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ALTERNATIVE REPORTINGAND DISCLOSURESTATEMENT
FORPENSIONPLANS FORCERTAIN SELECTEDEMPLOYEES

In compliancewith Section 1 10 of the EmployeeRetirementIncomeSecurityAct of 1974 (ERISA) and
the regulationsthereunder,found in Section2520104-23,Hills BankandTrustCompany,Hills, Iowais
filing this AlternativeReportingandDisclosureComplianceStatementandin connectionherewith,
providesthe following information:

EMPLOYERNAME
AND ADDRESS: Hills Bank andTrustCompany

13 1 Main Street
Hills, Iowa 52235

EMPLOYER IDENTIFICATION NUMBER: 42-0310580

PLAN NAMES: Hills Bank andTrust CompanyDeferred
CompensationPlan

NUMBER OF PLANS (this submission): One

NUMBER OF EMPLOYEES
PARTICIPATING IN EACH PLAN:

Hills BankandTrust Companymaintainstheabove-namedunfundedPlansprimarily for the purposeof
providingdeferredcompensationfor a selectgroup ofmanagementor highly compensatedemployees.

Hills BankandTrust Companywill providethePlandocumentsto theSecretaryof Laborupon request,
asrequiredby Section104(a)(1)of ERISA.

PlanAdministrator

Dated b(C~t - lb ,2012

BY~qd44~,f~
Chairperson,CompensationCommittee

MAIL TO: Secretaryof Labor
Top Hat PlanExemption
PensionandWelfareBenefitsAdministration
RoomN-S644
U.S. Departmentof Labor
200 ConstitutionAvenueNW
Washington,DC 20210



HILLS BANK AND TRUST COMPANY
ELECTION TO PARTICIPATE IN DEFERRED COMPENSATION

PLAN FOR KEY EMPLOYEES AND DESIGNATION OF BENEFICIARY

Pursuantto the Hills Bank andTrust CompanyDeferredCompensationPlanfor Key Employees(the
Plan), I herebyelectto defer, asprovidedin the Plan,thereceiptof ~2.. % of the
compensationearnedby me in connectionwith the performanceof my servicesas a Hills BankandTrust
CompanyKey Employee,beginningJanuary1, 2013.

;1 ,.

~ ~ ~ Ii2~
ShariDeMaris,Participant Date

AcknowledgedBy:

_________ /If~1L
Corpo ateOfficer Date



DESIGNATION OF DESIGNATION OF BENEFICIARY FORM

Pursuantto thetermsof the Hills Bank andTrustCompanyDeferredCompensationPlan,effective
•~t~Cr i~ , 20 i2_ ,theundersignedParticipantdesignatesthe following beneficiariesto receive

benefitsunderArticle VIII.

C)~v~~~~\e~v~ liii ~ I
PrimaryBeneficiarl . -

Cu~e~~ct~~ t\ -~-~~

~o~ci~I f~~-~ ~-~

SecondaryBeneficiary(ies): _________

The PrimaryBeneficiary(ies)identified aboveshall be thedesignatedbeneficiary(ies)if he/sheis living
whena deathbenefitbecomesdueandpayable. The SecondaryBeneficiaiy(ies)identified aboveshall
only bethe designatedbeneficiary(ies)if he/sheis living at thetime a deathbenefitbecomesdueand
payableandthe PrimaryBeneficiary(ies)is not thenliving.

TheParticipantherebyrevokesanyprior beneficiarydesignationwhich mayhavebeenin effect.
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~ H ~ (i7
Sfrnri DeMaris,Participant Date

2ifl4lVklt&M241
Witness Date

~dg~B~ L2-19-1~

Corp~4teOfficer ~ Date



HILLS BANK AND TRUST COMPANY
DEFERRED COMPENSATION PLAN AGREEMENT

THIS AGREEMENT, enteredinto this_______ dayof ~C(~ ~L ~ , 2012,betweenHills Bank and
Trust Company, a Corporationorganizedunderthe laws of the State of Iowa (Employer)and Shari DeMaris
(Employee).

In considerationof theAgreementshereinaftercontained,the partiesheretoagreeas follows:

The Employeragreesto providethe Employeewith a deferredcompensationarrangementin conjunction

with heremploymentwith the Employer.

