Edgar Filing: OLD NATIONAL BANCORP /IN/ - Form 10-K

OLD NATIONAL BANCORP /IN/
Form 10-K

February 25, 2015
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

Annual Report Pursuant to Section 13 or 15(d)
Of the Securities Exchange Act of 1934
For the fiscal year ended December 31, 2014

Commission File Number 1-15817

OLD NATIONAL BANCORP

(Exact name of the Registrant as specified in its charter)

INDIANA 35-1539838
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)

Table of Contents



Edgar Filing: OLD NATIONAL BANCORP /IN/ - Form 10-K

One Main Street
Evansville, Indiana 47708
(Address of principal executive offices) (Zip Code)

(812) 464-1294
(Registrant s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act

Title of Each Class Name of each exchange on which registered
Common Stock, No Par Value The NASDAQ Stock Market LL.C

Preferred Stock Purchase Rights
Securities registered pursuant to Section 12(g) of the Act:
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Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yes x No ~

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes © No x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (s232.405
of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit
and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (s229.405 of this
chapter) is not contained herein, and will not be contained, to the best of the Registrant s knowledge, in definitive
proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. ~
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Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes ~
No x

The aggregate market value of the Registrant s voting common stock held by non-affiliates on June 30, 2014, was
$1,470,138,456 (based on the closing price on that date of $14.28). In calculating the market value of securities held
by non-affiliates of the Registrant, the Registrant has treated as securities held by affiliates as of June 30, 2014, voting
stock owned of record by its directors and principal executive officers, and voting stock held by the Registrant s trust
department in a fiduciary capacity for benefit of its directors and principal executive officers. This calculation does not
reflect a determination that persons are affiliates for any other purposes.

The number of shares outstanding of the Registrant s common stock, as of January 31, 2015, was 119,827,000.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Proxy Statement for the Annual Meeting of Shareholders to be held May 7, 2015, are incorporated by
reference into Part III of this Form 10-K.
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OLD NATIONAL BANCORP
2014 ANNUAL REPORT ON FORM 10-K
FORWARD-LOOKING STATEMENTS

In this report, we have made various statements regarding current expectations or forecasts of future events, which

speak only as of the date the statements are made. These statements are forward-looking statements within the

meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements are also made from

time-to-time in press releases and in oral statements made by the officers of Old National Bancorp ( Old National, or

the Company ). Forward-looking statements are identified by the words expect, may, could, intend, project,
believe , anticipate and similar expressions. Forward-looking statements also include, but are not limited to, statements

regarding estimated cost savings, plans and objectives for future operations, the Company s business and growth

strategies, including future acquisitions of banks, regulatory developments, and expectations about performance as

well as economic and market conditions and trends.

Such forward-looking statements are based on assumptions and estimates, which although believed to be reasonable,
may turn out to be incorrect. Therefore, undue reliance should not be placed upon these estimates and statements. We
cannot assure that any of these statements, estimates, or beliefs will be realized and actual results may differ from
those contemplated in these forward-looking statements. We undertake no obligation to publicly update any
forward-looking statements, whether as a result of new information, future events, or otherwise. You are advised to
consult further disclosures we may make on related subjects in our filings with the SEC. In addition to other factors
discussed in this report, some of the important factors that could cause actual results to differ materially from those
discussed in the forward-looking statements include the following:

economic, market, operational, liquidity, credit and interest rate risks associated with our business;

economic conditions generally and in the financial services industry;

expected cost savings in connection with the consolidation of recent acquisitions may not be fully realized or
realized within the expected time frames, and deposit attrition, customer loss and revenue loss following
completed acquisitions may be greater than expected;

unexpected difficulties and losses related to FDIC-assisted acquisitions, including those resulting from our
loss-sharing arrangements with the FDIC;

failure to properly understand risk characteristics of newly entered markets;

increased competition in the financial services industry either nationally or regionally, resulting in, among
other things, credit quality deterioration;
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our ability to achieve loan and deposit growth;

volatility and direction of market interest rates;

governmental legislation and regulation, including changes in accounting regulation or standards;

our ability to execute our business plan;

a weakening of the economy which could materially impact credit quality trends and the ability to generate
loans;

changes in the securities markets; and

changes in fiscal, monetary and tax policies.
Investors should consider these risks, uncertainties and other factors in addition to risk factors included in our other
filings with the SEC.
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PART I

ITEM 1. BUSINESS
GENERAL

Old National is a financial holding company incorporated in the State of Indiana and maintains its principal executive
office in Evansville, Indiana. We, through our wholly owned banking subsidiary, provide a wide range of services,
including commercial and consumer loan and depository services, private banking, brokerage, trust, investment
advisory, and other traditional banking services. Through our non-bank affiliates, we provide full service insurance
brokerage services and other financial services. As of December 31, 2014, we employed 2,938 full-time equivalent
associates.

COMPANY PROFILE

Old National Bank, our wholly owned banking subsidiary ( Old National Bank ), was founded in 1834 and is the oldest
company in Evansville, Indiana. In 1982, Old National Bancorp was formed; in 2001 we became a financial holding
company and we are currently the largest financial holding company headquartered in the state of Indiana. Also in

2001, we completed the consolidation of 21 bank charters enabling us to operate under a common name with

consistent product offerings throughout the financial center locations, consolidating back-office operations and

allowing us to provide more convenient service to clients. We provide financial services primarily in Indiana,
southeastern Illinois, western Kentucky, and southwestern Michigan.

OPERATING SEGMENTS

We operate in two segments: banking and insurance. Substantially all of our revenues are, and during the last three
fiscal years have been, derived from customers located in, and substantially all of our assets are located in, the United
States. A description of each segment follows.

Banking Segment

The banking segment operates through Old National Bank, and has traditionally been the most significant contributor
to our revenue and earnings. The primary goal of the banking segment is to provide products and services that address
clients needs and help clients reach their financial goals by offering a broad array of quality services. Our financial
centers focus on convenience factors such as location, space for private consultations and quick client access to
routine transactions.

As of December 31, 2014, Old National Bank operated 195 banking financial centers located primarily in Indiana,
southeastern Illinois, western Kentucky, and southwestern Michigan. The banking segment primarily consists of
lending and depository activities along with cash management, private banking, brokerage, trust and investment
advisory services. In addition, the banking segment includes Indiana Old National Insurance Company ( IONIC ),
which reinsures credit life insurance. IONIC also provides property and casualty insurance for Old National and
reinsures most of the coverage with non-affiliated carriers.

Lending Activities
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We earn interest income on loans as well as fee income from the origination of loans. Lending activities include loans
to individuals which primarily consist of home equity lines of credit, residential real estate loans and consumer loans,
and loans to commercial clients, which include commercial loans, commercial real estate loans, letters of credit and
lease financing. Residential real estate loans are either kept in our loan portfolio or sold to secondary investors, with
gains or losses from the sales being recognized.

