collateral pledged, if any. Loans so classified have a well-defined weakness or weaknesses that jeopardize the
liquidation of the debt. They are characterized by the distinct possibility that the Company will sustain some loss if the
deficiencies are not corrected.

Doubtful

Loans classified as doubtful have all the weaknesses inherent in those classified as substandard, with the added characteristic
that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and values,
highly questionable and improbable.
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As of December 31, 2015 and 2014, based on the most recent analysis performed, the risk category of loans by class of loans is
as follows (in thousands):

Special
Pass Mention Substandard Doubtful Total
December 31, 2015:
Real estate:

Construction, land development, land $ 59035 § -3 1,788  $ - $ 60,823
Farmland 26,536 - 106 - 26,642
1-4 family residential properties 103,871 92 1,435 - 105,398
Multi-family residential 12,781 - - - 12,781
Nonfarm nonresidential owner occupied 74,769 1,006 - - 75,775
Nonfarm nonresidential other 39.094 - - - 39.094
Total real estate 316,086 1,098 3,329 - 320,513
Commercial 70,700 21 10 - 70,731
Agricultural 12,270 - - - 12,270
Consumer 18,988 - 2 - 18,990
Other 34.897 - - - 34.897
$ 452941 § 1,119 §$ 3341 $ - $ 457401

December 31, 2014:

Real estate:

Construction, land development, land $ 38709 $§ -3 2376 $ - $ 41,085
Farmland 27,297 - 520 - 27817
1-4 family residential properties 98,860 103 236 - 99,199
Multi-family residential 8,810 - - - 8,810
Nonfarm nonresidential owner occupied 75,667 1,158 - - 76,825
Nonfarm nonresidential other 36,268 123 - - 36,391
Total real estate 285,611 1,384 3,132 - 290,127
Commercial 64,116 167 23 - 64,306
Agricultural 11,403 - - - 11,403
Consumer 17,664 - 9 - 17,673
Other 18.307 - 28 - 18.335
$ 397,101 $ 1,551  § 3,192 $ - $ 401,844

DB
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7. Bank Premises and Equipment

Bank premises and equipment at December 31, 2015 and 2014 consisted of the following (in thousands):

2015 2014

Land $ 2,734 $ 2,734
Buildings and improvements 22,567 18,285
Leasehold improvements 2,017 2,017
Furniture and equipment 7.320 7.501
34,638 30,537

Accumulated depreciation (11.838) (11.904)
$ 22,800 $ 18,633

The Company leases certain office facilities under operating leases that expire at various dates through 2025. The Company has
renewal options on these leases. Rent expense totaled approximately $284,000 and $293,000 in 2015 and 2014, respectively.

Pursuant to the terms of non-cancelable lease agreements in effect at December 31, 2015 pertaining to banking premises, future
minimum rent commitments under various operating leases are as follows (in thousands):

Year Amount
2016 $ 154
2017 154
2018 158
2019 169
2020 169
Thereafter 1.398
$ 2,202
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8. Intangible Assets

Intangible assets consist of core deposit intangibles acquired in various acquisitions and are being amortized using the straight-
line method over a period of ten years. Assigned costs and accumulated amortization at December 31, 2015 and 2014 consisted
of the following (in thousands):

2015 2014
Gross amount $ 2,462 $ 2,462
Accumulated amortization (1.152) (906)
$ 1,310 $ 1,556

Changes in the carrying amount of intangibles during 2015 and 2014 are summarized as follows (in thousands):

2015 2014
Net intangible January 1 $ 1,556 $ 608
Amortization expense (246) (138)
Net value allocated to purchase of Chisolm - 1.086
Net intangible December 31 $ 1,310 $ 1,556

9. Goodwill

Goodwill in the amount of $12,883,000 at both December 31, 2015 and 2014 is included in the accompanying consolidated
financial statements. Goodwill increased by $9,577,000 in 2014 due to the acquisition of Chisolm referred to in Note 2. Goodwill
is assessed at least annually for impairment. At December 31, 2015 and 2014, management has determined that there is no
impairment of goodwill.

-25.




RED RIVER BANCORP, INC. AND SUBSIDIARIES

10. Deposits

Deposits at December 31, 2015 and 2014 are summarized as follows (in thousands):

393
=4
L
D
=4
4~

Amount Percent Amount Percent

Noninterest bearing demand accounts $ 125,866 14.2 $ 193,509 22.1
Noninterest bearing money market accounts 163,950 18.6 105,587 12.0
Interest bearing demand accounts 57,358 6.5 136,060 155
Savings accounts 68,315 7.7 72,096 8.2
Limited access money market accounts 331,638 375 219,789 25.1
Certificates of deposit, $100,000 or less 53,536 6.1 57,927 6.6
Certificates of deposit, greater than $100,000 82.939 9.4 91,887 10.5

$ 883,602 100.0 $ 877,255 100.0

The Company had no brokered deposits at December 31, 2015 and 2014.