II.
(A) The Employeeshall be given the opportunityto electto reducehersalaryby executinga Salary

ReductionAgreementon a form provided by the Employer. Said Agreementshall be executed
not laterthanthe closeof the calendaryearprecedingthe calendaryearin which saidAgreement
is to be effective, and shall specify the amount and method of reduction in the salary of the
Employee. The Agreementshall limit theannualamountthat can be deferredinto the Planby the
Employeeto no morethanthirty percent(3 0%) of Employeesstatedcompensation.

(B) In additionto the amountscreditedto this Planpursuantto Paragraph11(A) above,the Employer
may elect to credit an additional amountto the Plan. Saidamountmust be determinedby the
Employerprior to the end of the calendaryear in which it is to be creditedto the Plan. It is the
intentof theEmployerto credit an amountinto this Planequalto the benefitthe Employeeis not
ableto receivein theEmployersqualifiedPlansdueto statutoryandadministrativelimitations.

III.

(A) The Employer shall credit to a book reserve(Deferred CompensationAccount) any such
amountsthat the Employeeelectsto deferpursuantto Paragraph11(A) above andany additional
amountswhich the Employer electsto credit to the Plan during the yearpursuantto Paragraph
11(B) above. Amountsto be creditedpursuantto Paragraph11(A) shall be creditedas of the last
day of the month in which the salary reductionis made. Amounts to be creditedpursuantto
Paragraph11(B) shallbecreditedasof the date(s)designatedby the Employer.

(B) Otherthan the establishmentof the DeferredCompensationAccount, the Employer shall not be
requiredto set asideor in any way fund any amountscreditedto the DeferredCompensation
Accountunder this Agreement. Suchbook reserveshall constitutean obligation on the part of
theEmployerthat shallbe satisfiedonly from the generalassetsof the Employer.

IV. The EmployeesDeferredCompensationAccount will be adjustedannuallyby a growth factor to be
determinedas follows:

(A) The Employeeshallhavethe right to electto haveall or anypart of her DeferredCompensation
Accountconvertedto units or a fraction thereof,with eachunit beingequivalentin valueto the
fair marketvalue of a shareof stock in Hills Bancorporation(hereinafterstock units). Said
election may be made as of December 3 1 of any year commencingwith the year ending
December31, 2012,and if madewill be irrevocable(exceptas providedin paragraphIV(C)) and
will be effectiveon the lastday of the year in which the Employer is notedof the election. The
conversionto stock units shall be madeas of December

31
st in the year in which the Employees

election is made. The Employeeselection must be in writing and must be delivered to the
Employerprior to December31 ofthe yearfor which it is to be effective.



(B) If the Employeeirrevocably elects to haveher Deferred CompensationAccount convertedto
stock units as provided in ParagraphIV(A) above,the Employeewill neverthelesshavethe
option to convertthe stock units in her DeferredCompensationAccount to their cashequivalent
at any time after: (i) the Employeereachesage 60, (ii) the Employeesemploymentwith the
Employeris terminatedfor anyreason,or (iii) thereis a changein the control of the ownershipof
Hills Bancorporationor asaleof asignificantportionof the assetsof Hills Bancorporation.The
Employeeselection to convertthe stock units in her DeferredCompensationAccountback to
their cashequivalentmay, atthe option of theEmployee,be effectiveupon the occurrenceof any
one of the threeevents which give rise to Employeesright to convertthe stock units in her
DeferredCompensationAccountbackto cashequivalentor December31 of anyyearfollowing
the occurrenceof anyoneof said threeevents,includingDecember3 1 of the yearin which any
one of said threeevents occurs. The Employeeselection to convertthe stock units in her
DeferredCompensationAccountbackto their cashequivalentmustbe deliveredin writing to the
Employerand mustspecifythe numberof stock units to be convertedandthe dateon which the
Employeeelects to havethe conversiontakeplace. The conversionof stockunits backto their
cash equivalentshall be at the value of the stock units as determinedunder ParagraphIV(E)
hereof. If the Employeeelects to convertstock units to their cashequivalentat any dateother
than December31, the stock value for purposesof such conversionshallbe basedon the stock
value as of December3 1 of the year prior to the year in which such conversionis elected.
Provided,however, if the conversion date the stock of Hills Bancorporatioflis traded on au
establishedsecurityexchangeor in the eventthe stock in Hills Bancorporationis convertedinto
stockor exchangedfor stock in an acquiringcorporationwhosestock is tradedon an established
securityexchange,andtherehasa readilyestablishedmarketvalue,thensuchconversionshall be
basedupon saidmarketvalueas ofthe closeof thetradingdaythat it is converted.

