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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
FORM 10-K
(Mark One)
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2006
Commission file number 0-10792
Horizon Bancorp
(Exact name of registrant as specified in its charter)

Indiana 35-1562417
(State or other jurisdiction of incorporation or (I.R.S. Employer Identification No.)
organization)
515 Franklin Square, Michigan City 46360
(Address of principal executive offices) (Zip Code)

Registrant s telephone number, including area code: 219-879-0211
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, LLC

Securities registered pursuant to Section 12(g) of the Act:
None
Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act
Yes o No p
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 of Section 15(d) of the
Exchange Act Yes o No p
Indicate by checkmark 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 p No o
Indicate by checkmark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to the Form 10-K b
Indicate by checkmark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer.
See definitions of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act. (Check one)
Large accelerated filer o Accelerated filer o Non-Accelerated Filer p
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
The aggregate market value of the registrant s common stock held by nonaffiliates of the registrant, based on the
average bid price of such stock as of June 30, 2005, the last day of the registrant s most recently completed second
fiscal quarter, was approximately $60,671,760.
As of March 15, 2007, the registrant had 3,228,382 shares of Common Stock outstanding.
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ITEM 1. BUSINESS
General
Horizon Bancorp ( Horizon orthe Company ) is a registered bank holding company incorporated in Indiana and
headquartered in Michigan City, Indiana. Horizon provides a broad range of banking services in Northwestern Indiana
and Southwestern Michigan through its bank subsidiary, Horizon Bank, N.A. (the Bank ) and other affiliated entities.
Horizon operates as a single segment which is commercial banking. Horizon s Common Stock is traded on the Nasdaq
Global Market under the symbol HBNC. The Bank was chartered as a national banking association in 1873 and has
operated continuously since that time. The Bank is a full-service commercial bank offering commercial and retail
banking services, corporate and individual trust and agency services and other services incident to banking.
On June 10, 2005, Horizon acquired Alliance Financial Corporation and its wholly owned bank subsidiary, Alliance
Banking Company (collectively referred to as Alliance). Alliance had three offices in southwest Michigan, and one
office in Michigan City, Indiana, $141 million of assets and $117 million of deposits at the date of the acquisition. See
Note 2 of the Consolidated Financial Statements for further discussion regarding the acquisition.
On June 1, 2006, the Bank opened a full service branch in Elkhart, Indiana. The Bank maintains thirteen other full
service facilities in Northwest Indiana and Southwest Michigan. The Bank also maintains a loan production office in
Lake County Indiana. At December 31, 2006, the Bank had total assets of $1,222 million and total deposits of
$914 million. The Bank has three wholly-owned subsidiaries: Horizon Trust & Investment Management, N.A.
( Horizon Trust ), Horizon Investments, Inc. ( Horizon Investments ) and Horizon Insurance Services, Inc. ( Horizon
Insurance ). Horizon Trust offers corporate and individual trust and agency services and investment management
services. Horizon Investments manages the investment portfolio of the Bank. Horizon Insurance offered a full line of
personal insurance products until March 2005, at which time the majority of its assets were sold to a third party.
Horizon formed Horizon Statutory Trust I in 2002 ( Trust I ), Horizon Bancorp Capital Trust II in 2004 ( Trust II ) and
Horizon Bancorp Capital Trust III in 2006 ( Trust III ) for the purpose of participating in pooled trust preferred