Included in deposits at December 31, 2015 and 2014 are deposits related to one customer in the amount of approximately
$105,215,000 and $96,707,000, respectively. These amounts represent approximately 12% and 11% of total deposits at
December 31, 2015 and 2014, respectively.

At December 31, 2015, scheduled maturities of certificates of deposit are as follows (in thousands):

Year Amount
Less than one year $ 97,002
One to three years 34,877

Over three years

4.596

S 136475
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11. Other Borrowings

Subordinated Promissory Notes Payable

In November 2013, the Company entered into a confidential private placement offering for the issuance of up to $6.165 million
in subordinated promissory notes (2013 Notes) for the purpose of refinancing the debt issued in connection with the 2011
placement offering discussed below. The Company issued $6,010,000 in 2013 Notes in connection with this offering and paid
$155,000 to redeem certain of the 2011 Notes. The 2013 Notes rank senior to the capital stock of the Company, but are
subordinated to any senior indebtedness. The 2013 Notes call for interest at 5.0%, payable in quarterly installments of unpaid
interest beginning April 2014, with a maturity date of March 31, 2023. After the 2013 Notes have been outstanding for a period
of five years, the Company at their sole discretion may redeem the 2013 Notes in full or in part. The 2013 Notes are unsecured.
The outstanding principal balance of the 2013 Notes was $6,010,000 at both December 31, 2015 and 2014.

Federal Home Loan Bank

At December 31, 2015, the Company had no outstanding advances from the Federal Home Loan Bank (FHLB). At December
31,2014, the Company had an advance from the FHLB in the amount of approximately $10,000,000. Advances from the FHLB
are collateralized by a security agreement, which requires the borrowing bank to maintain a certain level of qualified first
mortgage collateral in relation to the amount of outstanding debt. The advance bore interest at the rate of 3.17%, with a balloon
date scheduled to mature in January 2017. The Company paid the advance off during 2015 along with an early payment charge
of approximately $335,000.

At December 31, 2015 the Company has additional unused borrowing capacity with the FHLB of approximately $74,411,000.
Line of Credit

The Company has a line of credit with an unaffiliated bank with a maximum advanceable amount of $25,000,000 at December
31, 2015 and 2014. The line of credit matures on October 1, 2019. Advances in the amount of $17,000,000 were outstanding
at December 31, 2015 and 2014, respectively. The current rate on the line is the Wall Street Journal U.S. Prime Rate (3.50% at
December 31, 2015).

At December 31, 2015, the scheduled repayment of the line of credit is as follows (in thousands):

Year Amount

2016 $ 1,700
2017 1,700
2018 1,700
2019 11,900
2020 -

s 17000
Other

The Company has unused federal funds lines available from commercial banks of approximately $26,250,000 at December 31,
2015.
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12. Emplovee Benefits
Pension Plan

The Company has a qualified defined benefit pension plan (Plan) covering substantially all of its employees. Benefits are based
on years of service and the employee’s highest average compensation during any consecutive five years of employment. The
contributions to the Plan are intended to provide not only for benefits attributed to service to date but also for those expected to
be earned in the future. Effective January 1, 2006, the Plan’s administrative committee froze the Plan whereby all newly hired
employees would be excluded from participating in the Plan. The administrative committee believes this action will not
significantly affect the Plan’s qualified status or the Plan’s current participants.

The following table presents disclosure information required under ASC 715-20 for the retirement plan (in thousands):

2015 201

Change in Benefit Obligation

Benefit obligation at beginning of year 17,853 $ 14,299

Service cost 536 414

Interest cost 694 667

Actuarial loss 578 2,843

Benefits paid (386) (370)

Benefit obligation at end of year 19.275 17.853
Change in Plan Assets

Fair value of plan assets at beginning of year 12,711 9,362

Actual (loss) return on plan assets (262) 776

Employer contributions 1,500 2,943

Benefits paid (386) (370)

Fair value of plan assets at end of year 13.563 12,711
Funded status at end of year (5,712) $ (5,142)
Amounts recognized in the Balance Sheet

Other liabilities 5,712 $ 5,142
Amounts recognized in Accumulated Other Comprehensive Income

Net loss 8,114 $ 7,292
Accumulated Benefit Obligation 15,170 $ 14,494
Net Periodic Pension Cost

Service cost 537 S 414

Interest cost 694 667

Expected return on plan assets (557) (408)

Recognized net loss 574 365

Net periodic pension cost 1.248 1.038
Other changes in Plan Assets and Benefit Obligations

recognized in Other Comprehensive Income (OCI)

Net loss (gain) 1,396 2,475

Amortization of net gain (574) (365)

Total recognized in OCI 822 2,110
Total recognized in expense and OCI 2,070 $ 3,148
Amounts expected to be recognized in OCI in the next year

Net loss (812) $ (556)
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The total expected long-term rate of return on assets is determined by assessing the rates of return on each targeted asset class,
return premiums generated by portfolio management, and a comparison of rates used by other companies. For the years ended

December 31, 2015 and 2014, the weighted average assumptions are as follows:

Discount rate
Net periodic pension cost
Benefit obligations

Expected return on Plan Assets at the beginning
of the fiscal year

Rate of compensation increase
Beginning of fiscal year
End of fiscal year

The overall investment goal of the Plan is to achieve a real long-term rate of return over inflation resulting from income, capital
gains, or both which will assist the Plan in meeting its long-term objectives. Investment management of the assets is in
accordance with the Plan’s Investment Policy that includes target asset allocation of 60% fixed income and 40% equities. Within
cach asset class, assets are allocated to various investment styles. Professional managers manage all assets of the Plan and
professional advisors assist the Plan in the attainment of its objectives. The Company’s pension plan asset allocations at

December 31, 2015 and 2014 are as follows:

Asset Category

Equity securities
Fixed income
Other

[5e]
—
n
[5o3

3.95%
4.50%

4.50%

4.00%
4.50%

4.75%
3.95%

5.00%

3.00%
4.00%

Percentage of Plan Assets

December 31,

2015 201
29.62 11.16
56.68 77.98
13.70 10.86

100.00 100.00

The Company expects to contribute approximately $1,600,000 to its pension plan in 2016.

Estimated future benefit payments, which reflect expected future service, as appropriate, are as follows at December 31, 2015

(in thousands):

2016
2017
2018
2019
2020
Years 6-10

-29.

Amount

$ 600
650
700
800
850

5.330

$ 8,930
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Profit Sharing Plan

The Company has a profit sharing plan and an employee stock ownership plan that provide benefits for substantially all
employees. Contributions to these plans are discretionary and determined annually by the Board of Directors. Contributions
totaled approximately $609,000 and $498,000 in 2015 and 2014, respectively, and were charged to operating expense. The
Company’s trust department is the trustee for each of the Company’s employee benefit plans.

Supplemental Retirement Plan

The Company has a supplemental life insurance/split dollar plan with certain key officers. The Company owns each policy’s
cash surrender value and their related accumulated earnings. The excess of death benefits over cash value upon death will be
paid to the beneficiaries. The payment of these benefits is made by the insurer.

13. Commitments and Contingencies

From time to time, the Company is involved in legal actions arising from normal business activities. Management believes
that these actions are without merit or that the ultimate liability, if any, resulting from them will not materially affect the
consolidated financial position or results of operations of the Company.

The Company does not anticipate any material losses as a result of the commitments and contingent liabilities.

14. Financial Instruments

The Company is a party to financial instruments with off-balance sheet risk in the normal course of business to meet the
financing needs of its customers. These financial instruments include commitments to extend credit and standby letters of
credit. Those instruments involve, to varying degrees, elements of credit risk in excess of the amount recognized in the balance
sheet.

The Company’s exposure to credit loss in the event of nonperformance by the other party to the financial instrument for
commitments to extend credit and standby letters of credit is represented by the contractual amount of those instruments. The
Company uses the same credit policies in making commitments and conditional obligations as it does for on-balance sheet
instruments. At December 31, 2015 and 2014, the approximate amounts of these financial instruments were as follows (in
thousands):

2015 2014
Financial instruments whose contract amounts
represent credit risk:
Commitments to extend credit $ 104,120 $ 71,586
Standby letters of credit 5.370 5.635
$ 109,490 $ 77,221

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any condition established
in the contract. Commitments generally have fixed expiration dates or other termination clauses and may require payment of
a fee. Since many of the commitments may expire without being drawn upon, the total commitment amounts do not
necessarily represent future cash requirements. Management evaluates each customer’s credit worthiness on a case-by-case
basis. The amount of collateral obtained, if deemed necessary by the Company upon extension of credit, is based on
management’s credit evaluation of the counterparty.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a customer to
a third party. Standby letters of credit generally have fixed expiration dates or other termination clauses and may require
payment of a fee. The credit risk involved in issuing letters of credit is essentially the same as that involved in extending loan
facilities to customers. The Company’s policy for obtaining collateral and the nature of such collateral is essentially the same
as that involved in making commitments to extend credit.

Although the maximum exposure to loss is the amount of such commitments, management currently anticipates no material
losses from such activities.
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15. Significant Group Concentrations of Credit Risk

Most of the Company’s business activity is with customers located within Texas. Investments in state and municipal securities
primarily involve governmental entities within the Company’s market area.

The distribution of commitments to extend credit approximates the distribution of loans outstanding. Commercial and standby
letters of credit were granted primarily to commercial borrowers.

The contractual amounts of credit related financial instruments such as commitments to extend credit and letters of credit
represent the amounts of potential accounting loss should the contract be fully drawn upon, the customer default, and the value
of any existing collateral become worthless.

At December 31, 2015 and 2014, the Company had a concentration of funds on deposit in excess of federally insured limits
at certain independent correspondent banks. The nature of the Company’s business requires that it maintain amounts at due
from banks which, at times, may exceed federally insured limits. The Company has not experienced any losses and does not
anticipate any losses from such accounts.