(C) If theEmployeemakesthe electionto convertherDeferredCompensatiollAccountto stockunits,
saidaccountwill be creditedandadjustedas follows:

(i) The accountshall be creditedon eachdate in eachyear on which Hills Bancorporation
pays a dividend with an amount that is equalto the dividend that would have been
payablehadthe stockunits in the DeferredCompensationAccountbeenactualsharesof
stockin Hills Bancorporation.

(ii) The stock units creditedto the accountshall be adjustedto reflect modificationsto the
commonstockof Hills Bancorporationresultingfrom amerger,stock dividend or split,
recapitalization,consolidation,spin-off, combinationor such othertransactionthat in the
opinionof the Employerwould affect thestockunits allocatedpursuantto this Plan.

(D) Any of the EmployeesDeferredCompensationAccountwhich is held in cash equivalentsas of
January1 of eachyearshallbe adjustedas of December3 1 of the sameyear, said adjustmentto
be basedon oneof the following formulas:

(i) By multiplying saidJanuary1 balance(lessany paymentmadeto the Employeeduring
the year)by afraction,the numeratorof which is the S&P Indexat December31 and the
denominatorof which is the S&P Index as of the previousJanuary1. Such adjustment
can be either positiveor negative.

(ii) By addingto said January1 balancean amountequalto intereston the averagedaily
balancein said account during the yearat the NationalPrime Rate as reportedby the
Wall StreetJournalpublishedprimerateas of December31 of the previousyear.
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(iii) By addingto said January1 balancean amount equalto intereston the averagedaily
balancein said accountat a rateequal to the one yearTreasuryconstantmaturity date
adjustedon each December31 andJune30.

The formulausedshall be selectedin writing by the Employeeprior to January 1 of each yearand
maynot be changeduntil the following January1.

(E) For purposesof thisAgreement,fair marketvalueof Hills Bancorporationcommonstockshall be
the averageof thebeginningandendofyearvaluesof suchstockas determinedby theappraisals
requiredin connectionwith the Hills Bank andTrust CompanyEmployeeStock OwnershipPlan.
The methodof determiningfair marketvalue of Hills BancorporationCommonStock hereunder
mayonly be modifiedby written Agreementof the partiesto this Agreement.

V. The valueof theEmployeesDeferredCompensationAccountatanygiven time shallbe equalto the sum
of (i) the cumulativestock units creditedto this accounttimes the per sharevalue as determinedby the
latestappraisaldescribedin ParagraphTV(E)(ii) anycreditsto the accountpursuantto 11(A), andIV(C)(i)
which havenot yet beenconvertedto stockunits and(iii) the valuedeterminedpursuantto IV(D) for an
portionof theDeferredCompensationAccountheld in cashequivalents.

VI. The value of the Deferred CompensationAccount shall constitute the entire amount of deferred
compensationdueto the Employeepursuantto this Agreement.

VII. The EmployeesDeferredCompensationAccountshall be payableto the Employeeuponthe occurrence
of anyoneof the following events: (i) changeof control of Hills Bancorporationresultingfrom eithera
changeof ownershipof Hills Bancorporation,a changeof effectivecontrol of Hills Bancorporation,or a
changein the ownershipof a substantialportion of the assetsof Hills Bancorporation,as suchtem~sare
definedin TreasuryRegulation l.409A-3(i)(5); (ii) terminationof the Employeesemploymentwith the
Employer,or (iii) whenthe Employeereachesthe ageof sixty-five (65) years. The EmployeesDeferred
CompensationAccountshall be paid to the Employeeasfollows:

(A) If the balancein the EmployeesDeferred CompensationAccount is less than $100,000 on
December31of the yearin which the accountbecomespayable,the balancein the accountshall
be paidto the Employeein full as soonas is administrativelyfeasibleaftertheendof the calendar
yearin which the accountbecomespayable. The amountpayableto the Employeeshall be the
balancein the accounton December3 1 of theyearin which the accountbecomespayableto the
Employeeas determinedhereunder,(including the adjustmentfor the valueof any declaredbut
unpaid dividendson Hills Bancorporatjoiistock as of December31 of the year in which the
accountbecomespayable).