securities offerings. The Company assumed additional debentures as the result of the acquisition of Alliance in 2005
which formed Alliance Financial Statutory Trust I ( Alliance Trust ). See Note 11 of the Consolidated Financial
Statements for further discussion regarding these previously consolidated entities that are now reported separately.
The business of Horizon is not seasonal to any material degree.
No material part of Horizon s business is dependent upon a single or small group of customers, the loss of any one or
more of whom would have a materially adverse effect on the business of Horizon. In 2006, revenues from loans
accounted for 73% of the total consolidated revenue and revenues from investment securities accounted for 14% of
total consolidated revenue.
Employees
The Bank, Horizon Trust and Horizon Investments employed approximately 277 full and part-time people as of
December 31, 2006. Horizon does not have any employees.
Competition
A high degree of competition exists in all major areas where Horizon engages in business. The Bank s primary market
consists of Porter, LaPorte St. Joseph and Elkhart Counties, Indiana, and Berrien County, Michigan. The Bank
competes with commercial banks located in LaPorte County and contiguous counties in Indiana and Michigan, as well
as with savings and loan associations, consumer finance companies, and credit unions. To a more moderate extent, the
Bank competes with Chicago money center banks, mortgage banking companies, insurance companies, brokerage
houses, other institutions engaged in money market financial services and certain government agencies.
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Based on deposits as of June 30, 2006, Horizon was the largest of the 11 bank and thrift institutions in LaPorte County
with a 39.12% market share and the fifth largest of the 15 such institutions in Porter County with a 7.50% market
share. In Berrien County, Michigan, Horizon was the fourth largest of the 10 bank and thrift institutions with a 7.38%
market share. In 2005, Horizon opened new offices in St. Joseph and Elkhart Counties, Indiana. Horizon s market
share of deposits was less than 1.00% in each of these counties. (Source: FDIC Summary of Deposits Market Share
Reports, available at www.fdic.gov).
Supervision and Regulation
Horizon is registered as a bank holding company and 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.
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 Horizon s nonbanking activities to those which are
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 (the 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.
Bank holding companies are required to comply with the Federal Reserve s risk-based capital guidelines. The Federal
Deposit Insurance Corporation (the FDIC ) and the Office of the Comptroller of the Currency (the OCC ) have adopted
risk-based capital ratio guidelines to which depository institutions under their respective supervision 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. As a condition of approval for the Alliance
acquisition, the OCC required the Bank to maintain regulatory capital ratios at 100 basis points above the well
capitalized minimums. The Bank exceeded the risk-based capital requirements of the FDIC and OCC as of
December 31, 2006. For Horizon s regulatory capital ratios and regulatory requirements as of December 31, 2006, see
the information in Management s Discussion and Analysis of Financial Condition and Results of Operation in Item 7
below, which is incorporated herein by reference.
The Bank is (i) subject to the provisions of the National Bank Act; (ii) supervised, regulated, and examined by the
OCC; and (iii) subject to the rules and regulations of the OCC, Federal Reserve, and the FDIC.
The Bank s deposits are insured to applicable limits by the Federal Deposit Insurance Corporation ( FDIC ). The Federal
Deposit Insurance Reform Act of 2005 (the Reform Act ), which was signed into law in February 2006, has resulted in
significant changes to the federal deposit insurance program:

Effective March 31, 2006, the Bank Insurance Fund ( BIF ) and the Savings Association Insurance Fund ( SAIF )
were merged to create a new fund, called the Deposit Insurance Fund ( DIF )

The current $100,000 deposit insurance coverage is subject to adjustment for inflation beginning in 2010 and
every succeeding five years
4
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Deposit insurance coverage for individual retirement accounts and certain other retirement accounts has been

increased from $100,000 to $250,000 and also will subject to adjustment for inflation
Pursuant to the Reform Act, the FDIC is authorized to set the reserve ratio for the DIF annually at between 1.15% and
1.5% of estimated insured deposits and the FDIC has been given discretion to set assessment rates according to risk
regardless of the level of the fund reserve ratio. On November 2, 2006, the FDIC adopted final regulations that set the
designated reserve ratio for the DIF at 1.25% beginning January 1, 2007.
Insured depository institutions that were in existence on December 31, 1996, and paid assessments prior to that date
(or their successors) are entitled to a one-time credit against future assessments based on their past contributions to the
BIF or SAIF. In 2006, the Bank received a one-time credit of $458,184 against future assessments.
Also on November 2, 2006, the FDIC adopted final regulations that establish a new risk-based premium system.
Under the new system, the FDIC will evaluate each institution s risk based on three primary sources of information:
supervisory ratings for all insured institutions, financial ratios for most institutions, and long-term debt issuer ratings
for large institutions that have such ratings. An institution s assessments will be based on the insured institution s
ranking in one of four risk categories. Effective January 1, 2007, well-capitalized institutions with the CAMELS
ratings of 1 or 2 are grouped in Risk Category I and will be assessed for deposit insurance at an annual rate of between
five and seven cents for every $100 of domestic deposits. Institutions in Risk Categories II, IIT and TV will be assessed
at annual rates of 10, 28 and 43 cents, respectively. An increase in assessments could have a material adverse effect on
the Company s earnings.
FDIC-insured institutions remain subject to the requirement to pay assessments to the FDIC to fund interest payments
on bonds issued by the Financing Corporation (  FICO ), an agency of the Federal government established to
recapitalize the predecessor to the SAIF. These assessments will continue until the FICO bonds mature in 2017. For
the quarter ended December 31, 2006, the FICO assessment rate was equal to 1.24 cents for each $100 in domestic
deposits maintained at an institution.
Both federal and state law extensively regulates various aspects of the banking business, such as reserve requirements,
truth-in-lending and truth-in-savings disclosures, equal credit opportunity, fair credit reporting, trading in securities
and other aspects of banking operations. Branching by the Bank is subject to the jurisdiction and requires notice to or
the prior approval of the OCC.
Horizon and the Bank are subject to the Federal Reserve Act, which restricts financial transactions between banks and
affiliated companies. The statute limits credit transactions between banks, affiliated companies and its executive
officers and its affiliates. The statute prescribes terms and conditions for bank affiliate transactions deemed to be
consistent with safe and sound banking practices, and restricts the types of collateral security permitted in connection
with a bank s extension of credit to an affiliate.
The FDICIA accomplished a number of sweeping changes in the regulation of depository institutions and their
holding companies. The FDICIA requires, among other things, federal bank regulatory authorities to take prompt
corrective action with respect to banks that do not meet minimum capital requirements. The FDICIA further directs
that each federal banking agency prescribe standards for depository institutions and depository institution holding
companies relating to internal controls, information systems, internal audit systems, loan documentation, credit
underwriting, interest rate exposure, asset growth, management compensation, a maximum ratio of classified assets to
capital, minimum earnings sufficient to absorb losses, a minimum ratio of market value to book value of publicly
traded shares and such other standards as the agency deems appropriate.
On November 12, 1999, the President signed into law comprehensive legislation that modernizes the financial services
industry for the first time in decades. The Gramm-Leach-Bliley Act ( GLBA ) permits
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bank holding companies to conduct essentially unlimited securities and insurance activities, in addition to other

activities determined by the Federal Reserve to be related to financial services. As a result of the GLBA, Horizon may
underwrite and sell securities and insurance. It may acquire, or be acquired by, brokerage firms and insurance
underwriters. Horizon does not anticipate significant changes in its products or services as a result of the GLBA.

The USA PATRIOT Act of 2001 (the PATRIOT Act ) is intended to strengthen the ability of U.S. Law Enforcement to
combat terrorism on a variety of fronts. The PATRIOT Act contains sweeping anti-money laundering and financial
transparency laws and requires financial institutions to implement additional policies and procedures with respect to,

or additional measures designed to address, any or all the following matters, among others: money laundering,

suspicious activities and currency transaction reporting, and currency crimes. Many of the provisions in the PATRIOT
Act were to have expired December 31, 2005, but the U.S. Congress authorized renewals that extended the provisions
until March 10, 2006. In early March 2006, the U.S. Congress approved the USA PATRIOT Improvement and
Reauthorization Act of 2005 (the Reauthorization Act ) and the USA PATRIOT Act Additional Reauthorizing
Amendments Act of 2006 (the PATRIOT Act Amendments ), and they were signed into law by President Bush on Mar
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