Depository Activities

We strive to serve individuals and commercial clients by providing depository services that fit their needs at
competitive rates. We pay interest on the interest-bearing deposits and receive service fee revenue on various
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accounts. Deposit accounts include products such as noninterest-bearing demand, negotiable order of withdrawal

( NOW ), savings and money market, and time deposits. Debit and ATM cards provide clients with access to their
accounts 24 hours a day at any ATM location. We also provide 24-hour telephone access and online banking as well
as other electronic and mobile banking services.

Insurance

The insurance segment offers full-service insurance brokerage services including commercial property and casualty,
surety, loss control services, employee benefits consulting and administration, and personal insurance. Our agencies
offer products that are issued and underwritten by various insurance companies not affiliated with us. In addition, we
have two affiliated third party claims management companies that handle service claims for self-insured clients.

Other

Other Corporate Administrative units such as Human Resources or Finance provide a wide-range of support to our
other income earning segments. Expenses incurred by these support units are charged to the business segments
through an internal cost allocation process, which may not be comparable to that of other companies. The other
segment includes the unallocated portion of other corporate support functions, the elimination of intercompany
transactions and our Corporate Treasury unit. Corporate Treasury activities consist of corporate asset and liability
management. This unit s assets and liabilities (and related interest income and expense) consist of investment
securities, corporate-owned life insurance, and certain borrowings.

Additional information about our business segments is included in Item 7, Management s Discussion and Analysis of
Financial Condition and Results of Operations, and Note 25 to the consolidated financial statements.

MARKET AREA

We own the largest Indiana-based bank and one of the largest independent insurance agencies headquartered in
Indiana. Operating from a home base in Evansville, Indiana, we have continued to grow our footprint in Indiana and
Kentucky and recently entered the state of Michigan. We have expanded into the attractive Louisville, Indianapolis,
Lafayette and southwestern Michigan markets. In February 2007, we expanded into northern Indiana by acquiring St.
Joseph Capital Corporation, which had banking offices in Mishawaka and Elkhart, Indiana. In March 2009, we
completed the acquisition of the Indiana retail branch banking network of Citizens Financial Group, which consisted
of 65 branches and a training facility. The branches are located primarily in the Indianapolis area. On January 1, 2011,
we closed on our acquisition of Monroe Bancorp, strengthening our presence in Bloomington, Indiana and the central
and south central Indiana markets. On July 29, 2011, we acquired the banking operations of Integra Bank N.A.

( Integra ) in an FDIC-assisted transaction. Integra was a full service community bank headquartered in Evansville,
Indiana that operated 52 branch locations, primarily in southwest Indiana, southeastern Illinois and western Kentucky.
On September 15, 2012, we closed on our acquisition of Indiana Community Bancorp ( IBT ), strengthening our
presence in Columbus, Indiana and the south central Indiana market. On July 12, 2013, we closed on our acquisition
of 24 bank branches from Bank of America, which increased our presence in the South Bend/Elkhart, Indiana area and
provided a logical market extension into southwest Michigan. On April 25, 2014, we closed on our acquisition of
Tower Financial Corporation ( Tower ). This acquisition added seven full-service branches in the Fort Wayne, Indiana
market. On July 31, 2014, we completed the acquisition of United Bancorp, Inc. ( United ). This acquisition added 18
branches in the Ann Arbor and southern Michigan area. On November 1, 2014, we completed the acquisition of LSB
Financial Corp. ( LSB ). This acquisition added five branches in Lafayette, Indiana.
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The following table reflects the market locations where we have a significant share of the deposit market. The market
share data is by metropolitan statistical area. The Evansville, Indiana data includes branches in Henderson, Kentucky.

Old National Deposit Market Share and Number of Branch Locations

Deposits as of June 30, 2014

Deposit Market

Number of Share
Market Location Branches Rank
Evansville, Indiana 18
Bloomington, Indiana
Adrian, Michigan
North Vernon, Indiana
Jasper, Indiana
Terre Haute, Indiana
Columbus, Indiana
Vincennes, Indiana
Washington, Indiana
Madisonville, Kentucky
Seymour, Indiana
Mount Vernon, Illinois
Madison, Indiana

—_
— = WD WA U~ =
W W W WD~ ==

Source: FDIC
ACQUISITION AND DIVESTITURE STRATEGY

Since the formation of Old National in 1982, we have acquired over 50 financial institutions and other financial
services businesses. Future acquisitions and divestitures will be driven by a disciplined financial process and will be
consistent with the existing focus on community banking, client relationships and consistent quality earnings.
Targeted geographic markets for acquisitions include mid-size markets within or near our existing franchise with
average to above average growth rates.

As with previous acquisitions, the consideration paid by us will be in the form of cash, debt or Old National stock, or a
combination thereof. The amount and structure of such consideration is based on reasonable growth and cost savings
assumptions and a thorough analysis of the impact on both long- and short-term financial results.

On January 1, 2011, we acquired Monroe Bancorp in an all stock transaction. Monroe Bancorp was headquartered in
Bloomington, Indiana and had 15 banking centers. Pursuant to the merger agreement, the shareholders of Monroe
Bancorp received approximately 7.6 million shares of Old National stock valued at approximately $90.1 million. On
January 1, 2011, unaudited financial statements of Monroe Bancorp showed assets of $808.1 million, which included
$509.6 million of loans, $166.4 million of securities and $711.5 million of deposits. The acquisition strengthened our
deposit market share in the Bloomington, Indiana market and improved our deposit market share rank to first place in
2011.
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On June 1, 2011, Old National s wholly owned trust subsidiary, American National Trust and Investment Management
Company d/b/a Old National Trust Company ( ONTC ), acquired the trust business of Integra. As of the closing, the
trust business had approximately $328 million in assets under management. Old National paid Integra $1.3 million in
an all cash transaction.

On July 29, 2011, Old National acquired the banking operations of Integra in an FDIC- assisted transaction. Integra

was a full service community bank headquartered in Evansville, Indiana that operated 52 branch locations. As part of

the purchase and assumption agreement, Old National and the FDIC entered into loss sharing agreements (each, a loss
sharing agreement and collectively, the loss sharing agreements ), whereby the FDIC will cover a substantial portion of
any future losses on loans (and related unfunded commitments), other real estate owned ( OREO ) and up to 90 days of
certain accrued interest on loans. The acquired loans and OREO subject to the loss sharing agreements are referred to
collectively as covered assets. Under the terms of the loss sharing agreements, the FDIC will reimburse Old National
for 80% of losses up to $275.0 million, losses in excess of $275.0 million up
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to $467.2 million at 0% reimbursement, and 80% of losses in excess of $467.2 million. As of December 31, 2014, we
do not expect losses to exceed $275.0 million. Old National will reimburse the FDIC for its share of recoveries with
respect to losses for which the FDIC has previously reimbursed the Bank under the loss sharing agreements. The loss
sharing provisions of the agreements for commercial and single family residential mortgage loans are in effect for five
and ten years, respectively, from the July 29, 2011 acquisition date and the loss recovery provisions for such loans are
in effect for eight years and ten years, respectively, from the acquisition date.

