Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

[x] Quarterly Report pursuant to Section 13 or 15(d) othe Securities Exchange Act of 1934.

For the quarterly period ended September 30, 2014

O Transition Report pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 1934.

For the transition period from to
Commission file number 001-34657

TEXAS CAPITAL BANCSHARES, INC.

(Exact Name of Registrant as Specified in Its Chaetr)

Delaware 75-2679109
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification Number)
2000 McKinney Avenue, Suite 700, Dallas, Texas, UAS 75,201
(Address of principal executive officers) (Zip Code)

214/932-6600
(Registrant’s telephone number,
including area code)

N/A
(Former Name, Former Address and Former Fiscal Yearif Changed Since Last Report)

Indicate by check mark whether the registrant @b tiled all reports required to be filed by Seretid or 15(d) of the Exchange Act during the

preceding 12 months (or for such shorter periotittraregistrant was required to file such repoeajl (2) has been subject to such filing requirgmfor the
past 90 days. Yed$xl No O

Indicate by check mark whether the registrant liisnitted electronically and posted on its corpox@tb site, if any, every Interactive Data File

required to be submitted and posted pursuant te b of Regulation S-T (Section 232.405 of thigpthr) during the preceding 12 months (or for such
shorter period that the registrant was requiresltomit and post such files). Ye&l O No

Indicate by check mark whether the registrantlaage accelerated filer, an accelerated filer noa-accelerated filer. See definition of “large
accelerated filer” and “accelerated filer” Rule 12bf the Exchange Act.

Large Accelerated Filer 3] Accelerated Filer O

Non-Accelerated Filer O Smaller Reporting Company O



Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the BExgle Act). Yed] No X
APPLICABLE ONLY TO CORPORATE ISSUERS:
On October 23, 2014 , the number of shares sét Batow was outstanding with respect to each ofgfiger’s classes of common stock:

Common Stock, par value $0.01 per share 43,187,458




Table of Contents

Texas Capital Bancshares, Inc.
Form 10-Q
Quarter Ended September 30, 2014

Index

Part I. Financial Information

Item 1. Financial Statements
Consolidated Balance Sheets—Unaudited
Consolidated Statements of Income and Other Corepsite Income—Unaudited
Consolidated Statements of Stockholders’ Equity—tidiitad
Consolidated Statements of Cash Flows—Unaudited
Notes to Consolidated Financial Statements—Unadidite
Financial Summaries—Unaudited
Item 2. Management’s Discussion and Analysis of Financ@dition and Results of Operations
Iltem 3. Quantitative and Qualitative Disclosures about MaRRisk

Item 4. Controls and Procedures
Part Il. Other Information

Item 1. Legal Proceedings

Iltem 1A. Risk Factors

Item 6. Exhibits
Signatures

~N o o~ W

31
33
49

52

52

52

53
54




Table of Contents

PART | — FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TEXAS CAPITAL BANCSHARES, INC.
CONSOLIDATED BALANCE SHEETS - UNAUDITED
(In thousands except share data)

September 30, December 31,
2014 2013

Assets
Cash and due from banks $ 102,50: $ 92,48¢
Interest-bearing deposits 427,19¢ 61,331
Federal funds sold and securities purchased uedateragreements — 9C
Securities, available-for-sale 43,93¢ 63,21
Loans held for sale from discontinued operations 28¢ 294
Loans held for investment, mortgage finance 3,774,46 2,784,26!
Loans held for investment (net of unearned income) 9,686,13. 8,486,30'
Less: Allowance for loan losses 96,32: 87,60«
Loans held for investment, net 13,364,27 11,182,97
Premises and equipment, net 17,64( 11,48:
Accrued interest receivable and other assets 289,89 281,53
Goodwill and intangible assets, net 20,76: 21,28¢
Total assets $ 14,266,50 $ 11,714,69
Liabilities and Stockholders’ Equity
Liabilities:
Deposits:

Non-interest-bearing $ 4,722,47 $ 3,347,56

Interest-bearing 6,586,90. 5,579,50!

Interest-bearing in foreign branches 406,42¢ 330,30°
Total deposits 11,715,80 9,257,37!
Accrued interest payable 1,90¢ 74¢
Other liabilities 115,76¢ 110,17
Federal funds purchased and repurchase agreements 285,67¢ 170,60
Other borrowings 450,01: 855,02¢
Subordinated notes 286,00( 111,00(
Trust preferred subordinated debentures 113,40t 113,40t
Total liabilities 12,968,58 10,618,34
Stockholders’ equity:
Preferred stock, $.01 par value, $1,000 liquidatialue: 150,00( 150,00(

Authorized shares — 10,000,000

Issued shares — 6,000,000 shares issued at Septaétn2914, and

December 31, 2013, respectively
Common stock, $.01 par value:

Authorized shares — 100,000,000

Issued shares — 43,179,551 and 41,036,787 at Segt&®, 2014, and December 31, 2013, respectively 432 41C
Additional paid-in capital 558,82. 448,20t
Retained earnings 587,31 496,11
Treasury stock (shares at cost: 417 at Septemb&03@, and December 31, 2013) 8) (8)
Accumulated other comprehensive income, net ofstaxe 1,35¢ 1,62¢
Total stockholders’ equity 1,297,92; 1,096,35!
Total liabilities and stockholders’ equity $  14,266,50 $ 11,714,69

See accompanying notes to consolidated financssients.






TEXAS CAPITAL BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF INCOME AND OTHER COMPREH ENSIVE INCOME — UNAUDITED

(In thousands except per share data)

Interest income

Interest and fees on loans

Securities

Federal funds sold

Deposits in other banks

Total interest income

Interest expense

Deposits

Federal funds purchased

Repurchase agreements

Other borrowings

Subordinated notes

Trust preferred subordinated debentures
Total interest expense

Net interest income

Provision for credit losses

Net interest income after provision for credit loses
Non-interest income

Service charges on deposit accounts
Trust fee income

Bank owned life insurance (BOLI) income
Brokered loan fees

Swap fees

Other

Total non-interest income

Non-interest expense

Salaries and employee benefits

Net occupancy expense

Marketing

Legal and professional

Communications and technology

FDIC insurance assessment

Allowance and other carrying costs for OREO
Other

Total non-interest expense

Income from continuing operations before income tags

Income tax expense

Income from continuing operations

Income from discontinued operations (after-tax)
Net income

Preferred stock dividends

Net income available to common stockholders
Other comprehensive income (loss)

Change in net unrealized gain on available-for-sataurities arising

during period, before-tax

Income tax benefit related to net unrealized gaimeailable-for-sale

securities

Nthar rnmnrahancivia lnee nat nf

Three months ended September 30,

Nine months ended September 30,

2014 2013 2014 2013
134,61t  $ 114,45, $ 37472 $ 324,05
42¢ 682 1,43¢ 2,39¢

68 22 11€ 41

17€ 60 43F 172
135,29 115,21 376,71 326,66(
4,60¢ 3,69¢ 12,88: 10,17:
82 152 292 57C

5 4 13 13

68 11¢ 321 47E
4,241 1,82¢ 11,96: 5,487
627 63€ 1,86: 1,90¢
9,62¢ 6,441 27,33 18,62:
125,66: 108,77t 349,38 308,03t
6,50( 5,00( 15,50( 14,00(
119,16: 103,77t 333,88: 294,03
1,817 1,65¢ 5,271 5,10¢
1,19( 1,26: 3,71¢ 3,77¢
517 427 1,547 1,38¢
3,821 4,07¢ 10,00: 13,60(
464 982 2,00¢ 3,61¢
2,587 2,02t 8,647 5,35¢
10,39¢ 10,43: 31,28t 32,84(
43,18¢ 36,01 125,14 114,74
5,27¢ 4,34: 15,12( 12,33
4,02 3,97¢ 11,57¢ 12,02(
4,87t 3,937 17,45’ 12,58:
4,92¢ 3,69¢ 13,21: 10,16¢
2,77¢ 4,357 8,04 6,13¢

5 267 61 1,17¢

6,841 5,42 20,39¢( 17,28:
71,91 62,00¢ 211,00 186,44
57,64: 52,19¢ 154,16: 140,43
20,81( 18,72 55,65 49,74
36,83: 33,47 98,51 90,69
— 2 7 2
36,83: 33,47¢ 98,51¢ 90,69:
2,43¢ 2,43 7,31: 4,95¢
3439 $ 31,03¢ $ 91,20t  $ 85,73¢
(295)  $ (531) $ (414  $ (2,289
(109) (186) (145) (799)

MO\

DAL\

nacy

1 AON



Comprehensive income

Basic earnings per common share
Income from continuing operations
Net income

Diluted earnings per common share
Income from continuing operations
Net income

See accompanying notes to consolidated financgtsients.

36,64(

33,13

98,24¢
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0.7¢
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TEXAS CAPITAL BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY - U NAUDITED

(In thousands except share data)

Preferred Stock

Common Stock

Treasury Stock

Accumulated

Balance at December 31, 2012 —
Comprehensive income:
Net income —

Change in unrealized gain on
available-for-sale securities,
net of taxes of $799 —

Total comprehensive income

Tax benefit related to exercise of
stock-based awards —

Stock-based compensation expen
recognized in earnings —

Issuance of preferred stock 6,000,001
Preferred stock dividend —

Issuance of stock related to stock-
based awards —

Balance at September 30, 2013  6,000,00!

Balance at December 31, 2013  6,000,00!
Comprehensive income:
Net income —

Change in unrealized gain or
available-for-sale securities,
net of taxes of $145 —

Total comprehensive income

Tax benefit related to exercise of
stock-based awards —

Stock-based compensation expense
recognized in earnings —

Preferred stock dividend —

Issuance of stock related to stock-
based awards —

Issuance of common stock —

Issuance of common stock related to
warrants —

Other
Additional Comprehensiv
Paid-in Retained Income (Loss),
Shares Amount Shares Amount Capital Earnings Share: Amount Net of Taxes Total

$ — 40,727,99 $ 407 $450,11¢ $382/45' (417) $ (B $ 3,27: $ 836,24
— — — — 90,69: — — — 90,69:

— — — — — — — (1,484 (1,489
89,20¢

— — — 124 — — — — 124

— — — 2,89¢ — — — = 2,89¢
150,00( — — (5,019 — — — — 144,98
— — — — (4,959 — — — (4,956)

— 207,04 2 (1,879 — — — — (1,872
$150,00( 40,935,04 $ 40S $446,24¢ $468,19: (417) $ (B $ 1,78¢ $1,066,62!
$150,00( 41,036,78 $ 41C $448,20¢ $496,11: (417) $ (B $ 1,62¢  $1,096,35!
— — — — 98,51¢ — — — 98,51¢

— — = = = = — (269) (269)
98,24¢

— — — 2,53¢ — — — — 2,53¢

— — — 3,62¢ — — — — 3,62¢

— — — — (7,319 — — — (7,319

— 168,53! 2 (2,07¢) — — — — (2,079

— 1,875,001 19 106,52¢ — — — — 106,54

— 99,22¢ 1 @ — — — — —
$150,00( 43,179,55 $ 43z $558,82. $587,31° (417) $ (B $ 1,35¢ $1,297,92.