16. Related Party Transactions

In the ordinary course of business, the Company has and expects to continue to have transactions, including borrowings, with
its officers, directors and their affiliates. In the opinion of management, such transactions are on the same terms, including
interest rates and collateral requirements, as those prevailing at the time for comparable transactions with unaffiliated persons.
At December 31, 2015 and 2014, the aggregate amounts of such loans were approximately $578,000 and $433,000,
respectively. During the year ended December 31, 2015, new loans made to related parties totaled approximately $481,000
and repayments totaled approximately $336,000. Additionally, the Company had unfunded commitments to these related
parties of approximately $40,000 at December 31, 2015.  There were no unfunded commitments to related parties at
December 31, 2014.
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17. Fair Value Disclosures

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,
Fair Value Measurements and Disclosures, 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:

®  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.

In general, fair value is based upon quoted market prices, where available. If such quoted market prices are not available, fair
value is based upon internally developed models that primarily use, as inputs, observable market-based parameters. Valuation
adjustments may be made to ensure that financial instruments are recorded at fair value. These adjustments may include amounts
to reflect counterparty credit quality and the Company’s creditworthiness, among other things, as well as unobservable parameters.
Any such valuation adjustments are applied consistently over time. The Company’s valuation methodologies may produce a fair
value calculation that may not be indicative of net realizable value or reflective of future fair values. While management believes
the Company’s valuation methodologies are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a different estimate
of fair value at the reporting date. Furthermore, the reported fair value amounts have not been comprehensively revalued
since the presentation dates, and therefore, estimates of fair value after the balance sheet date may differ significantly from the
amounts presented herein.

Assets and liabilities measured at fair value on a recurring basis at December 31, 2015 and 2014 are as follows (in
thousands):

Fair Value Measurements Using

Level 1 Level 2 Level 3
December 31, 2015:
Auvailable for sale securities (1) $ - $ 431,587 $ -
December 31, 2014:
Auvailable for sale securities (1) $ - $ 420,828 $ -

(1) Securities are measured at fair value on a recurring basis, generally monthly.




RED RIVER BANCORP, INC. AND SUBSIDIARIES

Certain financial and nonfinancial assets are measured at fair value on a non-recurring basis; that is, the instruments are not
measured at fair value on an ongoing basis, but are subject to fair value adjustments in certain circumstances (for example, when
there is evidence of impairment).

The following table summarizes financial assets and non-financial assets, measured at fair value on a non-recurring basis as of
December 31, 2015 and 2014, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure
fair value (in thousands):

Level 1 Level 2 Level 3 Total Fair
Inputs Inputs Inputs Value
December 31, 2015:
Financial assets - impaired loans $ - $ - $ 8 $ 8
Other real estate owned - 709 - 709
December 31, 2014:
Financial assets - impaired loans $ - $ - $ 268 $ 268
Other real estate owned - 723 - 723

During the years ended December 31, 2015 and 2014, certain impaired loans were remeasured and reported at fair value through
a specific valuation allowance allocation of the allowance for possible loan losses based upon the fair value of the underlying
collateral. For the years ended December 31, 2015 and 2014, impaired loans with a carrying value of $19,000 and $291,000,
respectively, were reduced by specific valuation allowance allocations totaling $11,000 and $23,000 respectively, to a total
reported fair value of $8,000 and $268,000 respectively, based on collateral valuations utilizing Level 3 valuation inputs at
December 31, 2015 and 2014.

Foreclosed assets are valued at the time the loan is foreclosed upon and the asset is transferred to other real estate owned. The
value is based primarily on third-party appraisals, less estimated costs to sell. Appraisals based upon comparable sales result in
a Level 2 classification while appraisals based upon expected cash flows of the property result in a Level 3 classification. The
appraisals are generally discounted based on management's historical knowledge, changes in market conditions from the time of
valuation, and/or management's expertise and knowledge of the customer and customer's business. Other real estate owned is
reviewed and evaluated on at least an annual basis for additional impairment and adjusted accordingly, based on the same factors
identified above. During the years ended December 31, 2015 and 2014, there were no additional write-downs of valuations on
other real estate owned.
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The estimated fair values of the Company’s financial instruments at December 31, 2015 and 2014 were as follows (in thousands):

December 31, 2015:

Financial assets:
Cash and cash equivalents
Interest bearing deposits in other banks
Securities available for sale
Loans held for sale
Loans held for investment

Accrued interest receivable

Financial liabilities:
Deposits
Other borrowings

Accrued interest payable

Off-balance sheet instruments:
Commitments to extend credit

Standby letters of credit and financial guarantees

December 31, 2014:

Financial assets:
Cash and cash equivalents
Interest bearing deposits in other banks
Securities available for sale
Loans held for sale
Loans held for investment

Accrued interest receivable

Financial liabilities:
Deposits
Other borrowings

Accrued interest payable

Off-balance sheet instruments:
Commitments to extend credit

Standby letters of credit and financial guarantees

Carrying
Amount

$ 40,435
250

431,587

5,261

451,967

3,803

883,602
23,010
258

$ 111,189
500

420,828

2,020

397,067

3,575

877,255
33,010
227
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Total Estimated Fair Value

Level 1 Level 2
Inputs Inputs
40,435 $ - $
- 250
- 431,587
- 5,261
3,803 -
- 24,625
258 -
111,189 $ - $
- 500
- 420,828
- 2,020
3,575 -
- 34,800
227 -

Level 3
Inputs

401,467

878,333
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The following methods and assumptions were used by the Company in estimating the fair values of financial instruments:
Cash and cash equivalents

The carrying amounts of cash and short-term instruments approximate their fair value.