On September 15, 2012, Old National acquired IBT in an all stock transaction. IBT was headquartered in Columbus,
Indiana and had 17 full-service banking centers serving the South Central Indiana area. Pursuant to the merger
agreement, the shareholders of IBT received approximately 6.6 million shares of Old National common stock valued
at approximately $88.5 million. Old National recorded assets with a fair value of approximately $907.1 million,
including $497.4 million of loans, as well as $784.6 million of deposits. The acquisition strengthened our deposit
market share in Columbus, Indiana and south central Indiana market.

On July 12, 2013, Old National acquired 24 bank branches from Bank of America in a cash transaction. Old National
paid a deposit premium of 2.94%. The acquisition doubled Old National s presence in the South Bend/Elkhart, Indiana
area and provided a logical market extension into southwest Michigan.

On April 25, 2014, Old National acquired Tower through a stock and cash merger. Tower was an Indiana bank
holding company with Tower Bank & Trust Company as its wholly-owned subsidiary. Headquartered in Fort Wayne,
Indiana, Tower operated seven banking centers and had approximately $556 million in trust assets under management
on the closing date of the acquisition. Pursuant to the merger agreement, the shareholders of Tower received
approximately 5.6 million shares of Old National common stock valued at approximately $78.7 million. Old National
recorded assets with a fair value of approximately $683.1 million, including $371.1 million of loans, as well as $528.0
million of deposits. The merger strengthened Old National s position as one of the largest deposit holders in Indiana.

On July 31, 2014, Old National acquired United through a stock and cash merger. United was a Michigan bank
holding company with United Bank & Trust as its wholly-owned subsidiary. Headquartered in Ann Arbor, Michigan,
United operated 18 banking centers and had approximately $688 million in trust assets under management as of

June 30, 2014. Pursuant to the merger agreement, the shareholders of United received approximately 9.1 million
shares of Old National common stock valued at approximately $122.0 million, and the assumption of United s options
and stock appreciation rights, valued at $1.8 million. Old National recorded assets with a fair value of approximately
$952.7 million, including $632.0 million of loans, as well as $763.7 million of deposits. This acquisition added 18
branch offices in the Ann Arbor and southern Michigan area, doubling our presence in this state.

On November 1, 2014, Old National acquired LSB through a stock and cash merger. LSB was savings and loan
holding company with Lafayette Savings Bank as its wholly-owned subsidiary. LSB was the largest bank
headquartered in Lafayette, Indiana and operated five full-service banking centers. Pursuant to the merger agreement,
the shareholders of LSB received approximately 3.6 million shares of Old National common stock valued at
approximately $51.8 million. Old National recorded assets with a fair value of approximately $381.4 million,
including $236.2 million of loans, as well as $292.1 million of deposits. This acquisition added five branches in
Lafayette, Indiana.

Pending Acquisitions at December 31, 2014
On July 28, 2014, Old National announced that it had entered into an agreement to acquire Grand Rapids,
Michigan-based Founders Financial Corporation ( Founders ) through a stock and cash merger. Founders is a bank

holding company with Founders Bank & Trust as its wholly-owned subsidiary. Founders Bank & Trust operates four
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full-service banking centers in Kent County. At December 31, 2014, Founders had total assets of approximately
$459.9 million and $376.1 million of deposit liabilities. Pursuant to the merger agreement, shareholders of Founders
received 3.25 shares of Old National common stock and $38.00 in cash for each share of Founders common stock.
Based upon the December 31, 2014, closing price of $14.88 per share of Old National common stock, the transaction
was valued at approximately $91.7 million. The transaction closed on January 1, 2015.
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Over the past decade, we have determined our desired geographic footprint, transitioning into higher growth markets.
While we cannot rule out another transaction if the situation is right, our immediate focus is on the execution of our
plan in our current footprint.

Management is also committed to improving the quality of its branch network and right-sizing the franchise. We
believe this can be accomplished through the successful integration of our recently acquired bank franchises and the
rationalization of branches which, in our opinion, are not of sufficient size to produce satisfactory returns or are
located in low or negative growth areas.

Divestitures

During 2013, Old National sold 12 branches. Deposits at the time of the sales were approximately $178.2 million and
the Company received deposit premiums of $2.9 million. Also in 2013, in an effort to provide an efficient and
effective branch banking network, Old National consolidated 23 additional banking centers into existing branch
locations.

Subsequent to December 31, 2014, Old National announced plans to sell its southern Illinois franchise (twelve
branches), four branches in eastern Indiana and one in Ohio as part of its ongoing efficiency improvements. At
December 31, 2014, $197.9 million of loans associated with these transactions were classified as held for sale.
Deposits of approximately $620.0 million will also be included in the sales. In addition, the Company announced
plans to consolidate or close 19 branches throughout the Old National franchise based on an ongoing assessment of
our service and delivery network and on our goal to continue to move our franchise into stronger growth markets. It is
currently expected that these transactions will be completed prior to September 30, 2015.

COMPETITION

The banking industry and related financial service providers operate in a highly competitive market. Old National
competes with financial service providers such as local, regional and national banking institutions, savings and loan
associations, credit unions, finance companies, investment brokers, and mortgage banking companies. In addition, Old
National s non-bank services face competition with asset managers and advisory services, money market and mutual
fund companies and insurance agencies.

SUPERVISION AND REGULATION

Old National is subject to extensive regulation under federal and state laws. The regulatory framework is intended
primarily for the protection of depositors, federal deposit insurance funds and the banking system as a whole and not
for the protection of shareholders and creditors.

Significant elements of the laws and regulations applicable to Old National and its subsidiaries are described below.
The description is qualified in its entirety by reference to the full text of the statutes, regulations and policies that are
described. Also, such statutes, regulations and policies are continually under review by Congress and state legislatures
and federal and state regulatory agencies. A change in statutes, regulations or regulatory policies applicable to Old
National and its subsidiaries could have a material effect on the business of the Company.

The Dodd-Frank Act. On July 21, 2010, financial regulatory reform legislation entitled the Dodd-Frank Wall Street
Reform and Consumer Protection Act (the Dodd-Frank Act ) was signed into law. The Dodd-Frank Act significantly
restructured the financial regulatory environment in the United States. The Dodd-Frank Act contains numerous
provisions that affect all bank holding companies and banks, including Old National and Old National Bank, some of
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which are described in more detail below. The scope and impact of many of the Dodd-Frank Act s provisions will be
determined over time as regulations are issued and become effective. While the total impact of the fully implemented
Dodd-Frank Act on Old National is not currently known, we expect the impact to be substantial; and it may have an
adverse impact on its financial performance and growth opportunities. Provisions in the legislation that affect the
payment of interest on demand deposits and collection of interchange fees are likely to increase the costs associated
with deposits as well as place limitations on certain revenues those deposits may generate.
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The Volcker Rule. Section 619 of the Dodd-Frank Act contains provisions prohibiting proprietary trading and

restricting the activities involving private equity and hedge funds (the Volcker Rule ). Rules implementing the Volcker
Rule were adopted in December 2013. Proprietary trading is defined as the trading of securities, derivatives, or futures
(or options on any of the foregoing) as principal, where such trading is principally for the purpose of short-term resale,
benefiting from actual or expected short-term price movements and realizing short-term arbitrage profits. The rule s
definition of proprietary trading specifically excludes market-making-related activity, certain government issued
securities trading and certain risk management activities. Old National and Old National Bank do not engage in any
prohibited proprietary trading activities.