Balance at September 30, 2014 6,000,00!

See accompanying notes to consolidated financdsients
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TEXAS CAPITAL BANCSHARES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS—UNAUDITED

(In thousands)

Nine months ended September 30,

2014 2013

Operating activities
Net income from continuing operations $ 98,51: $ 90,69(
Adjustments to reconcile net income to net caskigeal by operating activities:

Provision for credit losses 15,50( 14,00(

Depreciation and amortization 10,58: 8,22¢

Amortization and accretion on securities — 19

Bank owned life insurance (BOLI) income (1,549 (1,389

Stock-based compensation expense 11,69( 14,46¢

Tax benefit from stock-based award exercises 2,53¢ 124

Excess tax expense from stock-based compensat&@ma@ments (7,242 (35E)

Gain on sale of assets (821) (490)

Changes in operating assets and liabilities:

Accrued interest receivable and other assets (16,296 38,25¢
Accrued interest payable and other liabilities (1,164 (3,09%)

Net cash provided by operating activities of comitig operations 111,74¢ 160,45-
Net cash provided by operating activities of digoared operations 12 7
Net cash provided by operating activities 111,76( 160,46:
Investing activities
Maturities and calls of available-for-sale secasti 11,15(C 15,09(
Principal payments received on available-for-sefmusties 7,712 14,98¢
Originations of mortgage finance loans (40,244,84) (39,620,72)
Proceeds from pay-offs of mortgage finance loans 39,254,64 40,533,91
Net increase in loans held for investment, exclgdirortgage finance loans (1,206,601 (1,270,12)
Purchase of premises and equipment, net (9,110 (3,829
Proceeds from sale of foreclosed assets 5,82: 4,02¢
Cash paid for acquisition — (2,445
Net cash used in investing activities of continuapgrations (2,181,23) (329,109
Financing activities
Net increase in deposits 2,458,42! 1,516,27
Net expense from issuance of stock related to stasled awards (2,07¢) (1,872)
Net proceeds from issuance of common stock 106,54 —
Net proceeds from issuance of preferred stock — 144,98
Preferred dividends paid (7,319 (4,95¢€)
Net decrease in other borrowings (397,467 (1,394,05)
Excess tax benefits from stock-based compensatiangements 7,24: 35t
Net increase (decrease) in Federal funds purchased 107,52: (103,389
Net proceeds from issuance of subordinated notes 172,37! —
Net cash provided by financing activities of contirg operations 2,445,26. 157,35
Net increase (decrease) in cash and cash equivalent 375,79: (11,290
Cash and cash equivalents at beginning of period 153,91: 206,34¢
Cash and cash equivalents at end of period $ 529,70: $ 195,05¢
Supplemental disclosures of cash flow information:

Cash paid during the period for interest $ 26,17: $ 18,52¢

Cash paid during the period for income taxes 51,72: 55,24¢

Transfers from loans/leases to OREO and other segssd assets 851 98C



See accompanying notes to consolidated financststents.
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TEXAS CAPITAL BANCSHARES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—UNAUDITE D

(1) OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTIN G POLICIES
Organization and Nature of Business

Texas Capital Bancshares, Inc. (the “Company”)eare corporation, was incorporated in Novemi®6land commenced banking
operations in December 1998. The consolidated éiiahstatements of the Company include the accafnigxas Capital Bancshares, Inc.
and its wholly owned subsidiary, Texas Capital Baxdtional Association (the “Bank”). We serve theeds of commercial businesses and
successful professionals and entrepreneurs logafeelkas as well as operate several lines of basiserving a regional or national clientele
of commercial borrowers. We are primarily a secdesder, with our greatest concentration of loan$exas.

Basis of Presentation

Our accounting and reporting policies conform tocamting principles generally accepted in the UWhiates (“GAAP”) and to generally
accepted practices within the banking industry t&eiprior period balances have been reclassiembhform to the current period
presentation.

The consolidated interim financial statements Hasen prepared without audit. Certain informatiod footnote disclosures presented in
accordance with GAAP have been condensed or omitigtie opinion of management, the interim finahstatements include all normal ¢
recurring adjustments and the disclosures madadequate to make interim financial information misleading. The consolidated financial
statements have been prepared in accordance wiPGaér interim financial information and the insttions to Form 10-Q adopted by the
Securities and Exchange Commission (“SEC”). Acaaghyi, the financial statements do not include &the information and footnotes
required by GAAP for complete financial statemeartd should be read in conjunction with our consaéd financial statements, and notes
thereto, for the year ended December 31, 2013ydecl in our Annual Report on Form 10-K filed witletSEC on February 20, 2014 (the
“2013 Form 10-K"). Operating results for the intarperiods disclosed herein are not necessarilgatidie of the results that may be expected
for a full year or any future period.

Use of Estimates

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities andalisce of contingent assets and liabilities atdate of the financial statements. Actual results
could differ from those estimates. The allowanaddan losses, the fair value of stock-based corsqtion awards, the fair values of financial
instruments and the status of contingencies até&pkarly susceptible to significant change in tesar term.

Correction of an Error in the Financial Statements

We determined during the fourth quarter of 2013 phaichases and sales of mortgage finance loaresttethat had been reported on our
consolidated statements of cash flows as cash flamws operating activities should have been regba® investing activities because the
related asset balances should have been reporteddafor investment rather than held for sale onamnsolidated balance sheets.

We have corrected the classification of these agsethe consolidated balance sheets to refleot #eeheld for investment. We have
corrected the previously presented cash flowshese loans and in doing so the consolidated statsrmoécash flows for the nine months
ended September 30, 2013 were adjusted to deanesash flows from operating activities by $ 91iflion , with a corresponding increz

in net cash flows from investing activities. Theanfge does not impact our reported earnings as wetdoelieve any reserve for loan losses
relating to the mortgage finance portfolio is neeeg based upon the risk profile of the assetslamiess than one basis point loss experience
of the program over the last eleven years. Thissdication does not change total loans or t@sakts on our consolidated balance sheets.
We have evaluated the effect of the incorrect priadi®n, both qualitatively and quantitatively, asawhcluded that it did not materially
misstate our previously issued financial statements

Cash and Cash Equivalents

Cash equivalents include amounts due from bantexgst-bearing deposits and Federal funds sold.
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Securities

Securities are classified as trading, availablestde or held-to-maturity. Management classifiesisées at the time of purchase and re-
assesses such designation at each balance shediaaeéver, transfers between categories fronr¢éhassessment are rare.

Trading Account

Securities acquired for resale in anticipationturs-term market movements are classified as toadisith realized and unrealized gains and
losses recognized in income. To date, we have ambihy activity in our trading account.

Held-to-Maturity and Available-for-Sale

Debt securities are classified as held-to-matwrityen we have the positive intent and ability todhible securities to maturity. Held-to-
maturity securities are stated at amortized coshtBecurities not classified as held-to-maturityrading and marketable equity securities not
classified as trading are classified as availabtestle.

Available-forsale securities are stated at fair value, withuthrealized gains and losses reported in a sepawatponent of accumulated otl
comprehensive income (loss), net of tax. The ameditcost of debt securities is adjusted for amatitn of premiums and accretion of
discounts to maturity, or in the case of mortgagekled securities, over the estimated life of tleeigty. Such amortization and accretion is
included in interest income from securities. Readigains and losses and declines in value judgkd tither-than-temporary are included in
gain (loss) on sale of securities. The cost of séesl sold is based on the specific identificatathod.

All securities are available-for-sale as of Septen®, 2014 and December 31, 2013 .

Loans
Loans Held for Investme

Loans held for investment (which include equiprieatses accounted for as financing leases) arelstatbe amount of unpaid principal
reduced by deferred income (net of costs). Intemedbans is recognized using the simple-intere=thod on the daily balances of the
principal amounts outstanding. Loan originatiorsfaget of direct loan origination costs, and commeitt fees, are deferred and amortized as
an adjustment to yield over the life of the loanpweer the commitment period, as applicable.

A loan held for investment is considered impairdtew, based on current information and events ptabable that we will be unable to
collect all amounts due (both principal and intBrascording to the terms of the loan agreemerdeRes on impaired loans are measured
based on the present value of expected futureftash discounted at the loan’s effective interederor the fair value of the underlying
collateral. Impaired loans, or portions thereog einarged off when deemed uncollectible.

The accrual of interest on loans is discontinueémiere is a clear indication that the borroweash flow may not be sufficient to meet
payments as they become due, which is generallynaHean is 90 days past due. When a loan is placetbn-accrual status, all previously
accrued and unpaid interest is reversed. Intemestiie is subsequently recognized on a cash bakiagas the remaining book balance of
asset is deemed to be collectible. If collectabiftquestionable, then cash payments are apglipdricipal. A loan is placed back on accrual
status when both principal and interest are cumadtit is probable that we will be able to collalttamounts due (both principal and interest)
according to the terms of the loan agreement.

Loans held for investment includes legal ownerstiiprests in mortgage loans that we purchase tihroug mortgage warehouse lending
division. The ownership interests are purchasewh fuoaffiliated mortgage originators who are seelddditional funding through sale of the
undivided ownership interests to facilitate thdiility to originate loans. The mortgage original@as no obligation to offer and we have no
obligation to purchase these interests. The origindloses mortgage loans consistent with undengrtandards established by approved
investors, and, at the time of the sale to thestore our ownership interest and that of the ogtin are delivered by us to the investor sele
by the originator and approved by us. We typicpliychase up to a 99% ownership interest in eachgage with the originator owning the
remaining percentage. These mortgage ownershigesiteare held by us for an interim period, usuelg than 30 days and more typically
10-20 days. Because of conditions in agreementsaviginators designed to reduce transaction riskder Accounting Standards
Coadification 860,Transfers and Servicing of Financial Assg&SC 8607), the ownership interests do not qualfy

8




Table of Contents

participating interests. Under ASC 860, the ownigrgfiterests are deemed to be loans to the origisand payments we receive from
investors are deemed to be payments made by celwaiflof the originator to repay the loan deemederta the originator. Because we have
an actual, legal ownership interest in the undedyiesidential mortgage loan, these interests @irextensions of credit to the originators that
are secured by the mortgage loans as collateral.