Interest bearing deposits in other banks

Fair values of interest bearing deposits with a maturity greater than ninety days are estimated using discounted cash flow analyses
based on the Company’s current incremental investing rates for similar types of investment arrangements.

Securities available for sale

Fair values for securities, excluding restricted equity securities, are based on quoted market prices. The carrying values of
restricted equity securities approximate fair values.

Loans held for sale

Fair values are based on quoted prices of similar loans sold on the secondary market.

Loans held for investment

For variable-rate loans that reprice frequently and have no significant changes in credit risk, fair values are based on carrying
values. Fair values for fixed-rate commercial real estate, mortgage, consumer and commercial loans are estimated using
discounted cash flow analyses, using interest rates currently being offered for loans with similar terms to borrowers of similar
credit quality. Fair values for impaired loans are estimated using discounted cash flow analyses or underlying collateral values,
where applicable.

Deposits

The fair values disclosed for demand deposits are, by definition, equal to the amount payable on demand at the reporting date
(that is, their carrying amounts). The carrying amounts of variable-rate, fixed term money market accounts and certificates of
deposit (CD’s) approximate their fair values at the reporting date. Fair values for fixed-rate CD’s are estimated using a
discounted cash flow calculation that applies interest rates currently being offered on certificates to a schedule of aggregated
expected monthly maturities on time deposits.

Other borrowings

The carrying amounts of federal funds purchased, borrowings under repurchase agreements, and other short-term borrowings
maturing within 90 days approximate their fair values. Fair values of other borrowings are estimated using discounted cash flow
analyses based on the Company’s current incremental borrowing rates for similar types of borrowing arrangements.

Accrued interest

The carrying amounts of accrued interest approximate their fair values.

Off-balance sheet instruments

Fair values for off-balance sheet lending commitments are based on fees currently charged to enter into similar agreements taking
into account the remaining terms of the agreements and the counterparties’ credit standings.
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18. Stockholders’ Equity and Regulatory Matters

The Bank is subject to regulatory capital requirements administered by federal banking agencies. Capital adequacy guidelines
and prompt corrective action regulations, involve quantitative measures of assets, liabilities, and certain off-balance-sheet items
as calculated under regulatory accounting practices. Capital amounts and classifications are also subject to qualitative judgments
by the regulators about components, risk weightings, and other factors. Failure to meet capital requirements can initiate
regulatory action. The final rules implementing Basel Committee on Banking Supervision’s capital guidelines for U.S. banks
(Basel I rules) became effective for the Bank on January 1, 2015 with full compliance with all of the requirements being phased
in over a multi-year schedule, and fully phased in by January 1, 2019. The net unrealized gain or loss on available for sale
securities is not included in computing regulatory capital. Management believes as of December 31, 2015, the Bank meets all
capital adequacy requirements to which it is subject.

Prompt corrective action regulations for banking institutions provide five classifications: well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized, although these terms are not used to represent
overall financial condition. If adequately capitalized, regulatory approval is required to accept brokered deposits. If
undercapitalized, capital distributions are limited, as is asset growth and expansion, and capital restoration plans are required.
At December 31, 2015, the most recent regulatory notifications categorized the Bank as well-capitalized under the regulatory
framework for prompt corrective action. There are no conditions or events since that notification that management believes have
changed the Bank’s category.

Actual and required capital amounts and ratios at December 31, 2015 are presented below (in thousands):

Minimum to be Well

Minimum Required Capitalized under

for Capital Prompt Corrective

Actual Adequacy Purposes Action Provisions

Amount Ratio Amount Ratio Amount Ratio

Total capital to risk weighted assets $ 94,615 17.53% $ 43,177 8.00% $ 53,972 10.00%
Tier 1 (core) capital to risk weighted assets 89,181 16.52% 32,383 6.00% 43,177 8.00%
Common Tier 1 (CET1) 89,181 16.52% 24,287 4.50% 35,081 6.50%
Tier 1 (core) capital to average assets 89,181 9.18% 38,860 4.00% 48,575 5.00%

During 2015, the Federal Reserve Bank issued a final rule that increased the asset threshold to qualify as a large bank holding
company from $500 million to $1 billion. Accordingly, at December 31, 2014, the Company was considered a large bank
holding company and was subject to the consolidated capital requirements by regulation.