The final text of the Volcker Rule contained provisions to the effect that collateralized debt obligations ( CDOs ),
including pooled trust preferred securities, would have to be sold prior to July 15, 2015. The practical implication of
this rule provision, which was not expected by the industry, was that those instruments could no longer be accorded

held-to-maturity accounting treatment but would have to be switched to available-for-sale accounting, and that all
covered CDOs, regardless of the accounting classification, would need to be adjusted to fair value through an
other-than-temporary-impairment non-cash charge to earnings. On January 14, 2014, federal banking agencies
released an interim final rule regarding the Volcker Rule s impact on trust preferred CDOs, which included a
nonexclusive list of CDOs backed by trust preferred securities that depository institutions will be permitted to
continue to hold. All of the trust preferred securities owned by Old National are on this list and held as

available-for-sale . In December 2014, the Federal Reserve granted a one year extension on divestiture to July 2016.
An additional one year extension is expected to be approved, which would extend the conformance period to July
2017. Any unrealized losses associated with these instruments have already impacted our capital.

The Durbin Amendment. The Dodd-Frank Act included provisions (the Durbin Amendment ) which restrict
interchange fees to those which are reasonable and proportionate for certain debit card issuers and limits the ability of
networks and issuers to restrict debit card transaction routing. The Federal Reserve issued final rules implementing the
Durbin Amendment on June 29, 2011. In the final rules, interchange fees for debit card transactions were capped at
$0.21 plus five basis points in order to be eligible for a safe harbor such that the fee is conclusively determined to be
reasonable and proportionate. The interchange fee restrictions contained in the Durbin Amendment, and the rules
promulgated thereunder, apply to debit card issuers with $10 billion or more in total consolidated assets. We exceeded
$10 billion in assets during the second quarter of 2014 and will be subject to these interchange fee restrictions

beginning July 1, 2015.

Bank Holding Company Regulation. Old National is registered as a bank holding company and has elected to be a
financial holding company. It is subject to the supervision of, and regulation by, the Board of Governors of the
Federal Reserve System ( Federal Reserve ) under the Bank Holding Company Act of 1956, as amended ( BHC Act ).
The Federal Reserve has issued regulations under the BHC Act requiring a bank holding company to serve as a source
of financial and managerial strength to its subsidiary banks. It is the policy of the Federal Reserve that, pursuant to
this requirement, a bank holding company should stand ready to use its resources to provide adequate capital funds to
its subsidiary banks during periods of financial stress or adversity. Under this requirement, Old National is expected to
commit resources to support Old National Bank, including at times when Old National may not be in a financial
position to provide such resources. Any capital loans by a bank holding company to any of its subsidiary banks are
subordinate in right of payment to depositors and to certain other indebtedness of such subsidiary banks. In the event
of a bank holding company s bankruptcy, any commitment by the bank holding company to a federal bank regulatory
agency to maintain the capital of a subsidiary bank will be assumed by the bankruptcy trustee and entitled to priority
of payment.

The BHC Act requires the prior approval of the Federal Reserve to acquire more than a 5% voting interest of any bank
or bank holding company. Additionally, the BHC Act restricts Old National s non-banking activities to those which are
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determined by the Federal Reserve to be closely related to banking and a proper incident thereto.

Under the Federal Deposit Insurance Corporation Improvement Act of 1991 ( FDICIA ), a bank holding company is
required to guarantee the compliance of any insured depository institution subsidiary that may become

undercapitalized (as defined in FDICIA) with the terms of any capital restoration plan filed by such subsidiary with its
appropriate federal bank regulatory agency.
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Capital and Liquidity Requirements. Bank holding companies are required to comply with the Federal Reserve s
risk-based capital guidelines. The Federal Deposit Insurance Corporation ( FDIC ) and the Office of the Comptroller of
the Currency ( OCC ) have adopted risk-based capital ratio guidelines to which depository institutions under their
respective supervision, including Old National Bank, are subject. The guidelines establish a systematic analytical
framework that makes regulatory capital requirements more sensitive to differences in risk profiles among banking
organizations. Risk-based capital ratios are determined by allocating assets and specified off-balance sheet

commitments to four risk-weighted categories, with higher levels of capital being required for the categories perceived
as representing greater risk. Old National s banking affiliate, Old National Bank, exceeded all risk-based minimum
capital requirements of the FDIC and OCC as of December 31, 2014. For Old National s regulatory capital ratios and
regulatory requirements as of December 31, 2014 and 2013, see Note 23 to the consolidated financial statements.

The federal regulatory authorities current risk-based capital guidelines are based upon the 1988 capital accord of the
Basel Committee on Banking Supervision. The Basel Committee is a committee of central banks and bank regulators
from the major industrialized countries that develops broad policy guidelines for use by a country s regulators in
determining appropriate supervisory policies. In December 2010 and January 2011, the Basel Committee published
the final texts of reforms on capital and liquidity supervisory policies generally referred to as Basel I1I.

Effective July 2, 2013, the Federal Reserve and the OCC approved final rules known as the Basel III Capital Rules
substantially revising the risk-based capital and leverage capital requirements applicable to bank holding companies
and depository institutions, including Old National and Old National Bank. The Basel III Capital Rules address the
components of capital and other issues affecting the numerator in banking institutions regulatory capital ratios. Basel
IIT Capital Rules also implement the requirements of Section 939A of the Dodd-Frank Act to remove references to
credit ratings from the federal banking agencies rules. Certain of the Basel III Capital Rules came into effect for Old
National and Old National Bank on January 1, 2015; these rules are subject to a phase-in period which began on
January 1, 2015.

The Basel III Capital Rules introduced a new capital measure Common Equity Tier 1 ( CET1 ). The rules specify that
Tier 1 capital consists of CET1 and Additional Tier 1 capital instruments meeting specified requirements. CET1
capital consists of common stock instruments that meet the eligibility criteria in the final rules, retained earnings,
accumulated other comprehensive income and common equity Tier 1 minority interest. The rules also define CET1
narrowly by requiring that most adjustments to regulatory capital measures be made to CET1, and not to the other
components of capital. They also expand the scope of the adjustments as compared to existing regulations.

When fully phased-in on January 1, 2019, the Basel III Capital Rules will require banking organizations to maintain:

a minimum ratio of CET1 to risk-weighted assets of at least 4.5%, plus a 2.5% capital conservation buffer
(which is added to the 4.5% CET1 ratio as that buffer is phased-in, effectively resulting in a minimum ratio
of CET1 to risk-weighted assets of at least 7.0% upon full implementation);

a minimum ratio of Tier 1 capital to risk-weighted assets of at least 6.0%, plus the 2.5% capital conservation
buffer (which is added to the 6.0% Tier 1 capital ratio as that buffer is phased-in, effectively resulting in a
minimum Tier 1 capital ratio of 8.5% upon full implementation);
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a minimum ratio of total capital (that is, Tier 1 plus Tier 2 capital) to risk-weighted assets of at least 8.0%,
plus the 2.5% capital conservation buffer (which is added to the 8.0% total capital ratio as that buffer is
phased-in, effectively resulting in a minimum total capital ratio of 10.5% upon full implementation); and

a minimum leverage ratio of 4.0%, calculated as the ratio of Tier 1 capital to adjusted average consolidated
assets.
The Basel III Capital Rules also provide for a countercyclical capital buffer that is applicable to only certain covered
institutions and is not expected to have any current applicability to Old National or Old National Bank.