Due to market conditions or events of default iy itivestor or the originator, we could be requi@gurchase the remaining interests in the
mortgage loans and hold them beyond the expecté&d Hays. Mortgage loans acquired under these tonslicould require future
allocations of the allowance for loan losses ostigiect to charge off in the event the loans becionpaired. Mortgage loan interests
purchased and disposed of as expected receivéavatadn of the allowance for loan losses due #orthinimal loss experience with these
assets.

Allowance for Loan Losses

The allowance for loan losses is established tHr@ugrovision for loan losses charged against ircarhe allowance for loan losses includes
specific reserves for impaired loans and a gemesarve for estimated losses inherent in the |l@atigho at the balance sheet date, but no
identified with specific loans. Loans deemed taibeollectible are charged against the allowancenwhanagement believes that the
collectability of the principal is unlikely and ssdxjuent recoveries, if any, are credited to theahce. Management’s periodic evaluation of
the adequacy of the allowance is based on an assessf the current loan portfolio, including knowwmerent risks, adverse situations that
may affect the borrowers’ ability to repay, thermastted value of any underlying collateral and carconomic conditions.

Other Real Estate Owned

Other real estate owned (“OREQ”), which is includedther assets on the consolidated balance stwedists of real estate that has been
foreclosed. Real estate that has been foreclosedasded at the fair value of the real estate, $edling costs, through a charge to the
allowance for loan losses, if necessary. Subsequetat-downs required for declines in value areorded through a valuation allowance, or
taken directly to the asset, and charged to otbefinterest expense.

Premises and Equipment

Premises and equipment are stated at cost lesmatated depreciation. Depreciation is computedgitie straight-line method over the
estimated useful lives of the assets, which ranga three to ten years. Gains or losses on dispaggremises and equipment are include
results of operations.

Marketing and Software

Marketing costs are expensed as incurred. Ongoaigtenance and enhancements of websites are expangecurred. Costs incurred in
connection with development or purchase of inteusal software are capitalized and amortized oypariad not to exceed five years. Internal
use software costs are included in other assé¢t®inonsolidated balance sheets.

Goodwill and Other Intangible Assets

Intangible assets are acquired assets that lackgatiysubstance but can be distinguished from gdbblecause of contractual or other legal
rights or because the asset is capable of beingos@xchanged either on its own or in combinatidth a related contract, asset or liability.
Our intangible assets relate primarily to loan costr relationships. Intangible assets with defingeful lives are amortized on an accelerated
basis over their estimated life. Intangible asaetstested for impairment annually or whenever s/enchanges in circumstances indicate the
carrying amount of the assets may not be recowefatnin future undiscounted cash flows. If impair, assets are recorded at fair value.

Segment Reporting

We have determined that all of our lending divisi@md subsidiaries meet the aggregation criterfS8 280,Segment Reportingsince all
offer similar products and services, operate wiithilar processes and have similar customers.

9
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Stock-based Compensation

We account for all stock-based compensation traiosecin accordance with ASC 718pmpensation — Stock CompensafxsC 718"),
which requires that stock compensation transactiengcognized as compensation expense in the latated statements of income and o
comprehensive income based on their fair valuethemeasurement date, which is the date of the.gran

Accumulated Other Comprehensive Income

Unrealized gains or losses on our available-foe-sakurities (after applicable income tax expemdeepefit) are included in accumulated
other comprehensive income, net. Other comprehemsoome (loss), net of tax, for the nine monthdeehSeptember 30, 2014 and 2013 is
reported in the accompanying consolidated statesraratockholders’ equity and consolidated stateémehincome and other comprehensive
income.

Income Taxes

The Company and its subsidiary file a consoliddgeiéral income tax return. We utilize the liabilityethod in accounting for income taxes.
Under this method, deferred tax assets and liedsilare determined based upon the difference battheevalues of the assets and liabilitie

reflected in the financial statements and themtesl tax basis using enacted tax rates in effe¢héoyear in which the differences are expe

to be recovered or settled. As changes in tax lasates are enacted, deferred tax assets andtiebdre adjusted through the provision for
income taxes. A valuation reserve is provided agjaieferred tax assets unless it is more likely that that such deferred tax assets will be
realized.

Basic and Diluted Earnings Per Common Share

Basic earnings per common share is based on r@hmavailable to common stockholders divided bywk&hted-average number of
common shares outstanding during the period exaofudon-vested stock awards. Diluted earnings pemoon share includes the dilutive
effect of stock options and non-vested stock awasilzy the treasury stock method. A reconciliatbbthe weighted-average shares used in
calculating basic earnings per common share andi¢ighted average common shares used in calculdiiutgd earnings per common share
for the reported periods is provided in Note 2 +iifays Per Common Share.

Fair Values of Financial Instruments

ASC 820,Fair Value Measurements and Disclosu(&SC 820"), defines fair value, establishes a feavork for measuring fair value under
GAAP and enhances disclosures about fair value uneaents. In general, fair values of financialriastents are based upon quoted market
prices, where available. If such quoted marketgsrigre not available, fair value is based on egtisnasing present value or other valuation
techniques. Those techniques are significantlycedfe by the assumptions used, including the dido@ie and estimates of future cash flows.

10
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(2) EARNINGS PER COMMON SHARE

The following table presents the computation ofdasd diluted earnings per share (in thousandspxeer share data):

Three months ended Nine months ended
September 30, September 30,
2014 2013 2014 2013
Numerator:

Net income from continuing operations $ 3683 $ 3347« $ 98517 $ 90,69
Preferred stock dividends 2,43¢ 2,43 7,318 4,95¢
Net income from continuing operations availabledmmon

stockholders 34,39 31,03: 91,19¢ 85,73¢
Income from discontinued operations — 2 7 2
Net income $ 3439+ $ 31,03¢ $ 91,20t $  85,73¢

Denominator:
Denominator for basic earnings per share— weightedage shares  43,143,58 40,901,86 42,842,14 40,824,22

Effect of employee stock-based awaft)s 284,85¢ 375,77 333,69( 415,86°

Effect of warrants to purchase common stock 421,39¢ 514,03 464,30! 502,29:

Denominator for dilutive earnings per share—adjdisteighted averag

shares and assumed conversions 43,849,83 41,791,67. 43,640,13 41,742,38
Basic earnings per common share from continuingatjp®s $ 08C $ 0.7¢ $ 21z % 2.1C
Basic earnings per common share $ 08C $ 0.7¢ $ 21z % 2.1C
Diluted earnings per share from continuing opersio $ 0.7¢ $ 074 $ 20¢ % 2.0t
Diluted earnings per common share $ 0.7¢ % 074 $ 20¢ % 2.0t

(1) Stock options, SARs and RSUs outstanding ¢s@Dat September 30, 2014 and 98,000 at Septe3db2013 have not been included
in diluted earnings per share because to do sodiwae been anti-dilutive for the periods presented

(3) SECURITIES

Securities are identified as either held-to-mayuit available-for-sale based upon various facioduding asset/liability management
strategies, liquidity and profitability objectivesd regulatory requirements. Held-to-maturity siieis are carried at cost, adjusted for
amortization of premiums or accretion of discouAgailable-for-sale securities are securities thay be sold prior to maturity based upon
asset/liability management decisions. Securitiestified as available-for-sale are carried at¥aiue. Unrealized gains or losses on available-
for-sale securities are recorded as accumulatezt otmprehensive income in stockholders’ equity ofi¢gaxes. Amortization of premiums or
accretion of discounts on mortgalgaeked securities is periodically adjusted forreated prepayments. Realized gains and losses ahided

in value judged to be other-than-temporary areuighet! in gain (loss) on sale of securities. The obsecurities sold is based on the specific
identification method.

At September 30, 2014 , our net unrealized gaitheravailable-for-sale securities portfolio wasl$aillion compared to $2.5 million at
December 31, 2013 . As a percent of outstandingnicals, the unrealized gain was 5.00% and 4.13%pe®ber 30, 2014 , and

December 31, 2013, respectively. The increaskerpercent of outstanding balances at Septemb&034, related to slight change in market
value and the declining outstanding balance.
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The following is a summary of securities (in thauss):

September 30, 2014

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Available-for-Sale Securities:

Residential mortgage-backed securities $ 31,066 $ 2,26¢ % — $ 33,33
Municipals 3,257 11 — 3,26¢
Equity securitiegl) 7,52 7 (297 7,33¢
$ 41847 % 228. % (197) $ 43,93¢

December 31, 2013

Estimated
Gross Unrealized Gross Unrealized Fair
Amortized Cost Gains Losses Value
Available-for-Sale Securities:

Residential mortgage-backed securities $ 38,78 $ 2,67¢ % — $ 41,46
Municipals 14.,40: 104 — 14,50¢
Equity securitiegl) 7,52 — (275) 7,247
$ 60,70¢ $ 2,78 % 275) $ 63,21«

Q) Equity securities consist of Community Reinvestnisettfunds

The amortized cost and estimated fair value of sesiare presented below by contractual matynityhousands, except percentage data):

September 30, 2014

After One After Five
Less Than Through Through After Ten
One Year Five Years Ten Years Years Total
Available-for-sale:
Residential mortgage-backed securitig$:
Amortized cost $ 3 3 10,34¢ % 6,046 % 14,66¢ $ 31,06¢
Estimated fair value 3 10,95¢ 6,73¢ 15,63 33,33
Weighted average yiel®) 6.5(% 4.8(% 5.55% 2.3€% 3.7<%
Municipals:(2)
Amortized cost 1,66¢ 1,58¢ — — 3,251
Estimated fair value 1,674 1,59¢ — — 3,26¢
Weighted average yiel®) 5.7¢% 5.7% — — 5.7%
Equity securities(4)
Amortized cost 7,522 — — — 7,522
Estimated fair value 7,33¢ — — — 7,33¢
Total available-for-sale securities:
Amortized cost $ 41,84%
Estimated fair value $ 43,93¢
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December 31, 2013

After One After Five
Less Than Through Through After Ten
One Year Five Years Ten Years Years Total
Available-for-sale:
Residential mortgage-backed securitig$:
Amortized cost $ 236 $ 14,72C $ 7,718 $ 16,11C % 38,78¢
Estimated fair value 252 15,64 8,45¢ 17,11 41,46:
Weighted average yiel®) 4.32% 4.7¢% 5.5€% 2.4(% 3.94%
Municipals:(2)
Amortized cost 7,74¢ 6,652 — — 14,40:
Estimated fair value 7,81¢ 6,687 — — 14,50¢
Weighted average yiel®) 5.7¢% 5.71% — — 5.7%%
Equity securities(4)
Amortized cost 7,522 — — — 7,522
Estimated fair value 7,241 — — — 7,24
Total available-for-sale securities:
Amortized cost $ 60,70¢
Estimated fair value $ 63,21«

Q) Actual maturities may differ from contractumhturities because borrowers may have the rigbaticor prepay obligations with or
without prepayment penalties.