Actual and required capital amounts and ratios at December 31, 2014 (prior to the implementation of the Basel III Capital Rules
and the change in definition of a small bank holding company) are presented below (in thousands):

Minimum to be Well

Minimum Required Capitalized under
for Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
Total capital to risk weighted assets:
Company $ 71,360 14.30% $ 39927 8.00% $ 49,908 10.00%
Bank 68,996 17.87% 30,888 8.00% 38,610 10.00%
Tier 1 capital to risk weighted assets:
Company 60,573 12.14% 19,963 4.00% $ 29,945 6.00%
Bank 64,229 16.64% 15,444 4.00% 23,166 6.00%
Tier 1 capital to average assets:
Company 60,573 6.32% 38,344 4.00% $ 47,931 5.00%
Bank 64,229 8.15% 31,511 4.00% 39,389 5.00%
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PAYNE & SMITH, LLC

Certified Public Accountants

Independent Auditor’s Report

On Additional Information

The Board of Directors
Red River Bancorp, Inc. and Subsidiaries

We have audited the consolidated financial statements of Red River Bancorp, Inc. and Subsidiaries as of and for the year
ended December 31, 2015, and have issued our report thereon dated March 22, 2016, which contained an unmodified opinion
on those consolidated financial statements. Our audit was performed for the purpose of forming an opinion on the consolidated
financial statements as a whole. The consolidating information on pages 38 and 39 is presented for the purpose of additional
analysis and is not a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to prepare the
consolidated financial statements. The information has been subjected to the auditing procedures applied in the audit of the
consolidated financial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the consolidated financial statements or to the
consolidated financial statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material respects in relation to
the consolidated financial statements as a whole.

/?%(# St LY

March 22, 2016

5952 Royal Lane « Suite 158 » Dallas, TX 75230 « 214 / 363-9927 » Fax 214 / 363-9980
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Consolidating Balance Sheet

December 31, 2015
(In Thousands)
Red River First State
Bancorp, Inc. Bank Eliminations Consolidated
ASSETS
Cash and cash equivalents $ 2,334 $ 40,435 $ (2,334) (a) $ 40,435
Interest bearing deposits in other banks - 250 - 250
Securities available for sale - 431,587 - 431,587
Investment in subsidiary 94647 - (94,647) (b) -
Loans held for sale - 5,261 - 5,261
Loans held for investment - 451,967 - 451,967
Bank premises and equipment - 22,800 - 22,800
Intangible assets - 1,310 - 1,310
Goodwill - 12,883 - 12,883
Cash surrender value of life insurance - 11,420 - 11,420
Other real estate owned 709 - - 709
Other assets 30 11,777 - 11.807
$ 97,720 $ 989,690 $ (96,981) $ 990,429
LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits:
Noninterest bearing $ - $ 292,150 $ (2,334) (a) $ 289,816
Interest bearing - 593.786 - 593.786
Total deposits - 885,936 (2,334) 883,602
Other borrowings 23,010 - - 23,010
Other liabilities 411 9,107 - 9,518
Commitments and contingencies - - - -
Stockholders' equity:
Common stock 2,000 2,000 (2,000) (b) 2,000
Paid-in capital 18,987 59,488 (59,488) (b) 18,987
Retained earnings 64,044 41,099 (41,099) (b) 64,044
Accumulated other
comprehensive loss (7,940) (7,940) 7,940 (b) (7,940)
Treasury stock, at cost (2.792) - - (2.792)
Total stockholders' equity 74.299 94.647 (94.647) 74.299
$ 97,720 $ 989,690 $ (96,981) $ 990,429

See description of consolidating entries on page 40 and accompanying
independent auditor’s report on additional information
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RED RIVER BANCORP, INC. AND SUBSIDIARIES

Consolidating Statement of Income and Comprehensive Income

Interest income:
Interest and fees on loans
Interest on securities
Taxable
Nontaxable
Other

Total interest income

Interest expense:

Interest on deposit accounts
Other

Total interest expense
Net interest income (expense)
Provision for loan losses
Net interest income (expense) after provision

Noninterest income:
Dividend income
Equity in undistributed earnings of subsidiary
Service charges and fees
Trust fees

Net gain on sales of securities available for sale

Gain on sales of loans
Other

Total noninterest income

Noninterest expense:
Salaries and employee benefits
Occupancy of bank premises
Legal and professional fees
Public relations
FDIC insurance assessment
Other

Total noninterest expense
Net income

Other comprehensive loss:

Change in net unrealized gain during the period
Reclassification adjustment for net gains included in

net income
Net unrealized loss on securities
available for sale

Change in minimum pension liability
Other comprehensive loss

Total comprehensive income

For the Year ended December 31, 2015

(In Thousands)
Red River First State
Bancorp, Inc. Bank Eliminations Consolidated