The aforementioned capital conservation buffer is designed to absorb losses during periods of economic stress.
Banking institutions with a ratio of CET1 to risk-weighted assets above the minimum but below the conservation

buffer will face limitations on the payment of dividends, common stock repurchases and discretionary cash payments
to executive officers based on the amount of the shortfall.

10
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The Basel III Capital Rules provides for a number of deductions from and adjustments to CET1. These include, for
example, the requirement that mortgage servicing rights, deferred tax assets dependent upon future taxable income

and significant investments in non-consolidated financial entities be deducted from CET]1 to the extent that any one

such category exceeds 10% of CET1 or all such categories in the aggregate exceed 15% of CET1. Under current

capital standards, the effects of accumulated other comprehensive income items included in capital are excluded for

the purposes of determining regulatory capital ratios. Under the Basel III Capital Rules, Old National and Old

National Bank are given a one-time election (the Opt-out Election ) to filter certain accumulated other comprehensive
income ( AOCI ) components, comparable to the treatment under the current general risk-based capital rule. The AOCI
Opt-out Election must be made on the March 31, 2015 Call Report and FR Y-9C for Old National Bank and Old
National, respectively. The Company intends to choose the Opt-out Election.

Implementation of the deductions and other adjustments to CET1 will begin on January 1, 2015 and will be phased-in
over a five-year period (20% per year). The implementation of the capital conservation buffer will begin on January 1,
2016 at the 0.625% level and be phased-in over a four-year period (increasing by that amount on each subsequent
January 1, until it reaches 2.5% on January 1, 2019).

In addition, the Basel III Capital Rules revise the rules for calculating risk-weighted assets to enhance their risk
sensitivity. They establish a new framework under which mortgage-backed securities and other securitization
exposures will be subject to risk-weights ranging from 20% to 1,250%. The rules also establish adjusted risk-weights
for credit exposures, including multi-family and commercial real estate exposures that are 90 days or more past due or
on non-accrual, which will be subject to a 150% risk-weight, except in situations where qualifying collateral and/or
guarantees are in place. The existing treatment of residential mortgage exposures will remain subject to either a 50%
risk-weight (for prudently underwritten owner-occupied first liens that are current or less than 90 days past due) or a
100% risk-weight (for all other residential mortgage exposures including 90 days or more past due exposures).

Management believes that, as of December 31, 2014, Old National and Old National Bank would meet all capital
adequacy requirements under the Basel III Capital Rules on a fully phased-in basis if such requirements were
currently effective. Requirements to maintain higher levels of capital or to maintain higher levels of liquid assets
could adversely impact the Company s net income.

The final Basel III Capital Rules were effective for Old National on January 1, 2015. The final rules permit banks with
less than $15 billion in assets to continue to treat trust preferred securities as Tier 1 capital. This treatment is
permanently grandfathered as Tier 1 capital even if Old National should ever exceed $15 billion assets due to organic
growth. Should Old National exceed $15 billion in assets as the result of a merger or acquisition, then the Tier 1
treatment of its outstanding trust preferred securities will be phased out, but those securities will still be treated as Tier
2 capital. The final rule also permits banks with less than $250 billion in assets to choose to continue excluding
unrealized gains and losses on certain securities holdings for purposes of calculating regulatory capital. Old National
must make this choice in its March 31, 2015 Call Report. The Company intends to choose the Opt-out Election. The
rules limit a banking organization s capital distributions and certain discretionary bonus payments if the banking
organization does not hold a capital conservation buffer consisting of a specified amount of CET1 capital in addition
to the amount necessary to meet its minimum risk-based capital requirements.

Historically, the regulation and monitoring of bank and bank holding company liquidity has been addressed as a
supervisory matter, without minimum required formulaic measures. The Basel III liquidity framework requires banks
and bank holding companies to measure their liquidity against specific liquidity tests that, although similar in some
respects to liquidity measures historically applied by banks and regulators for management and supervisory purposes,
going forward would be required by regulation. One test, referred to as the liquidity coverage ratio ( LCR ), is designed
to ensure that the banking entity maintains an adequate level of unencumbered high-quality liquid assets equal to the
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entity s expected net cash outflow for a 30-day time horizon (or, if greater, 25% of its expected total cash outflow)
under an acute liquidity stress scenario. The other test, referred to as the net stable funding ratio ( NSFR ), is designed
to promote more medium- and long-term funding of the assets and activities of banking entities over a one-year time
horizon. These requirements are expected to incent banking entities to increase
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their holdings of U.S. Treasury securities and other sovereign debt as a component of assets and increase the use of
long-term debt as a funding source. The Basel III liquidity framework was implemented as a minimum standard on
January 1, 2015, with a phase-in period ending January 1, 2019. The NSFR will be subject to an observation period
through mid-2016 and, subject to any revisions resulting from the analyses conducted and data collected during the
observation period, implemented as a minimum standard by January 1, 2018. These new standards are subject to
further rulemaking and their terms may well change before implementation. The federal banking agencies have not
proposed rules implementing the Basel III liquidity framework and have not determined to what extent they will apply
to U.S. banks that are not large, internationally active banks.

Management believes that, as of December 31, 2014, Old National Bank would meet the LCR requirement under the
Basel III on a fully phased-in basis if such requirements were currently effective. Management s evaluation of the
impact of the NSFR requirement is ongoing as of December 31, 2014. Requirements to maintain higher levels of
liquid assets could adversely impact the Company s net income.

Stress Tests. The Dodd-Frank Act mandates company-run stress test requirements for U.S. bank holding companies
with total consolidated assets of $10 billion to $50 billion. The objective of the stress test is to ensure that the financial
institution has capital planning processes that account for its unique risks, and to help ensure that the institution has
sufficient capital to continue operations throughout times of economic and financial stress. The stress tests are
conducted with baseline, adverse and severely adverse economic scenarios. The final stress test rule defines total
consolidated assets as the average of the institution s total consolidated assets over the four most recent consecutive
quarters as reported in the institution s Call Report. An institution must comply with the stress test requirements
beginning with the stress test cycle that commences in the calendar year after the year in which the institution meets
the asset threshold. Old National s consolidated assets exceeded $10 billion in the second quarter of 2014, and will be
required to submit a stress test report in 2016. Requirements to maintain higher levels of capital or liquidity to address
potential adverse stress scenarios could adversely impact the Company s net income.