(2) Yields have been adjusted to a tax equivdlasis assuming a 35féderal tax rats

3) Yields are calculated based on amortized

(4)  These equity securities do not have a stated mya

Securities with carrying values of approximatelyl$3million were pledged to secure certain borr@siand deposits at September 30, 2014 .
Of the pledged securities at September 30, 20pgrpoaimately $11.2 million were pledged for certdeposits, and approximately $23.4
million were pledged for repurchase agreements.

The following table discloses, as of September2804 and December 31, 2013, our investment sexutitat have been in a continuous
unrealized loss position for less than 12 monttisthose that have been in a continuous unreal@edgosition for 12 or more months (in
thousands):

September 30, 2014 Less Than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
Equity securities $ — $ — 3 6,30¢ $ (191)) $ 6,30¢ $ (297)
December 31, 2013 Less Than 12 Months 12 Months or Longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
Equity securities $ 7,24 $ (275 $ — $ — 3 7241 $ (275)

At September 30, 2014 , there was one security avittnrealized loss position. This security is bligly traded equity fund and is subject to
market pricing volatility. We do not believe thienealized loss is “other than temporary”. We haval@ated the near-term prospects of the
investment in relation to the severity and duratbthe impairment and based on that evaluatior lthh& ability and intent to hold the
investment until recovery of fair value. We have ientified any issues related to the ultimateaggpent of principal as a result of credit
concerns on this security.

Unrealized gains or losses on our available-foe-sakurities (after applicable income tax expemnsmpefit) are included in accumulated
other comprehensive income (loss), net. Comprehiemscome for the nine months ended September@0 2nd 2013 included net aftarx
losses of $269,000 and $1.5 million , respectivélie to changes in the net unrealized gains/lassegcurities available-for-sale.
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(4) LOANS AND ALLOWANCE FOR LOAN LOSSES
At September 30, 2014 and December 31, 2013, wans as follows (in thousands):

September 30, December 31,
2014 2013
Commercial $ 5,621,33 $ 5,020,56!
Mortgage finance 3,774,46 2,784,26!
Construction 1,640,591 1,262,90!
Real estate 2,362,23I 2,146,222
Consumer 16,50z 15,35(
Leases 101,32 93,16(
Gross loans held for investment 13,516,45 11,322,47
Deferred income (net of direct origination costs) (55,857 (51,899
Allowance for loan losses (96,327 (87,609
Total $ 13,364,27 $ 11,182,97

Commercial Loans and Leas&ur commercial loan and lease portfolio is computisElines of credit for working capital and teroahs and
leases to finance equipment and other businestsa€se energy production loans are generally taigdized with proven reserves based on
appropriate valuation standards. Our commercialdamnd leases are underwritten after carefullyuaalg and understanding the borrower’s
ability to operate profitably. Our underwriting stirds are designed to promote relationship bamitiger than making loans on a
transactional basis. Our lines of credit typicaltg limited to a percentage of the value of thetassecuring the line. Lines of credit and term
loans typically are reviewed annually and are sujggloby accounts receivable, inventory, equipmedta@her assets of our clients’
businesses.

Mortgage Finance LoanOur mortgage finance loans consist of ownershigr@gts purchased in single-family residential magyts funded
through our mortgage finance group. These integgstsypically on our balance sheet for 10 to 2fsd&#/e have agreements with mortgage
lenders and purchase interests in individual Iaheg originate. All loans are underwritten consisteith established programs for permanent
financing with financially sound investors. Subgialty all loans are conforming loans. SeptemberZ 4 and December 31, 2013 balances
are stated net of $290.4 million and $33.1 millparticipations sold, respectively.

Construction LoanOur construction loan portfolio consists primaifiysingle- and multi-family residential propertiasd commercial

projects used in manufacturing, warehousing, ser@iaetail businesses. Our construction loansrgéigdave terms of one to three years.
We typically make construction loans to developbtslders and contractors that have an establisésatd of successful project completion
and loan repayment and have a substantial equigsiment in the borrowers. However, constructi@mnfoare generally based upon estimates
of costs and value associated with the completegg@ir Sources of repayment for these types ofdoaay be preommitted permanent loa
from other lenders, sales of developed propertgnanterim loan commitment from us until permanfgmdncing is obtained. The nature of
these loans makes ultimate repayment sensitivedmt economic conditions. Borrowers may not bke &b correct conditions of default in
loans, increasing risk of exposure to classifigatimon-performing status, reserve allocation andedcredit loss and foreclosure. These loans
typically have floating rates.

Real Estate LoanA portion of our real estate loan portfolio is caispd of loans secured by properties other tharkebaisk or investment-
type real estate. Market risk loans are real eftates where the primary source of repayment ieebgul to come from the sale, permanent
financing or lease of the real property collatevdé generally provide temporary financing for comomd and residential property. These
loans are viewed primarily as cash flow loans awbadarily as loans secured by real estate. Olestate loans generally have maximum
terms of five to seven years, and we provide lagitis both floating and fixed rates. We generallp@aMong-term loans for commercial real
estate held for investment. Real estate loans reaydre adversely affected by conditions in the estdte markets or in the general economy.
Appraised values may be highly variable due to miacknditions and the impact of the inability otgratial purchasers and lessees to obtain
financing and a lack of transactions at comparaalees.
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At September 30, 2014 and December 31, 2013 , da lidanket floating lien based on certain readtedbans used as collateral for Federal
Home Loan Bank (“FHLB") borrowings.

Portfolio Geographic Concentration

As of September 30, 2014 , a substantial majofitguo loans held for investment, excluding our rgage finance loans and other national
lines of business, were to businesses and indilddnd exas. This geographic concentration subjértdoan portfolio to the general
economic conditions within this area. Additionallye may make loans to these businesses and indigidacured by assets located outsic
Texas. The risks created by this concentration lb@es considered by management in the determinatithre appropriateness of the
allowance for loan losses. Management believesltbesance for loan losses is appropriate to covebgble losses inherent in the loan
portfolio at each balance sheet date.

Summary of Loan Loss Experience

The reserve for loan losses is comprised of spe@ierves for impaired loans and an estimatesse®inherent in the portfolio at the balance
sheet date, but not yet identified with specifiedris. We regularly evaluate our reserve for loaede to maintain an appropriate level to
absorb estimated loan losses inherent in the loafofio. Factors contributing to the determinatiofireserves include the credit worthines
the borrower, changes in the value of pledged oldand general economic conditions. All loan odtments rated substandard or worse
and greater than $500,000 are specifically reviefoetbss potential. For loans deemed to be implaiaespecific allocation is assigned based
on the losses expected to be realized from tha@sesld-or purposes of determining the general resére portfolio is segregated by product
types to recognize differing risk profiles amongegpries, and then further segregated by creditagaCredit grades are assigned to all loans
Each credit grade is assigned a risk factor, @ruesallocation percentage. These risk factorsrarkiplied by the outstanding principal
balance and risk-weighted by product type to calkeuthe required reserve. A similar process is eyeul to calculate a reserve assigned to
off-balance sheet commitments, specifically unfuhb@n commitments and letters of credit, and aesded reserve is recorded in other
liabilities. Even though portions of the allowanmnay be allocated to specific loans, the entirenadioce is available for any credit that, in
management’s judgment, should be charged off.

We have several pass credit grades that are adsigih@ans based on varying levels of risk, randingn credits that are secured by cash or
marketable securities, to watch credits which tedi/the characteristics of an acceptable creditbigt warrant more than the normal level of
monitoring. Within our criticized/classified credjtades are special mention, substandard and dbuBgfecial mention loans are those that
are currently protected by the current sound wartth paying capacity of the borrower, but that aremptially weak and constitute an
additional credit risk. The loan has the potertbaileteriorate to a substandard grade due to tisteaxe of financial or administrative
deficiencies. Substandard loans have a well-defimeakness or weaknesses that jeopardize the ligpmdaf the debt. They are characterized
by the distinct possibility that we will sustainnse loss if the deficiencies are not corrected. Ssufxstandard loans are insufficiently
protected by the current sound worth and payingcigpof the borrower and of the collateral pledged may be considered impaired.
Substandard loans can be accruing or can be omacmmal depending on the circumstances of the iy loans. Loans classified as
doubtful have all the weaknesses inherent in snlara loans with the added characteristics thatvieknesses make collection or
liquidation in full, on the basis of currently etiigy facts, conditions and values, highly questidaand improbable. The possibility of loss is
extremely high. All doubtful loans are on non-aedru

The reserve allocation percentages assigned toceadh grade have been developed based primarignoanalysis of our historical loss ra
The allocations are adjusted for certain qualigafactors for such things as general economic tiondiand changes in credit policies and
lending standards. Historical loss rates are agljlut account for current environmental condititnéch we believe are likely to cause loss
rates to be higher or lower than past experienaehEuarter we produce an adjustment range for@mwiental factors unique to us and our
market. Changes in the trend and severity of probtens can cause the estimation of losses tordifien past experience. In addition, the
reserve reflects the results of reviews performedhtblependent third party reviewers as reflectethé@ir confirmations of assigned credit
grades within the portfolio. The portion of theaalance that is not derived by the allowance alioogbercentages compensates for the
uncertainty and complexity in estimating loan agalsk losses including factors and conditions tleat mot be fully reflected in the
determination and application of the allowancedatmn percentages. Examples of such risks thai@stithe Bank's maintaining an
unallocated reserve include borrowers' submissidimancial statements or certifications of collalevalue that subsequently prove to be
materially inaccurate for reason of either misstagmt or omission of critical information. Theseauations, while not common, do not
necessarily correlate well with the general rishfiie presented by assigned credit grade and ptdglpe categories. We evaluate many
factors and conditions in determining the unalledatortion of the allowance, including amount aredjfiency of losses attributable to issues
not specifically addressed or included in the deteation and application of the allowance allocatiercentages. The allowance is
considered appropriate, given managenseassessment of probable losses within the partédliof the evaluation date, the significant grc
in the loan and lease portfolio, current econonoieditions in the Company’s market areas and oteofs.
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The methodology used in the periodic review of res@dequacy, which is performed at least quarterigilesigned to be dynamic and
responsive to changes in portfolio credit qualitlje changes are reflected in the general resediénaspecific reserves as the collectability
larger classified loans is evaluated with new infation. As our portfolio has matured, historicadoatios have been closely monitored, and
our reserve adequacy relies primarily on our las®ty. The review of the reserve adequacy is peréal by executive management and
presented to a committee of our board of diredtrsheir review. The committee reports to the loloas part of the board’s review on a
quarterly basis of the Company’s consolidated foarstatements.