$ - $ 23,682 $ - $ 23,682
- 5,750 - 5,750
; 2918 - 2,918
- 319 - 319
- 32.669 - 32.669
- 1,633 3 1,633
863 585 - 1.448
863 2218 - 3.081
(863) 30,451 - 29,588
- 770 = 770
(863) 29.681 - 28818
2,305 - (2,305) () -
8,719 - (8,719) (d) -
- 2,732 - 2,732
- 406 - 406
- 837 - 837
- 2,240 - 2,240
- 3.124 - 3.124
11,024 9.339 (11,024) 9.339
- 16,079 - 16,079
- 3,307 - 3,307
47 694 = 741
- 641 - 641
» 486 - 486
27 6.789 - 6.816
74 27.996 - 28.070
10,087 11.024 (11.024) 10,087
(1,532) (1,532) 1,532 (c) (1,532)
(837) (837) 837 (¢) (837)
(2,369) (2,369) 2,369 (2,369)
(822) (822) 822 (¢) (822)
(3.191) (3.191) 3.191 (3.191)
$ 6,896 $ 7,833 $ (7,833) $ 6,896

See description of consolidating entries on page 40 and accompanying
independent auditor’s report on additional information
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RED RIVER BANCORP, INC. AND SUBSIDIARIES
Description of Consolidating Entries

For the Year Ended December 31, 2015

To eliminate intercompany cash and deposits.
To eliminate investment accounts against the stockholder’s equity of the consolidated subsidiaries.

To eliminate the change in net unrealized loss and the change in minimum pension liability during the period included
in other comprehensive income.

To eliminate equity in undistributed earnings of subsidiaries.

To eliminate dividends from subsidiaries.
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MISSION STATEMENT

Our mission is to treat the Community as our
home, Customers as our neighbors, Employees
as our family, and by so doing, create value for

our Shareholders.

CORE VALUES
# Genuinely Care 7 Relentless Improvement
For Community, Customers, In Policies, Procedures, Products,
Employees, Shareholders Service, Self, and Technology
7 Trust 7 Accountability
From Community, Customers, To Community, Customers, Employees,
Employees, Shareholders Shareholders, and Self




To shareholders of Red River Bancorp, Inc.:

The year of 2015 was a very busy one for Red River Bancorp Inc and First State
Bank. It was the first full year of combined financials and operations as a result of
the merger of North Texas Bank into First State Bank last January. The largest and
most complex acquisition to date, it posed many operational challenges but also
financial benefits. In addition to converting North Texas Bank systems in January,
First State Bank also upgraded its own core operating system and payroll systems in

November, keeping our operational and technology staff very busy all year.

This growth was evidenced throughout the bank, adding new lenders, new staff
in loan operations and real estate, and in compliance. In addition to the new staff
acquired from North Texas Bank, First State hired 56 new employees during the
year. These were not additions of idle staff. Compared to 2014, our new loans booked
increased 26% by number of loans and 94% by dollars of loans. Our demand deposit
accounts increased by 18% by number of accounts and 24% by dollars of accounts.
And as a result of this increase in transactional volume by combined growth from
organic expansion and acquisition, Red River Bancorp’s net income increased from

$7.068mil in 2014 to $10.087mil in 2015, a 43% year over year growth in net income.

Of course, growth at this pace cannot continue forever and presents its own
challenges. As a result, First State Bank will shift its focus in 2016 from growth to
creating operational efficiencies and maximizing the deployment of our capital. We
are excited about all of the opportunities in 2016 to improve as a bank while staying

true to our community bank roots.

Regards,
Frank Morris Ryan Morris
Chairman of the Board Chief Executive Officer
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OVERVIEW ®
®
12/31/15 12/31/14 .
ASSETS ®
Cash & Cash Equivalents 40,435 111,189 ®
Interest Bearing Deposits In Other Banks 250 500
Securities Available For Sale 431,587 420,828 ‘
Loans Held For Sale 5,261 12,020 @
Loans Held For Investment 451,967 397,067 .
Bank Premises & Equipment 22,800 18,633
Intangible Assets 1,310 1,556 @
Goodwill 12,883 12,883 .
Cash Surrender Value of Life Insurance 11,420 11,141
Other Real Estate Owned 709 723 &
Other Assets 11,807 12,261 &®
TOTAL ASSETS $990,429 | $988,801
| | -
LIABILITIES & STOCK HOLDERS' EQUITY | .
Deposits Py
Non-Interest Bearing 289,816 299,496
Interest Bearing 593,786 577,759 ®
4TOTAL DEPOSITS 883,602 877,255 ‘
Other Borrowings 23,010 33,010
Other Liabilities 9,518 8,273 ‘
Stockholders' Equity @
Common Stock 2,000 2,000
Paid-In Capital 18,987 18,987 .
Retained Earnings 64,044 56,817 .
Accumulated Other Comprehensive Income | (7,940) (4,749) ®
Treasury Stock, At Cost (2,792) (2,792)
TOTAL STOCKHOLDERS' EQUITY 74,299 70,263 .
$990,429 $988,801 ‘
®
@