(B) If the balancein the EmployeesDeferred Compensationaccountis greaterthan $100,000on
December3 1 of the yearin which the accountbecomespayable,the accountwill be paidto the
Employeein five annualpayments.

The annualpaymentdueto theEmployeeunderthis paragraphwill be paidcommencingas soon
as administrativelyfeasibleafter the end of the year in which the Employeesaccountbecomes
payableand shall continueeachyearthereafteruntil the final installmenthas beenpaid. The
amountof eachinstallmentpaymentduehereundershall be determinedby dividing the balanceof
the EmployeesDeferred Compensatioi~Account as of the end of each calendaryear by the
numberof installmentpaymentsremainingto be paid. All installmentpaymentswill be madeby
theEmployeras soonadministrativelyfeasiblefollowing the endof eachcalendaryear.
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(C) If the EmployeesDeferredCompensationAccount is less than $10,000as of the end of any
calendaryearafter installmentpaymentsunder this paragraphhave commenced,the Employer
shall havethe right to paythe entirebalanceto the Employeein asingle lump sumpayment.

(D) The EmployeesDeferredCompensationAccountshall be adjustedannuallyto reflect gainsand
lossesas providedherein.

(E) Notwithstandingthe foregoing, if at the time an amount becomesdistributable to Employee,
Employer or Hills Bancorporationis publicly traded on an establishedsecuritiesmarket or
otherwise,and if the amountdistributableto Employeeresultsfrom Employeesseparationfrom
service with Employer, then the first paymentdue Employeeunder this Article VII shall be
deferredfor periodextendingnot less thansix monthsfollowing the Employeesseparationfrom
service. This Paragraph is intended to comply with Internal Revenue Code Section
409A(a)(2)(B).

VIII. In the eventof the deathof the Employeeprior to the completepaymentof benefitspayablepursuantto
this Plan,paymentswill commence,or continuein favorof the beneficiarydesignatedby the Employeeto
receivesuchpayments. The beneficiarymay be designatedor changed(without the consentof any prior
beneficiaries)by the Employeeon a form provided by the Employer. If no such beneficiaryhasbeen
designatedby the Employee,or if no designatedbeneficiaryshall survive the Employee,paymentsdue
pursuantto this Plan shallbe paidto the personalrepresentativeofthe Employeesestate.

IX. Any conversionelectionsavailableto the Employeeduring her lifetime shall be likewiseavailableto the
Employeesdesignatedbeneficiaryor the personalrepresentativeof the EmployeesEstate,as the case
maybe, afterthe deathof the Employee.

X. If paymentsare to be madeto a beneficiarydue to the deathof the Employee, hereinafterprimary
beneficiary, said primary beneficiary shall have the right to designatea beneficiary to receivesuch
paymentsuponthe deathofthe primarybeneficiary.

XI. Nothing containedin this Agreementand no action takenpursuantto the provisionsof this Agreement
shall createor beconstruedto createa trust of anykind, or afiduciary relationshipbetweenthe Employer
andthe Employee,her designatedbeneficiaryor anyotherperson. In the eventthat the Employerelects
to fund anyobligationdueunderthis Agreement,suchfundsshall continuefor all purposesto be apart of
the generalfundsof the Employerand no personotherthanthe Employershall by virtue of the provisions
containedin this Agreementhaveany interest in such funds. To the extentthat anypersonacquiresa
right to receivepaymentsfrom the Employer pursuantto this Agreement,such right shall be no greater
thantheright of anyunsecuredgeneralcreditorofthe Employer.

XII. The rights of theEmployeeor anyotherpersonto thepaymentof deferredcompensationor otherbenefits
under this Agreementshall not be assigned,pledgedor encumberedexceptby will or by the laws of
descentanddistribution.