The following tables summarize the credit risk peobf our loan portfolio by internally assignedages and non-accrual status as of
September 30, 2014 and December 31, 2013 (in thdgga

September 30, 2014

Mortgage
Commercial Finance Construction Real Estate Consumer Leases Total
Grade:
Pass $ 5,479,241 $ 3,774,46 $ 1,640,591 $ 2,332,79. $ 16,38 $ 96,26¢ $ 13,339,74
Special mention 68,21" — — 7,49( 13 777 76,49¢
Substandard-accruing 48,87! — — 9,23z 10t 4,271 62,48:
Non-accrual 25,00¢ — — 12,717 — 10 37,73:
Total loans held for
investment $ 5,621,333 $ 3,774,46 $ 1,640,591 $ 2,362,231 $ 16,50: $ 101,327 $ 13,516,45
December 31, 2013
Mortgage
Commercial Finance Construction Real Estate Consumer Leases Total
Grade:
Pass $ 4,908,94 $ 2,784,260 $ 1,261,99' $ 2,099,451 $ 15,25. % 89,317 $ 11,159,22
Special mention 24,13: — 10z 6,33¢ — 51 30,62:
Substandard-accruing 74,59: — 10¢ 21,77( 45 3,74z 100,25:
Non-accrual 12,89¢ — 70% 18,67( 54 50 32,37t
Total loans held for
investment $ 5,020,56! $ 2,784,261 $ 1,262,900 $ 2,146,22¢ $ 1535( $ 93,16( $ 11,322,47
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The following table details activity in the reseifee loan losses by portfolio segment for the mmenths ended September 30, 2014 and
September 30, 2013 . Allocation of a portion of thgerve to one category of loans does not predls@deailability to absorb losses in other
categories.

September 30, 2014

Mortgage Real

(in thousands) Commercial Finance Construction Estate Consumer Leases Unallocated Total
Beginning balance $ 39,866 $ — $ 1455 $ 2421 $ 14¢ $ 3,108 $ 571¢ $ 87,60«
Provision for loan losses 20,90( — (1,617 (6,09%) 112 (1,480 2,04¢ 13,87(
Charge-offs 8,51¢ — — 29¢€ 101 — — 8,91¢
Recoveries 3,48( — — 45 66 172 — 3,76:

Net charge-offs

(recoveries) 5,03¢ — — 251 35 172 — 5,152
Ending balance $ 55730 % — $ 1294: $ 1786 $ 22¢ $ 1799 $ 7,760 $ 96,32
Period end amount
allocated to:

Loans individually
evaluated for
impairment $ 599 3 — 8 — 3 66C $ — 3 2 ¢ — $ 6,661

Loans collectively
evaluated for

impairment 49,73 — 12,94 17,20« 22¢ 1,79¢ 7,763 89,66!
Ending balance $ 55730 $ — $ 1294: $ 17,86¢ % 22¢  $ 1,799 $ 7,762 $ 96,32
September 30, 2013

Mortgage Real
(in thousands) Commercial Finance Construction Estate Consumer Leases Unallocated Total
Beginning balance $ 21547 $ — $ 12,097 $ 30,89 % 226 $ 246( $ 7,112 $ 74,33
Provision for loan losses 15,701 — 1,86¢ (4,799 25 (4) 49¢ 13,29¢
Charge-offs 4,97( — — 144 45 2 — 5,161
Recoveries 97¢ — — 21C 64 27¢ — 1,531
Net charge-offs
(recoveries) 3,992 — — (66) (29 277) — 3,63(
Ending balance $ 33,26: $ — $ 1396 $ 26,166 $ 27C $ 2,73t $ 7,612 $ 84,00¢
Period end amount
allocated to:

Loans individually

evaluated for

impairment $ 319¢ 3 — 8 — $ 1,06 $ 11 % 9 4 — $ 428
Loans collectively

evaluated for

impairment 30,06 — 13,96: 25,10: 25¢ 2,72¢ 7,61z 79,72:

Ending balance $ 33,26: $ — $ 13,96¢ $ 26,16¢ $ 27C ¢ 2,73t § 7,61: $ 84,00¢
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Our recorded investment in loans as of Septembe2@®D , December 31, 2013 and September 30, r20dtgd to each balance in the
allowance for loan losses by portfolio segment diseggregated on the basis of our impairment metloggt was as follows (in thousands):

September 30, 2014

Mortgage
Commercial Finance Construction Real Estate Consumer Leases Total
Loans individually evaluated fc
impairment $ 27,10¢ $ —  $ — 17,90 $ — 1cC % 45,02:
Loans collectively evaluated for
impairment 5,594,22 3,774,46 1,640,59 2,344,32 16,50: 101,31 13,471,43
Total $ 562133 $ 3,77446 $ 1,64059 $ 2,362,231 $ 16,50 $ 101,327 $ 13,516,45
December 31, 2013
Mortgage
Commercial Finance Construction Real Estate Consumer Leases Total
Loans individually evaluated fc
impairment $ 15,13¢ $ —  $ 70t $ 24,02¢ $ 54 % 50 % 39,97¢
Loans collectively evaluated for
impairment 5,005,42 2,784,26! 1,262,201 2,122,201 15,29¢ 93,11( 11,282,49
Total $ 5,020,560 $ 2,784,26f $ 1,262,900 $ 2,146,220 $ 15,35 % 93,16( $ 11,322,47
September 30, 2013
Mortgage
Commercial Finance Construction Real Estate Consumer Leases Total
Loans individually evaluated fc
impairment $ 23,42. $ —  $ —  $ 23,74+ $ 7C % 57 % 47,29:
Loans collectively evaluated for
impairment 4,758,81. 2,262,08! 1,125,90: 2,063,311 19,54¢ 85,87¢ 10,315,54
Total $ 478223 $ 2,262,08 $ 1,125900 $ 2,087,05 $ 19,61¢ $ 85,93t $ 10,362,84

We have traditionally maintained an unallocateemnes component to compensate for the uncertairdycamplexity in estimating loan and
lease losses including factors and conditionsri®at not be fully reflected in the determination apglication of the allowance allocation
percentages. We believe the level of unallocatedrues at September 30, 2014 is warranted due toothitinued uncertain economic
environment which has produced losses, includingélresulting from borrowers' misstatement of faiannformation or inaccurate
certification of collateral values. Such lossesrasenecessarily correlated with historical loghtts or general economic conditions. Our
methodology used to calculate the allowance considistorical losses; however, the historical Iaes for specific product types or credit
risk grades may not fully incorporate the effedtsantinued weakness in the economy.

Generally we place loans on non-accrual when tisesieclear indication that the borrower’s cash flmay not be sufficient to meet payments
as they become due, which is generally when ai®80 days past due. When a loan is placed on nonal status, all previously accrued
and unpaid interest is reversed. Interest incomsatisequently recognized on a cash basis as lafg asmaining unpaid principal amount of
the loan is deemed to be fully collectible. If eaflability is questionable, then cash paymentappdied to principal. As of September 30,
2014 , $310,000 of our non-accrual loans were egran a cash basis, compared to none at Decemp2033 . A loan is placed back on
accrual status when both principal and interestareent and it is probable that we will be ablebdlect all amounts due (both principal and
interest) according to the terms of the loan agerenThe table below summarizes our non-accrualddgy type and purpose as of
September 30, 2014 and December 31, 2013 (in thdska
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Commercial
Business loans
Energy
Construction
Market risk
Real estate
Market risk
Commercial
Secured by 1-4 family
Consumer
Leases
Total non-accrual loans

19

September 30, December 31,
2014 2013

23,93 $ 12,89¢

1,07« —

— 70&

6,77¢ 15,60

4,047 50¢

1,89¢ 2,55¢

— 54

1C 5C

37,73 $ 32,37t
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A loan held for investment is considered impairdtewn, based on current information and events ptabable that we will be unable to
collect all amounts due (both principal and intBrascording to the terms of the loan agreemeracbordance withSC 310 Receivablesve
have also included all restructured loans in oyrdired loan totals. The following tables detail oupaired loans, by portfolio class as of
September 30, 2014 and December 31, 2013 (in thdgga

September 30, 2014

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized

With no related allowance recorded:
Commercial

Business loans $ 9,15¢ % 11,407  $ — $ 6,67¢ $ —

Energy — — — 50C 15
Construction

Market risk — — — 157 —
Real estate

Market risk 5,36¢ 5,36¢ — 9,01¢ —

Commercial 3,56% 3,56% — 2,54 —

Secured by 1-4 family 1,321 1,321 — 1,32( —
Consumer — — — — —
Leases — — — — —
Total impaired loans with no allowance recorded $ 19,41: $ 21,66( $ — $ 20,21+ $ 15
With an allowance recorded:
Commercial

Business loans $ 16,877 $ 16,877 $ 5,701 $ 17,12¢ $ —

Energy 1,074 1,074 29¢ 972 —
Construction

Market risk — — — — —
Real estate

Market risk 5,457 5,457 374 5,07¢ —

Commercial 484 484 73 778 —

Secured by 1-4 family 1,71C 1,71C 213 2,23t —
Consumer — — — 15 —
Leases 10 10 2 34 =
Total impaired loans with an allowance recorded $ 2561: % 2561: % 6,661 % 26,23 % —
Combined:
Commercial

Business loans $ 26,03t $ 28,28¢ $ 5,701 $ 23,80¢ $ —

Energy 1,07¢ 1,07¢ 29¢ 1,472 15
Construction

Market risk — — — 157 —
Real estate

Market risk 10,82¢ 10,82¢ 374 14,09: —

Commercial 4,047 4,047 73 3,31¢ —

Secured by 1-4 family 3,031 3,031 213 3,55k —
Consumer — — — 15 —
Leases 10 10 2 34 —
Total impaired loans $ 45,02 % 4727: % 6,661 % 46,44 % 15
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December 31, 2013