Prompt Corrective Action Regulations. The Federal Deposit Insurance Act (the FDIA ) requires, among other things,
federal bank regulatory authorities to take prompt corrective action with respect to banks which do not meet minimum
capital requirements. Under current prompt corrective action regulations, a bank will be (i) well capitalized if the
institution has a total risk-based capital ratio of 10.0% or greater, a Tier 1 risk-based capital ratio of 6.0% or greater,

and a leverage ratio of 5.0% or greater, and is not subject to any order or written directive by any such regulatory
authority to meet and maintain a specific capital level for any capital measure; (ii) adequately capitalized if the
institution has a total risk-based capital ratio of 8.0% or greater, a Tier 1 risk-based capital ratio of 4.0% or greater,

and a leverage ratio of 4.0% or greater and is not well capitalized ; (iii) undercapitalized if the institution has a total
risk-based capital ratio that is less than 8.0%, a Tier 1 risk-based capital ratio of less than 4.0% or a leverage ratio of

less than 4.0%; (iv) significantly undercapitalized if the institution has a total risk-based capital ratio of less than
6.0%, a Tier 1 risk-based capital ratio of less than 3.0% or a leverage ratio of less than 3.0%; and (v) critically
undercapitalized if the institution s tangible equity is equal to or less than 2.0% of average quarterly tangible assets. An
institution may be downgraded to, or deemed to be in, a capital category that is lower than indicated by its capital

ratios if it is determined to be in an unsafe or unsound condition or if it receives an unsatisfactory examination rating
with respect to certain matters. A bank s capital category is determined solely for the purpose of applying prompt
corrective action regulations, and the capital category may not constitute an accurate representation of the bank s

overall financial condition or prospects for other purposes.

The Basel III Capital Rules revised the prompt corrective action regulations pursuant to Section 38 of the FDIA, by:
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introducing a CET1 ratio requirement at each level (other than critically undercapitalized), with the required
CET]1 ratio being 6.5% for well-capitalized status;

increasing the minimum Tier 1 capital ratio requirement for each category, with the minimum Tier 1
risk-based capital ratio for well-capitalized status being 8.0% (as compared to the current 6.0%); and

eliminating the current provision that provides that a bank with a composite supervisory rating of 1 may
have a 3.0% leverage ratio and still be well-capitalized.
The FDIA generally prohibits a depository institution from making any capital distributions (including payment of a
dividend) or paying any management fee to its parent holding company if the depository institution would thereafter
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be undercapitalized. = Undercapitalized institutions are subject to growth limitations and are required to submit a capital
restoration plan. The agencies may not accept such a plan without determining, among other things, that the plan is

based on realistic assumptions and is likely to succeed in restoring the depository institution s capital. In addition, for a
capital restoration plan to be acceptable, the depository institution s parent holding company must guarantee that the
institution will comply with such capital restoration plan. The bank holding company must also provide appropriate
assurances of performance. The aggregate liability of the parent holding company is limited to the lesser of (i) an

amount equal to 5.0% of the depository institution s total assets at the time it became undercapitalized and (ii) the

amount which is necessary (or would have been necessary) to bring the institution into compliance with all capital

standards applicable with respect to such institution as of the time it fails to comply with the plan. If a depository

institution fails to submit an acceptable plan, it is treated as if it is significantly undercapitalized.

Significantly undercapitalized depository institutions may be subject to a number of requirements and restrictions,
including orders to sell sufficient voting stock to become adequately capitalized, requirements to reduce total assets,
and cessation of receipt of deposits from correspondent banks. Critically undercapitalized institutions are subject to
the appointment of a receiver or conservator.

Management believes that, as of December 31, 2014, Old National Bank was well capitalized based on the
aforementioned existing ratios and the ratios as modified by the Basel III Capital Rules.

Deposit Insurance. Substantially all of the deposits of Old National Bank are insured up to applicable limits by the
Deposit Insurance Fund ( DIF ) of the FDIC and Old National Bank is subject to deposit insurance assessments to
maintain the DIF. Deposit insurance assessments are based on average consolidated total assets minus average

tangible equity. Under the FDIC s risk-based assessment system, insured institutions with less than $10 billion in
assets, such as Old National Bank, are assigned to one of four risk categories based on supervisory evaluations,
regulatory capital level, and certain other factors, with less risky institutions paying lower assessments. An institution s
assessment rate depends upon the category to which it is assigned and certain other factors.

The initial base assessment rate ranges from 5 to 35 basis points on an annualized basis. After the effect of potential
base-rate adjustments, the total base assessment rate could range from 2.5 to 45 basis points on an annualized basis.
As the DIF reserve ratio grows, the rate schedule will be adjusted downward. Additionally, an institution must pay an
additional premium equal to 50 basis points on every dollar (above 3% of an institution s Tier 1 capital) of long-term,
unsecured debt held that was issued by another insured depository institution (excluding debt guaranteed under the
Temporary Liquidity Guarantee Program). The FDIC has the authority to raise or lower assessment rates, subject to
limits, and to impose special additional assessments.

In October 2010, the FDIC adopted a new DIF restoration plan to ensure that the DIF reserve ratio reaches 1.35% by
December 31, 2020, as required by the Dodd-Frank Act. At least semi-annually, the FDIC will update its loss and
income projections for the fund and, if needed, will increase or decrease assessment rates, following
notice-and-comment rulemaking if required.

The temporary unlimited deposit insurance coverage for non-interest-bearing transaction accounts that became
effective on December 31, 2010 pursuant to rules adopted in accordance with the Dodd-Frank Act terminated on
December 31, 2012. These accounts are now insured under the general deposit insurance coverage rules of the FDIC.

Under the FDIA, the FDIC may terminate deposit insurance upon a finding that the institution has engaged in unsafe

and unsound practices, is in an unsafe or unsound condition to continue operations, or has violated any applicable law,
regulation, rule, order or condition imposed by the FDIC.
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Safety and Soundness Regulations In accordance with the FDIA, the federal banking agencies adopted guidelines
establishing general standards relating to internal controls, information systems, internal audit systems, loan
documentation, credit underwriting, interest rate risk exposure, asset growth, asset quality, earnings, compensation,
fees and benefits. In general, the guidelines require, among other things, appropriate systems and practices to identify
and manage the risks and exposures specified in the guidelines. The guidelines prohibit excessive compensation as an
unsafe and unsound practice and describe compensation as excessive when the amounts paid are
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unreasonable or disproportionate to the services performed by an executive officer, employee, director or principal
shareholder. In addition, regulations adopted by the federal banking agencies authorize the agencies to require that an
institution that has been given notice that it is not satisfying any of such safety and soundness standards to submit a
compliance plan. If, after being so notified, the institution fails to submit an acceptable compliance plan or fails in any
material respect to implement an accepted compliance plan, the agency must issue an order directing corrective
actions and may issue an order directing other actions of the types to which an undercapitalized institution is subject
under the prompt corrective action provisions of FDIA. If the institution fails to comply with such an order, the
agency may seek to enforce such order in judicial proceedings and to impose civil money penalties.

Incentive Compensation. The Dodd-Frank Act requires the federal bank regulatory agencies and the SEC to establish
joint regulations or guidelines prohibiting incentive-based payment arrangements at specified regulated entities, such
as Old National and Old National Bank, having at least $1 billion in total assets that encourage inappropriate risks by
providing an executive officer, employee, director or principal shareholder with excessive compensation, fees, or
benefits or that could lead to material financial loss to the entity. In addition, these regulators must establish
regulations or guidelines requiring enhanced disclosure to regulators of incentive-based compensation arrangements.
The agencies proposed such regulations in April 2011, but the regulations have not been finalized. If the regulations
are adopted in the form initially proposed, they will impose limitations on the manner in which Old National may
structure compensation for its executives.