XIII. All distributionsmadeunderthis Agreementshall be paid in cash,subjectto anyrequiredfederalor state
tax withholding. The numberof stock units in the EmployeesDeferredCompensationAccountshall be
reducedas of the dateof eachcashdistributionfrom saidaccountby the numberof stockunits necessary
to equal such cashdistribution valued, as of December3

1
St of the yearprecedingthe calendaryear in

which the cash distribution is made, at the appraisedvalue of Hills BancorporationCommon Stock,
pursuantto the appraisalrequiredin connectionwith the EmployersEmployeeStock OwnershipPlan.
The Employeeshall not havethe right to receivea distributionof sharesof stockor anyotherproperty.

XIV. Nothing containedhereinshall beconstruedas conferringuponthe Employeethe right to continuein the

employ of theEmployerin anycapacity.
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XV. The Employershallhavethe full power andauthority to interpret, construeand administerthis Plan and
the Employersinterpretationandconstructionthereof andactionsthereunder,includinganyvaluationof
the deferredcompensationaccount,the amountof the paymentto be madetherefromor the recipientof
the paymentto bemadetherefromshall be binding andconclusiveon all personsfor all purposes.

XVI. The Employerreservesthe right to discontinuethe Employeesoption to electa salaryreductionamount

at any timeprior to the Employeesexecutionof asalaryreductionAgreement.

XVII. ThisAgreementshall be construedin accordancewith andgovernedby thelaws of the Stateof Iowa.

IN WITNESS WHEREOF, the Employer hascausedthis Agreementto be executedby its duly authorized
officersandemployeesas of the ~ dayof L~6CC~-~ v~ , 2012.

HILLS BANK AND TRUST COMPANY

By: ~

Employer

By: ____

_____ - ,Employer

,1 ~ /~By:~/-~---~-~--/.~_2i~_i çLt~-~-----
ShariDeMaris,Employee
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RESOLUTION TO BE ADOPTED BY THE SOLE SHAREHOLDER
OF HTLLS BANK AND TRUST COMPANY

WHEREAS,the Hills Bancorporation(Company),the soleshareholderof Hills BankandTrust
Company,(the Bank) believesit is in the bestinterestsof theCompanyto allow certainkeyemployees
of the Bankthe opportunityto deferpart or all of their compensationpaidto them by the Bank;

WHEREAS,the Companyhasrevieweda draftof the DeferredCompensationPlanAgreement;

BE IT THEREFORERESOLVED,thatthe Company,pursuantto Chapter524.703of theIowa Banking
Codeherebyapprovesthe DeferredCompensationPlan Agreementto be effectiveon the datehereof,
subjectto all requisiteregulatoryapprovals.

BE IT FURTHER RESOLVED,thatthe following employeeshallbe eligible to participatein the Planin
addition to otherspreviouslyapprovedfor participationin the Plan:

Shari DeMaris

HillB~i~r~ration~

By~ ~

Date: I t?~



RESOLUTION TO BE ADOPTED BY THE BOARD OF DIRECTORS
OF HILLS BANK AND TRUST COMPANY

WHEREAS,the Board believesit is in thebestinterestsof the corporationto allow certainkey employees

the opportunityto deferpartor all of their compensationpaidto them by the bank;

WHEREAS,the Boardhasnow revieweda draftof the DeferredCompensationPlanAgreement;

BE IT THEREFORERESOLVED, thatthe Presidentof the corporationis authorizedanddirectedto
executeanddelivertheattachedDeferredCompensationPlan,the Planto beeffective on the date hereof~
subjectto all requisiteregulatoryapprovals.ThePresidentis furtherauthorizedanddirectedto instruct
counselto submitall necessarydatarequiredby the Departmentof Laborto exempttheAgreementfrom
the requirementsof Title I of theEmployeeRetirementIncomeSecurityAct of 1974,as amended,andall
requisiteapplicationsfor regulatoryapprovalof theAgreement.

BE IT FURTHERRESOLVED, thatthe following employeeshall be eligible to participatein the Planin
addition to otherspreviouslyapprovedfor participationin the Plan:

ShariDeMaris

By: ~ /AI~
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