With no related allowance recorded:

Commercial
Business loans
Energy

Construction
Market risk

Real estate
Market risk
Commercial
Secured by 1-4 family

Consumer

Leases

Total impaired loans with no allowance recorded

With an allowance recorded:
Commercial
Business loans
Energy
Construction
Market risk
Real estate
Market risk
Commercial
Secured by 1-4 family
Consumer
Leases

Total impaired loans with an allowance recorded

Combined:
Commercial
Business loans
Energy
Construction
Market risk
Real estate
Market risk
Commercial
Secured by 1-4 family
Consumer
Leases
Total impaired loans

Unpaid Average Interest
Recorded Principal Related Recorded Income
Investment Balance Allowance Investment Recognized
$ 2,008 % 2,008 % — 4,26¢ —
1,61« 3,44: — 96¢ —
70t 70t — 3,111 114
13,52« 13,52« — 9,79¢ —
50¢ 50¢ — 5,45¢ —
1,32( 1,32( — 2,46¢ —
$ 19,67¢  $ 21,50f % — 26,06 114
$ 11,06  $ 12,428 $ 1,946 % 14,24( —
46( 46C 69 91z —
— — — 16C —
6,28¢ 6,28¢ 822 7,912 —
— — — 477 —
2,38 2,38 321 914 —
54 54 8 43 —
5C 5C 8 72 —
$ 20,30 % 21,66 % 3,172 % 24.,73: —
$ 13,06¢ 14,43( $ 1,94¢ $ 18,50t —
2,07¢ 3,90z 69 1,88 —
70t 70t — 3,271 114
19,81: 19,81 82z 17,70¢ —
50¢ 50¢ — 5,93t —
3,707 3,707 321 3,37¢ —
54 54 8 43 —
5C 5C 8 72 —
$ 39,97¢ 43,17( $ 3,17¢ $ 50,79 114
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Average impaired loans outstanding during the nimaths ended September 30, 2014 and 2013 totatd $4llion and $56.9 million ,
respectively.

The table below provides an age analysis of our ghas loans that are still accruing as of Septerbef014 (in thousands):

Greater
Than 90
30-59 Days 60-89 Days Days and Total Past
Past Due Past Due Accruing(1) Due Current Total
Commercial
Business loans $ 14,30 $ 721z % 5912 ¢ 27,42t $ 4,63551. $ 4,662,94
Energy — — — — 933,39( 933,39(
Mortgage finance loans — — — — 3,774,46 3,774,46
Construction
Market risk 98¢ 2,13t — 3,11¢ 1,615,72! 1,618,84.
Secured by 1-4 family — — — — 21,75 21,75:
Real estate
Market risk 1,39t 2,94¢ — 4,344 1,782,45I 1,786,79.
Commercial — 5,37¢ 78 5,45¢ 469,53« 474,98
Secured by 1-4 family — 41 11C 151 87,58! 87,73:
Consumer 152 62 — 214 16,28¢ 16,50:
Leases — 27 — 27 101,29( 101,31
Total loans held for investment $ 16,83( $ 17,80 % 6,102 $ 40,73: $ 13,437,99  $13,478,72

(1) Loans past due 90 days and still accruinguohes premium finance loans of $5.3 million . Thiesas are generally secured by
obligations of insurance carriers to refund premgwn canceled insurance policies. The refund ohpmns from the insurance
carriers can take 180 days or longer from the dtim date.

Restructured loans are loans on which, due to éheWwer’s financial difficulties, we have granted@ncession that we would not otherwise
consider for borrowers of similar credit qualityhi$ may include a transfer of real estate or o#issets from the borrower, a modification of
loan terms, or a combination of the two. Modifioa of terms that could potentially qualify as stmecturing include reduction of contract
interest rate, extension of the maturity date @ratractual interest rate lower than the curret@ far new debt with similar risk, or a reducti
of the face amount of debt, or forgiveness of eifitencipal or accrued interest. As of SeptemberZ814 and December 31, 2013 , we had
$1.9 million and $1.9 million , respectively, irales considered restructured that are not on nomralcd@hese loans did not have unfunded
commitments at September 30, 2014 or December@B 20f the non-accrual loans at September 304 208 December 31, 2013 , $13.9
million and $17.8 million respectively, met the criteria for restructur€dese loans had no unfunded commitments at thepertive balanc
sheet dates. A loan continues to qualify as retrad until a consistent payment history or chaindeorrower’s financial condition has been
evidenced, generally no less than twelve monthsuking that the restructuring agreement specifiéaterest rate at the time of the
restructuring that is greater than or equal torétte that we are willing to accept for a new exiem®f credit with comparable risk, then the
loan no longer has to be considered a restructifrings in compliance with modified terms in caldar years after the year of the restructure.
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The following tables summarize, for the nine morghded September 30, 2014 and 2013, loans thatnestructured during 2014 and 2013
(in thousands):

September 30, 2014

Pre-Restructuring Post-Restructuring
Number of Outstanding Recorded Outstanding Recorded
Restructured Loans Investment Investment
Real estate—commercial 1 $ 1,441 $ 1,43(
Commercial business loans 1 $ 95 $ 95
Total new restructured loans in 2014 2 $ 1,53¢ $ 1,52¢
September 30, 2013
Pre-Restructuring Post-Restructuring
Number of Outstanding Recorded Outstanding Recorded
Restructured Loans Investment Investment
Commercial business loans 3 $ 10,82: $ 10,73¢
Real estate market risk 1 $ 89z $ 892
Total new restructured loans in 2013 4 $ 11,71¢ $ 11,62¢

The restructured loans generally include termgmaporarily place loans on interest only, extendpiéngment terms or reduce the interest rate.
We did not forgive any principal on the above lodrse restructuring of the loans did not have aifitant impact on our allowance for loan
losses at September 30, 2014 or 2013 .

The following table provides information on howtrestured loans were modified during the nine merghded September 30, 2014 20d:
(in thousands):

Nine months ended September 30,

2014 2013
Extended maturity $ 1,43C $ 892
Combination of maturity extension and payment saleddjustment 95 10,73«
Total $ 152t % 11,62¢

As of September 30, 2014 and 2013, we did not haydoans that were restructured within the I&smbnths that subsequently defaulted.

(5) OREO AND VALUATION ALLOWANCE FOR LOSSES ON OREO
The table below presents a summary of the actreigted to OREO (in thousands):

Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
Beginning balance $ 68E $ 13,05 $ 5,11( $ 15,99:
Additions — 68 851 98C
Sales (68) (31€) (5,349 (3,712
Valuation allowance for OREO — — — (164)
Direct write-downs — — — (290)
Ending balance $ 617 $ 12,80f $ 617 $ 12,80¢

(6) FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RI SK

The Bank is a party to financial instruments witfilzalance sheet risk in the normal course of besérto meet the financing needs of its
customers. These financial instruments include ci@ments to extend credit and standby letters aditrehich involve varying degrees of
credit risk in excess of the amount recognizedhendonsolidated balance sheets. The Bank’s exptsuredit loss in the event of non-
performance by the other party to the financialrimaent for commitments to
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extend credit and standby letters of credit is@spnted by the contractual amount of these insmtsn&he Bank uses the same credit policies
in making commitments and conditional obligatiosstaloes for on-balance sheet instruments. Theauatraf collateral obtained, if deemed
necessary, is based on management’s credit evaluaitithe borrower.

Commitments to extend credit are agreements totteaccustomer as long as there is no violatioanyf condition established in the contract.
Commitments generally have fixed expiration datestber termination clauses and may require paymeatfee. Since many of the
commitments may expire without being drawn upoa,ttital commitment amounts do not necessarily sgpriefuture cash requirements. The
Bank evaluates each customer’s credit-worthiness case-by-case basis.

Standby letters of credit are conditional commitiséssued by the Bank to guarantee the performahaeustomer to a third party. Those
guarantees are primarily issued to support pulécivate borrowing arrangements. The creditinsolved in issuing letters of credit is
essentially the same as that involved in extenttiag facilities to customers.

The table below summarizes our off-balance shaeanfiial instruments whose contract amounts repregemnedit risk (in thousands):

September 30, 2014 December 31, 2013
Commitments to extend credit $ 4,998,011 % 3,674,39:
Standby letters of credit 164,11° 145,66

(7) REGULATORY MATTERS

The Company and the Bank are subject to varioudaggy capital requirements administered by tlieefal banking agencies. Failure to
meet minimum capital requirements can initiateaiarmandatory (and possibly additional discretighactions by regulators that, if
undertaken, could have a direct material effedh@enCompany’s and the Bank’s financial statemeuitsler capital adequacy guidelines and
the regulatory framework for prompt corrective antithe Company and the Bank must meet specifitadguidelines that involve
guantitative measures of the Company’s and the Baadsets, liabilities, and certain off-balanceetlitems as calculated under regulatory
accounting practices. The Company’s and the Bard¢stal amounts and classification are also subgegtialitative judgments by the
regulators about components, risk weightings ahdrdictors.

Quantitative measures established by regulati@nsare capital adequacy require the Company anBahk to maintain minimum amounts
and ratios of total and Tier 1 capital to risk-weed assets, and of Tier 1 capital to averagesissmth as defined in the regulations.
Management believes, as of September 30, 2014 thén&Company and the Bank met all capital adequegyirements to which they are
subject.

Financial institutions are categorized as well tdjzied or adequately capitalized, based on minintal risk-based, Tier 1 risk-based and
Tier 1 leverage ratios. As shown in the table beline Company’s capital ratios exceeded the reguylatefinition of adequately capitalized
as of September 30, 2014 , and December 31, 2B48ed upon the information in its most recentlgditall report, the Bank met the capital
ratios necessary to be well capitalized. The regnfeauthorities can apply changes in classificatibassets and such change may
retroactively subject the Company to change intahpatios. Any such change could result in redg@ne or more capital ratios below well-
capitalized status. In addition, a change may tésunposition of additional assessments by théd-br could result in regulatory actions
that could have a material effect on condition esslilts of operations.

The table below summarizes our capital ratios:

September 30, December 31,
2014 2013
Company
Risk-based capital:
Tier 1 capital 8.8:% 9.15%
Total capital 11.31% 10.72%
Leverage 10.1% 10.81%
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Dividends that may be paid by subsidiary banks@uéinely restricted by various regulatory autbiest The amount that can be paid in any
calendar year without prior approval of the Bani€gulatory agencies cannot exceed the lesser afehprofits (as defined) for that year plus
the net profits for the preceding two calendar gear retained earnings. The Basel Il Capital Buédfective for us on January 1, 2015, will
further limit the amount of dividends that may tedoby our bank. No dividends were declared or paidommon stock during the nine
months ended September 30, 2014 or 2013 .