In June 2010, the Federal Reserve Board, OCC and FDIC issued comprehensive final guidance on incentive
compensation policies intended to ensure that the incentive compensation policies of banking organizations do not
undermine the safety and soundness of such organizations by encouraging excessive risk-taking. The guidance, which
covers all employees that have the ability to materially affect the risk profile of an organization, either individually or
as part of a group, is based upon the key principles that a banking organization s incentive compensation arrangements
should (i) provide incentives that do not encourage risk-taking beyond the organization s ability to effectively identify
and manage risks, (ii) be compatible with effective internal controls and risk management, and (iii) be supported by
strong corporate governance, including active and effective oversight by the organization s board of directors. These
three principles are incorporated into the proposed joint compensation regulations under the Dodd-Frank Act,
discussed above.

The Federal Reserve Board will review, as part of the regular, risk-focused examination process, the incentive
compensation arrangements of banking organizations, such as Old National, that are not large, complex banking
organizations. These reviews will be tailored to each organization based on the scope and complexity of the
organization s activities and the prevalence of incentive compensation arrangements. The findings of the supervisory
initiatives will be included in reports of examination. Deficiencies will be incorporated into the organization s
supervisory ratings, which can affect the organization s ability to make acquisitions and take other actions.

Enforcement actions may be taken against a banking organization if its incentive compensation arrangements, or
related risk-management control or governance processes, pose a risk to the organization s safety and soundness and
the organization is not taking prompt and effective measures to correct the deficiencies.

Loans to One Borrower. Old National Bank generally may not make loans or extend credit to a single or related
group of borrowers in excess of 15% of unimpaired capital and surplus. An additional amount may be loaned, up to
10% of unimpaired capital and surplus, if the loan is secured by readily marketable collateral, which generally does
not include real estate. As of December 31, 2014, Old National Bank was in compliance with the
loans-to-one-borrower limitations.
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Depositor Preference. The FDIA provides that, in the event of the liquidation or other resolution of an insured
depository institution, the claims of depositors of the institution, including the claims of the FDIC as subrogee of
insured depositors, and certain claims for administrative expenses of the FDIC as a receiver, will have priority over
other general unsecured claims against the institution. If an insured depository institution fails, insured and uninsured
depositors, along with the FDIC, will have priority in payment ahead of unsecured, non-deposit creditors, including
depositors whose deposits are payable only outside of the United States and the parent bank holding company, with
respect to any extensions of credit they have made to such insured depository institution.
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Community Reinvestment Act. The Community Reinvestment Act of 1977 ( CRA ) requires depository institutions to
assist in meeting the credit needs of their market areas consistent with safe and sound banking practice. Under the
CRA, each depository institution is required to help meet the credit needs of its market areas by, among other things,
providing credit to low- and moderate-income individuals and communities. Depository institutions are periodically
examined for compliance with the CRA and are assigned ratings that must be publicly disclosed. In order for a
financial holding company to commence any new activity permitted by the BHC Act, or to acquire any company
engaged in any new activity permitted by the BHC Act, each insured depository institution subsidiary of the financial
holding company must have received a rating of at least satisfactory in its most recent examination under the CRA.
Furthermore, banking regulators take into account CRA ratings when considering approval of certain applications.
Old National Bank received a rating of outstanding in the report received in 2014 for the CRA examination for the
period ended December 31, 2012.

Financial Privacy. The federal banking regulators adopted rules that limit the ability of banks and other financial
institutions to disclose non-public information about consumers to nonaffiliated third parties. These limitations require
disclosure of privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of
certain personal information to a nonaffiliated third party. These regulations affect how consumer information is
transmitted through diversified financial companies and conveyed to outside vendors.

Old National Bank is also subject to regulatory guidelines establishing standards for safeguarding customer
information. These guidelines describe the federal banking agencies expectations for the creation, implementation and
maintenance of an information security program, which would include administrative, technical and physical
safeguards appropriate to the size and complexity of the institution and the nature and scope of its activities. The
standards set forth in the guidelines are intended to ensure the security and confidentiality of customer records and
information, protect against any anticipated threats or hazards to the security or integrity of such records and protect
against unauthorized access to or use of such records or information that could result in substantial harm or
inconvenience to any customer.

Anti-Money Laundering and the USA Patriot Act. A major focus of governmental policy on financial institutions in
recent years has been aimed at combating money laundering and terrorist financing. The USA PATRIOT Act of 2001
(the USA Patriot Act ) substantially broadened the scope of United States anti-money laundering laws and regulations
by imposing significant new compliance and due diligence obligations of financial institutions, creating new crimes

and penalties and expanding the extra-territorial jurisdiction of the United States. Failure of a financial institution to
maintain and implement adequate programs to combat money laundering and terrorist financing, or to comply with all
of the relevant laws or regulations, could have serious legal and reputational consequences for the institution,

including causing applicable bank regulatory authorities not to approve merger or acquisition transactions when
regulatory approval is required or to prohibit such transactions even if approval is not required.

Office of Foreign Assets Control Regulation. The United States has imposed economic sanctions that affect
transactions with designated foreign countries, nationals and others which are administered by the U.S. Treasury
Department Office of Foreign Assets Control. Failure to comply with these sanctions could have serious legal and
reputational consequences, including causing applicable bank regulatory authorities not to approve merger or
acquisition transactions when regulatory approval is required or to prohibit such transactions even if approval is not
required.

Transactions with Affiliates. Transactions between Old National Bank and its affiliates are regulated by the Federal
Reserve under sections 23A and 23B of the Federal Reserve Act and related regulations. These regulations limit the
types and amounts of covered transactions engaged in by Old National Bank and generally require those transactions
to be on an arm s-length basis. The term affiliate is defined to mean any company that controls or is under common
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control with Old National Bank and includes Old National and its non-bank subsidiaries. Covered transactions include
a loan or extension of credit, as well as a purchase of securities issued by an affiliate, a purchase of assets (unless
otherwise exempted by the Federal Reserve) from the affiliate, certain derivative transactions that create a credit
exposure to an affiliate, the acceptance of securities issued by the affiliate as collateral for a loan, and the issuance of a
guarantee, acceptance or letter of credit on behalf of an affiliate. In general, these regulations require that any such
transaction by Old National Bank (or its subsidiaries) with an affiliate must be secured by designated amounts of
specified collateral and must be limited to certain thresholds on an individual and aggregate basis.
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Federal law also limits Old National Bank s authority to extend credit to its directors, executive officers and 10%
shareholders, as well as to entities controlled by such persons. Among other things, extensions of credit to insiders are
required to be made on terms that are substantially the same as, and follow credit underwriting procedures that are not
less stringent than, those prevailing for comparable transactions with unaffiliated persons. Also, the terms of such
extensions of credit may not involve more than the normal risk of repayment or present other unfavorable features and
may not exceed certain limitations on the amount of credit extended to such persons, individually and in the
aggregate, which limits are based, in part, on the amount of Old National Bank s capital.