GROWTH

$1,000,000 _____50%
$800,000 -40%
$600,000 -30%
$400,000 -20%
$200,000 -10%
-0
0

Loans Bl Deposits Bl Assets B Loans to Assets

2010 2011 2012 2013 2014 2015

LOANS $237,466 | $246,072 | $243,387 | $269,129 | $399,087 | $457,228

DEPOSITS | $430,132 | $502,688 | $597,534 | $635,875 | $877,255 | $883,602

ASSETS $487,808 | $577,837 | $677,171 | $707,400 | $988,801 | $990,429
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B Well Capitalized B First State Bank

EXCEEDING THE WELL CAPITALIZED STANDARD



OVERVIEW

12/31/15 |12/31/14

Interest Income

Interest & Fees On Loans 23,682 15,883
Interest On Securities 8,668 8,512
Other 319 307
TOTAL INTEREST INCOME 32,669 24,702
Interest Expense
Interest On Deposit Accounts | 1,633 1,339
Other 1,448 711
TOTAL INTEREST EXPENSE 3,081 2,050
Net Interest Income 29,588 22,652
Provision For Loan Losses 770 585
Net Interest Income After Provision 28,818 22,067
Non-Interest Income
Service Charges & Fees 2,732 2,459
Trust Fees 406 391
Gain On Sales Of Securities Available For Sale | 837 284
Gain On §a]es Of Loans 2,240 1,631
Other 3,124 2,763
TOTAL NON-INTEREST INCOME 9,339 | 7,528
Non-Interest Expense
Salaries And Employee Benefits 16,079 13,089
Occupancy Of Bank Premises 3,307 28853
Legal & Professional Fees 741 807
FDIC Insurance Assessment 486 390
Other 7,457 5,408
TOTAL NON-INTEREST EXPENSE 28,070 22,527
Net Income $10,087 | $7,068

|
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NET INCOME
$12,000
$10,000
$8,000
$6,000
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RETURN ON EQUITY
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$84,239

$182,224

Wise County

LOANS BY MARKET

$9,122

B Montague County Bl Cooke County

1 $187,077

I Denton County




DEPOSITS BY MARKET

$38,115

$113,199 1 $592,231

$142,390

Wise County Bl Montague County Bl Cooke County Bl Denton County




LOAN MIX

4% Other
4% Municipal 5% 1-4 Family Residential Construction

2% Other Consumer 8% Other Construction, Land Development & Land

2% Automobile

6% Farmland

15% Commercial & Industrial

@—————1 24% 1-4 Family Residential

3% Agriculture

24% Multi-Family
8% Non-Owner Occupied Commercial Real Estate

16% Owner Occupied Commercial Real Estate

WELL DIVERSIFIED




INVESTMENT MIX

24% Tax Exempt Municipal 57% Agency MBS

19% Agency (Exclude MBS)

WELL DIVERSIFIED
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2016 OVERVIEW ¢
®
&
13/31/16 ®
ASSETS
Cash & Cash Equivalents 33,657 ®
Interest Bearing Deposits In Other Banks 250 &
Securities Available For Sale 447,453
Loans Held For Sale 4,491 ®
Loans Held For Investment 462,857 @
Bank Premises & Equipment 22,929 .
' Intangible Assets 1,249
' Goodwill 12,882 ®
Cash Surrender Value of Life Insurance 12,072 @®
Other Real Estate Owned 0
Other Assets 7,481 ®
TOTAL ASSETS $1,005,321 &
LIABILITIES & STOCK HOLDERS' EQUITY . |
Deposits @
Non-Interest Bearing 287,883 &
Interest Bearing 607,982
TOTAL DEPOSITS 895,865 .
Other Borrowings 22,385 @
Other Liabilities 9,777
Stockholders' Equity ®
Common Stock 2,000 .
Paid-In Capital 18,987 ®
Retained Earnings 65,014
Accumulated Other Comprehensive Income | (5,915) ®
Treasury Stock, At Cost (2,792) &
TOTAL STOCKHOLDERS' EQUITY 77,294
$1,005,321 .
®
®




2016 OVERVIEW

T

1 3/31/16
Interest Income
Interest & Fees On Loans 6,045
Interest On Securities 2,245
Other 99
TOTAL INTEREST INCOME 8,389
Interest Expense
Interest On Deposit Accounts 418
Other 220
TOTAL INTEREST EXPENSE 638
Net Interest Income 7,751
Provision For Loan Losses 200
Net Interest Income After Provision 7,551
Non-Interest Income
Service Charges & Fees 672
Trust Fees 129
Gain On Sales of Securities Available For Sale | 0
Gain On Sales Of Loans 679
Other 784
TOTAL NON-INTEREST INCOME 2,264
Non-Interest Expense
Salaries And Employee Benefits 4,173
Occupancy Of Bank Premises 738
Legal & Professional Fees 128
FDIC Insurance Assessment 126
Other 1,911
TOTAL NON-INTEREST EXPENSE 7,076
Net Income $2,739




FIRST STATE BANK 2015 ACTUAL
TO 2016 FORECAST

EXCEEDING PROJECTIONS
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In 2015, First State Bank’s

EMPLOYEES
volunteered




Proud to be Texas” Oldest State Bank

www.F-S-B.com