On March 28, 2013, we completed a sale of 6.0 aml§hares of 6.5% non-cumulative preferred stoakyplue $0.01 , with a liquidation
preference of $25 per share, in a public offerbigidends on the preferred stock are not cumuladivé will be paid when declared by our
board of directors to the extent that we have I[#iwfawailable funds to pay dividends. If declarddjidends will accrue and be payable
quarterly, in arrears, on the liquidation prefeeamount, on a non-cumulative basis, at a rate5@6 per annum. We paid $7.3 million in
dividends on the preferred stock for the nine memihded September 30, 2014 . Holders of prefetost svill not have voting rights, except
with respect to authorizing or increasing the atit®al amount of senior stock, certain changesertéhms of the preferred stock, certain
dividend non-payments and as otherwise requireappjicable law. Net proceeds from the sale tot&étbtb.0 million . The additional equity
was used for general corporate purposes, includingding regulatory capital infusions into the Bank.

During January 2014, we completed an offering 8frtillion shares of our common stock. Net procdenis the sale totaled $106.5 million .
On January 31, 2014, the Bank issued $175.0 mitifssubordinated notes in an offering to institnibinvestors exempt from registration
under Section 3(a)(2) of the Securities Act of 1888 12 C.F.R. Part 16. Net proceeds from the actitn were $172.4 million . The notes
mature in January 2026 and bear interest at af&®5% per annum, payable semi-annually. Thesiate unsecured and are subordinate to
the Bank’s obligations to its deposits, its obligas under banker’s acceptances and letters oitcoedtain obligations to Federal Reserve
Banks and the FDIC and the Bank’s obligationsdmther creditors, except any obligations whichregsly rank on a parity with or junior to
the notes. The notes qualify as Tier 2 capitatégulatory capital purposes, subject to appliciibigations. The net proceeds of both
offerings were used by the Company for general@ate purposes, including retirement of $15.0 omillof short-term debt that was
outstanding at December 31, 2013, and additicaaital to support continued loan growth.

(8) STOCK-BASED COMPENSATION

The fair value of our stock option and stock apjatian right (“SAR”) grants are estimated at theéedaf grant using the Black-Scholes option
pricing model. The Black-Scholes option pricing rabdas developed for use in estimating the faingalf traded options which have no
vesting restrictions and are fully transferableatidition, option valuation models require the ingiuhighly subjective assumptions including
the expected stock price volatility. Because oupleyee stock options have characteristics sigmfigadifferent from those of traded optiol
and because changes in the subjective input asgunaman materially affect the fair value estimatenanagement’s opinion, the existing
models do not necessarily provide the best singlasure of the fair value of our employee stockomysti

Stock-based compensation consists of SARs and g&lsed from 2007 through 2013.

Three months ended September 30, Nine months ended September 30,
(in thousands) 2014 2013 2014 2013
Stock- based compensation expense recognized:
SARs $ 12¢ $ 13C % 41¢ $ 412
RSUs 972 923 3,20¢ 2,48¢
Total compensation expense recognized $ 1,10C $ 1,05: $ 3,62¢ $ 2,89¢
September 30, 2014
SARs and
(in thousands) Options RSUs
Unrecognized compensation expense related to weo/estards $ — $ 11,06:
Weighted average period over which expense is éggddo be recognized, in years N/A 3.t

In connection with the 2010 Long-term IncentiverRine Company has issued cash-based performaiiseAiIsummary of the
compensation cost for these units is as followsh@usands):
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Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
Cash-based performance units $ 3,357 $ 2,161 $ 8,06% $ 11,56¢

(9) DISCONTINUED OPERATIONS

Subsequent to the end of the first quarter of 2@@7and the purchaser of our residential mortgaege tivision (“RML") agreed to terminate
and settle the contractual arrangements relatdtketeale of the division, which had been completdf the end of the third quarter of 2006.
Historical operating results of RML are reflectedddiscontinued operations in the financial statesien

We hold approximately $288,000 in loans held fde $eom discontinued operations that are carrieth@testimated market value at quarter-
end, which is less than the original cost. We ptasell these loans, but timing and price to bézed cannot be determined at this time du
market conditions. In addition, we continue to &sdrrequests from investors related to repurchéséms previously sold. While the balan
as of September 30, 2014 and December 31, 201Bdmel liability for exposure to additional continges, including the risk of having to
repurchase loans previously sold, we recognizerttaaket conditions may result in additional expesorloss and the extension of time
necessary to complete the discontinued mortgagetpe.

(10) FAIR VALUE DISCLOSURES

ASC 820,Fair Value Measurements and Disclosu(&SC 820"), defines fair value, establishes a feavork for measuring fair value under
GAAP and requires enhanced disclosures about #ilevmeasurements. Fair value is defined under 88Xas the price that would be
received for an asset or paid to transfer a lighfin exit price) in the principal market for thgset or liability in an orderly transaction
between market participants on the measurement date

We determine the fair market values of our assaddiabilities measured at fair value on a recyg@md nonrecurring basis using the fair
value hierarchy as prescribed in ASC 820. The sihdescribes three levels of inputs that may led s measure fair value as provided
below.

Level 1 Quoted prices in active markets for identical assetiabilities

Level 2 Observable inputs other than Level 1 griseich as quoted prices for similar assets oftitiab; quoted prices in markets that are not
active; or other inputs that are observable ortsanorroborated by observable market data for anbatly the full term of the assets
or liabilities. Level 2 assets include U.S. goveemtnand agency mortgage-backed debt securitiescipahbonds, and Community
Reinvestment Act funds. This category includeswdgnie assets and liabilities where values areinbtbfrom independent pricing
services.

Level 3 Unobservable inputs that are supported by littltammarket activity and that are significant to thie value of the assets or liabiliti
Level 3 assets and liabilities include financiatimments whose value is determined using pricindets, discounted cash flow
methodologies, or similar techniques, as well agiments for which the determination of fair valwequires significant
management judgment or estimation. This categanydes impaired loans and OREO where collateralesahave been based on
third party appraisals; however, due to currenneatic conditions, comparative sales data typicadigd in appraisals may be
unavailable or more subjective due to lack of madativity.
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Assets and liabilities measured at fair value git&aber 30, 2014 and December 31, 2013 are asviliim thousands):

Fair Value Measurements Using

September 30, 2014 Level 1 Level 2 Level 3
Available for sale securities:(1)

Residential mortgage-backed securities $ — % 33,33:  $ —

Municipals — 3,26¢ —

Equity securities(2) — 7,33¢ —
Loans(3) (5) — — 30,19¢
OREO(4) (5) — — 617
Derivative assets(6) — 20,50: —
Derivative liabilities(6) — (20,507 —

December 31, 2013
Available for sale securities:(1)

Residential mortgage-backed securities $ — 3 41,46: $ —
Municipals — 14,50¢ —
Equity securities(2) — 7,247 —
Loans(3) (5) — — 13,47
OREO(4) (5) — — 5,11(
Derivative assets(6) — 9,317 —
Derivative liabilities(6) — (9,319 —

Q) Securities are measured at fair value on a re@ibasis, generally month

(2) Equity securities consist of Community Reinvestnsettfunds

3) Includes impaired loans that have been meddoréampairment at the fair value of the loarcollatera

(4) OREO is transferred from loans to OREO at fair ged&ss selling cos

(5) Fair value of loans and OREO is measured worgecurring basis, generally annually or morerofte warranted by market and
economic conditions.

(6) Derivative assets and liabilities are measurediat/lue on a recurring basis, generally quari

Level 3 Valuations

Financial instruments are considered Level 3 wheir talues are determined using pricing modegalinted cash flow methodologies or
similar techniques and at least one significant@hadsumption or input is unobservable. Level @ritial instruments also include those for
which the determination of fair value requires figant management judgment or estimation. Curyemnte measure fair value for certain
loans and OREO on a nonrecurring basis as desditled.

Loans

During the three months and nine months ended 8éyete30, 2014 and the year ended December 31, 26itajn impaired loans were
reevaluated and reported at fair value througheaiip allocation of the allowance for loan losé@sed upon the fair value of the underlying
collateral. The $30.2 million total above includegaired loans at September 30, 2014 with a cagryalue of $35.4 million that were
reduced by specific allowance allocations totalsg2 million for a total reported fair value of $30million based on collateral valuations
utilizing Level 3 valuation inputs. The $13.5 nuolfi total above includes impaired loans at DecerlbeP013 with a carrying value of $14.9
million that were reduced by specific valuatioromlince allocations totaling $1.4 million for a fatported fair value of $13.5 million based
on collateral valuations utilizing Level 3 valuationputs. Fair values were based on third partyaipals.

OREO

Certain foreclosed assets, upon initial recognjtaye valued based on third party appraisals letimated selling costs. At September 30,
2014 and December 31, 2014, OREO had a carryingewal $617,000 and $5.1 million , respectively haib specific valuation allowance.
The fair value of OREO was computed based on fhartly appraisals, which are Level 3 valuation isput
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Fair Value of Financial Instruments

Generally accepted accounting principles requiseldsure of fair value information about finandiedtruments, whether or not recognizec

the balance sheet, for which it is practical taneate that value. In cases where quoted marketprce not available, fair values are based on
estimates using present value or other valuaticmigues. Those techniques are significantly aéiéétty the assumptions used, including the
discount rate and estimates of future cash flovass @isclosure does not and is not intended tcessprt the fair value of the Company.

A summary of the carrying amounts and estimatadvidues of financial instruments is as follows tfiousands):

September 30, 2014 December 31, 2013

Carrying Estimated Carrying Estimated

Amount Fair Value Amount Fair Value
Cash and cash equivalents $ 529,70: $ 529,70: $ 153,91: $ 153,91:
Securities, available-for-sale 43,93¢ 43,93¢ 63,21« 63,21«
Loans held for sale from discontinued operations 28¢ 28¢ 294 294
Loans held for investment, net 13,364,27 13,369,57 11,182,97 11,179,14
Derivative assets 20,50: 20,50: 9,311 9,311
Deposits 11,715,80 11,715,93 9,257,37! 9,257,57.
Federal funds purchased 256,17 256,17 148,65( 148,65(
Customer repurchase agreements 29,501 29,501 21,95¢ 21,95¢
Other borrowings 450,01: 450,01: 855,02¢ 855,02¢
Subordinated notes 286,00( 283,84 111,00( 96,641
Trust preferred subordinated debentures 113,40¢ 113,40¢ 113,40¢ 113,40¢
Derivative liabilities 20,50: 20,50: 9,31 9,31

The following methods and assumptions were usettid¥Company in estimating its fair value disclosuigg financial instruments:

Cash and cash equivalents

The carrying amounts reported in the consolidatddrize sheet for cash and cash equivalents appatecitmeir fair value, which is
characterized as a Level 1 asset in the fair Vialkerarchy

Securities

The fair value of investment securities is basegrices obtained from independent pricing servigbigh are based on quoted market prices
for the same or similar securities, which is cheedzed as a Level 2 asset in the fair value hadrarWe have obtained documentation from
the primary pricing service we use about their peses and controls over pricing. In addition, gquarterly basis we independently verify the
prices that we receive from the service providéngisvo additional independent pricing sources. Aignificant differences are investigated
and resolved.