Federal Home Loan Bank System. Old National Bank is a member of the Federal Home Loan Bank System, which
consists of 12 regional Federal Home Loan Banks. The Federal Home Loan Bank System provides a central credit
facility primarily for member institutions. As a member of the Federal Home Loan Bank of Indianapolis ( FHLBI ), Old
National Bank is required to acquire and hold shares of capital stock of the FHLBI in an amount at least equal to the
sum of the membership stock purchase requirement, determined on an annual basis at the end of each calendar year,
and the activity-based stock purchase requirement, determined on a daily basis. For Old National Bank, the
membership stock purchase requirement is 1.0% of the Mortgage-Related Assets, as defined by the FHLBI, which
consists principally of residential mortgage loans and mortgage-backed securities, held by Old National Bank. The
activity-based stock purchase requirement is equal to the sum of: (1) a specified percentage ranging from 2.0% to
5.0%, which for Old National Bank is 5.0%, of outstanding borrowings from the FHLBI; (2) a specified percentage
ranging from 0.0% to 5.0%, which for Old National Bank is 3.0%, of the outstanding principal balance of Acquired
Member Assets, as defined by the FHLBI, and delivery commitments for Acquired Member Assets; (3) a specified
dollar amount related to certain off-balance sheet items, which for Old National Bank is inapplicable; and (4) a
specified percentage ranging from 0.0% to 5.0% of the carrying value on the FHLBI s balance sheet of derivative
contracts between the FHLBI and Old National Bank, which for Old National Bank is inapplicable. The FHLBI can
adjust the specified percentages and dollar amount from time to time within the ranges established by the FHLBI
capital plan. As of December 31, 2014, Old National Bank was in compliance with the minimum stock ownership
requirement.

Federal Reserve System. Federal Reserve regulations require depository institutions to maintain cash reserves against
their transaction accounts (primarily NOW and demand deposit accounts). A reserve of 3% is to be maintained against
aggregate transaction accounts between $12.4 million and $79.5 million (subject to adjustment by the Federal
Reserve) plus a reserve of 10% (subject to adjustment by the Federal Reserve between 8% and 14%) against that
portion of total transaction accounts in excess of $79.5 million. The first $12.4 million of otherwise reservable
balances (subject to adjustment by the Federal Reserve) is exempt from the reserve requirements. Old National Bank
is in compliance with the foregoing requirements.

Other Regulations. Old National Bank is subject to federal consumer protection statutes and regulations promulgated
under those laws, including, but not limited to, the:

Truth-In-Lending Act and Regulation Z, governing disclosures of credit terms to consumer borrowers;

Home Mortgage Disclosure Act and Regulation C, requiring financial institutions to provide certain
information about home mortgage and refinanced loans;
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Fair Credit Reporting Act and Regulation V, governing the provision of consumer information to credit
reporting agencies and the use of consumer information;

Equal Credit Opportunity Act and Regulation B, prohibiting discrimination on the basis of race, religion or
other prohibited factors in the extension of credit;

Fair Debt Collection Act, governing the manner in which consumer debts may be collected by collection
agencies;

Truth in Savings Act and Regulation DD, which requires disclosure of deposit terms to consumers;

Regulation CC, which relates to the availability of deposit funds to consumers;

Right to Financial Privacy Act, which imposes a duty to maintain the confidentiality of consumer financial
records and prescribes procedures for complying with administrative subpoenas of financial records; and

Electronic Funds Transfer Act, governing automatic deposits to and withdrawals from deposit accounts and
customers rights and liabilities arising from the use of automated teller machines and other electronic
banking services.
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The Dodd-Frank Act also significantly impacts the various consumer protection laws, rules and regulations applicable
to financial institutions. The statute rolls back the federal preemption of state consumer protection laws that was
enjoyed by national banks by (1) requiring that a state consumer financial law prevent or significantly interfere with
the exercise of a national bank s powers before it can be preempted, (2) mandating that any preemption decision be
made on a case by case basis rather than a blanket rule, and (3) ending the applicability of preemption to subsidiaries
and affiliates of national banks. As a result, we may now be subject to state consumer protection laws in each state
where we do business, and those laws may be interpreted and enforced differently in each state.

The Dodd-Frank Act also created a new Consumer Financial Protection Bureau ( CFPB ), which took over
responsibility for enforcing the principal federal consumer protection laws, such as the Truth in Lending Act, the
Equal Credit Opportunity Act, the Real Estate Settlement Procedures Act and the Truth in Saving Act, among others,
on July 21, 2011. Institutions that have assets of $10 billion or less will continue to be supervised and examined in this
area by their primary federal regulators (in the case of the Bank, the OCC). Old National s consolidated assets
exceeded $10 billion in the second quarter of 2014 and is now subject to the regulation of the CFPB.

The CFPB has broad rulemaking authority for a wide range of consumer financial laws that apply to all banks
including, among other things, the authority to prohibit unfair, deceptive, or abusive acts and practices. Abusive acts
or practices are defined as those that (1) materially interfere with a consumer s ability to understand a term or condition
of a consumer financial product or service, or (2) take unreasonable advantage of a consumer s (a) lack of financial
savvy, (b) inability to protect himself in the selection or use of consumer financial products or services, or

(c) reasonable reliance on a covered entity to act in the consumer s interests. The CFPB has the authority to investigate
possible violations of federal consumer financial law, hold hearings and commence civil litigation. The CFPB can

issue cease-and-desist orders against banks and other entities that violate consumer financial laws. The CFPB may

also institute a civil action against an entity in violation of federal consumer financial law in order to impose a civil
penalty or an injunction.

The rules issued by the CFPB will have a long-term impact on our mortgage loan origination and servicing activities.
Compliance with these rules will likely increase our overall regulatory compliance costs.

Dividend Limitation. Old National Bank is subject to the provisions of the National Bank Act, is supervised, regulated
and examined by the OCC, and is subject to the rules and regulations of the OCC, Federal Reserve and the FDIC. A
substantial portion of Old National s cash revenue is derived from dividends paid to it by Old National Bank. These
dividends are subject to various legal and regulatory restrictions as summarized in Note 23 to the consolidated
financial statements.

Legislative and Regulatory Initiatives. From time to time, various legislative and regulatory initiatives are introduced
in Congress and state legislatures, as well as by regulatory agencies. Such initiatives may include proposals to expand
or contract the powers of bank holding companies and depository institutions or proposals to substantially change the
financial institution regulatory system. Such legislation could change banking statutes and the operating environment
of Old National in substantial and unpredictable ways. If enacted, such legislation could increase or decrease the cost
of doing business, limit or expand permissible activities or affect the competitive balance among banks, savings
associations, credit unions, and other financial institutions. Old National cannot predict whether any such legislation
will be enacted, and, if enacted, the effect that it, or any implementing regulations, would have on the financial
condition or results of operations of Old National. A change in statutes, regulations or regulatory policies applicable to
Old National or any of it