Loans, ne

Loans are characterized as Level 3 assets in ithealaie hierarchy. For variablete loans that reprice frequently with no sigmifitchange i
credit risk, fair values are generally based omyirag values. The fair value for all other loangs&imated using discounted cash flow
analyses, using interest rates currently beingedféor loans with similar terms to borrowers ahsar credit quality. The carrying amount of
accrued interest approximates its fair value. Tdreying amount of loans held for sale approximéaésvalue.

Derivatives

The estimated fair value of interest rate swapscapd are obtained from independent pricing seswi@sed on quoted market prices for the
same or similar derivative contracts and are chiaraed as a Level 2 asset in the fair value hadrnarOn a quarterly basis, we independently
verify the fair value using an additional indepemdericing source.
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Deposits

Deposits are characterized as Level 3 liabilittethe fair value hierarchy. The carrying amountsviariable-rate money market accounts
approximate their fair value. Fixed-term certifieabf deposit fair values are estimated using@odisted cash flow calculation that applies
interest rates currently being offered on certtsato a schedule of aggregated expected montHiyrities.

Federal funds purchased, customer repurchase ageatanother borrowings, subordinated notes andt tpusferred subordinated debentul

The carrying value reported in the consolidate@died sheet for Federal funds purchased, customperctease agreements and other short-
term, floating rate borrowings approximates thair ¥alue, which is characterized as a Level 1tdaghe fair value hierarchy. The fair value
of any fixed rate short-term borrowings and trusff@rred subordinated debentures are estimated agiiiscounted cash flow calculation that
applies interest rates currently being offerediamlar borrowings, which is characterized as a L&gability in the fair value hierarchy. The
subordinated notes are publicly traded and areeddhased on market prices, which is characterigedlaevel 2 liability in the fair value
hierarchy.

(11) DERIVATIVE FINANCIAL INSTRUMENTS

The fair value of derivative positions outstandisgncluded in other assets and other liabilitreghie accompanying consolidated balance
sheets.

During 2014 and 2013, we entered into certain @derate derivative positions that are not desgghas hedging instruments. These deriv
positions relate to transactions in which we eint&r an interest rate swap, cap and/or floor witugtomer while at the same time entering
into an offsetting interest rate swap, cap andémrfwith another financial institution. In connieet with each swap transaction, we agree to
pay interest to the customer on a notional amouatvariable interest rate and receive intereshftioe customer on a similar notional amount
at a fixed interest rate. At the same time, we agpgpay another financial institution the samediinterest rate on the same notional amount
and receive the same variable interest rate orahee notional amount. The transaction allows ostotoer to effectively convert a variable
rate loan to a fixed rate. Because we act as amir@diary for our customer, changes in the fain@alf the underlying derivative contracts
substantially offset each other and do not havateral impact on our results of operations.

The notional amounts and estimated fair valuestefést rate derivative positions outstanding at&aber 30, 2014 and December 31, 2013
are presented in the following tables (in thousgnds

September 30, 2014 December 31, 2013
Notional Estimated Fair Notional Estimated Fair
Amount Value Amount Value
Non-hedging interest rate derivative:
Commercial loan/lease interest rate swaps - assets  $ 886,600 $ 19,18: % 764,93¢ $ 8,65:
Commercial loan/lease interest rate swaps - |t#sli (886,60 (19,187 (764,939 (8,652
Commercial loan/lease interest rate caps 47,16t 1,32( 58,70¢t 665
Commercial loan/lease interest rate caps (47,165 (2,320 (58,706 (665)

The weighted-average receive and pay interest fatésterest rate swaps outstanding at Septembe2@®L4 were as follows:

September 30, 2014 December 31, 2013
Weighted-Average Interest Rate ~ Weighted-Average Interest Rate
Received Paid Received Paid
Non-hedging interest rate swaps 4.85% 2.84% 4.8% 2.9%

The weighted-average strike rate for outstanditer@st rate caps was 1.47% at September 30, 2@i14.87% at December 31, 2013 .

Our credit exposure on interest rate swaps andisdjpsited to the net favorable value and integstments of all swaps and caps by each
counterparty. In such cases collateral may be reddiom the counterparties involved if the neteadf the
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swaps and caps exceeds a nominal amount considebedmmaterial . Our credit exposure, net of eoljateral pledged, relating to interest
rate swaps and caps was approximately $20.5 mgéit@®eptember 30, 2014 and approximately $9.3anikit December 31, 2013, all of
which relates to bank customers. Collateral leaetsmonitored and adjusted on a regular basishfanges in interest rate swap and cap
values. At September 30, 2014 and December 31, 2@&%ad $20.0 million and $10.7 million , respesly, in cash collateral pledged for
these derivatives included in interest-bearing diépo

(12) STOCKHOLDERS' EQUITY

On March 28, 2013, we completed a sale of 6.0 aml§hares of 6.5% non-cumulative preferred stoakyplue $0.01 , with a liquidation
preference of $25 per share, in a public offerbigidends on the preferred stock are not cumulaive will be paid if and when declared by
our board of directors to the extent that we hawveflly available funds to pay dividends. If deeldy dividends will accrue and be payable
quarterly, in arrears, on the liquidation prefeeeamount, on a non-cumulative basis, at a rate5®6 per annum. For tmne months end:
September 30, 2014 , we paid $7.3 million in divide on the preferred stock. Holders of preferredkstio not have voting rights, except
with respect to authorizing or increasing the atit®al amount of senior stock, certain changesertéhms of the preferred stock, certain
dividend non-payments and as otherwise requireappjicable law. Net proceeds from the sale totélbth.0 million . The proceeds were
used for general corporate purposes, includingifighcegulatory capital infusions into the Bank.

During January 2014, we completed an offering &frtillion shares of our common stock. Net procdenis the sale totaled $106.5 million .
The net proceeds of the offering were availablénéoCompany for general corporate purposes, inefudktirement of $15.0 million of short-
term debt that was outstanding at December 31, 2@h8 additional capital to support continued Igemwth.

(13) NEW ACCOUNTING PRONOUNCEMENTS

ASU 201-04 “Receivables (Topic 310) — Troubled Debt Resgtrrings by Creditors” (*“ASU 2014-04"amends Topic 310 “Receivables” to
clarify the terms defining when an in substancesspssion or foreclosure occurs, which determireswthe receivable should be
derecognized and the real estate property is réoedgnASU 2013-04 is effective for annual periodd @nterim periods within those annual
periods beginning after December 15, 2014. It isexpected to have a significant impact on our obidated financial statements.

ASU 201-09 "Revenue from Contracts with Customers (Top&)'6("ASU 2014-09")mplements a common revenue standard that clarifies
the principles for recognizing revenue. The coiagiple of ASU 2014-09 is that an entity shouldagnize revenue to depict the transfer of
promised goods or services to customers in an antbanreflects the consideration to which thetgrgkpects to be entitled in exchange for
those goods or services. ASU 2014-09 establistigs-atep model which entities must follow to reode revenue and removes
inconsistencies and weaknesses in existing guid#®id 2014-09 is effective for annual and interiaripds beginning after December 15,
2016 and is not expected to have a significant ohpa our consolidated financial statements.

ASU 201-11 "Transfers and Servicing (Topic 860" ("ASU 2414) requires that repurchase-to-maturity transacti@nadzounted for as
secured borrowings consistent with the accountingther repurchase agreements. The amendmenSUWa?A14-11 update the accounting
for repurchase-to-maturity transactions and linfurehase financings to secured borrowing accountifdch is consistent with the
accounting for other repurchase agreements. AS4-2Q1also requires two new disclosures. The fiigtldsure requires an entity to disclose
information on transfers accounted for as salesateeconomically similar to repurchase agreem@ifts second disclosure provides added
transparency about the types of collateral pledgedpurchase agreements and similar transacticomuated for as secured borrowings. A
2014-11 is effective for annual and interim peribdginning after December 15, 2014 and is not érpdo have a significant impact on our
consolidated financial statements.

ASU 201-12 "Compensation - Stock Compensation (Topic 7A8pounting for Share-Based Payments When the Tafrars Award Provide
That a Performance Target Could Be Achieved afterRequisite Service Period" ("ASU 2014-IZquires that a performance target that
affects vesting and that could be achieved aferéiguisite service period be treated as a perfacenaondition. ASU 2014-12 is intended to
resolve the diverse accounting treatments of thgses of awards in practice and is effective famaa and interim periods beginning after
December 15, 2015 and is not expected to havendisant impact on our consolidated financial sta¢ats.
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QUARTERLY FINANCIAL SUMMARY — UNAUDITED

Consolidated Daily Average Balances, Average Yieldd Rates

(In thousands)

Assets

Securities — taxable
Securities — non-taxab(e)
Federal funds sold
Deposits in other banks

Loans held for investment, mortgage
finance loans

Loans held for investment

Less reserve for loan losses
Loans, net of reserve
Total earning assets
Cash and other assets
Total assets
Liabilities and Stockholders’ Equity
Transaction deposits
Savings deposits
Time deposits
Deposits in foreign branches
Total interest bearing deposits
Other borrowings
Subordinated notes

Trust preferred subordinated debentur:

Total interest bearing liabilities
Demand deposits

Other liabilities

Stockholders’ equity

Total liabilities and stockholders’ equity$13,629,60

Net interest income)
Net interest margin
Net interest spread
Loan spread

Additional information from discontinue

operations:
Loans held for sale
Borrowed funds
Net interest income

Net interest margin—consolidated

For the three months ended
September 30, 2014

For the three months ended
September 30, 2013

Average Revenue/ Yield/ Average Revenue/ Yield/
Balance Expense(1) Rate Balance Expense(1) Rate
$ 41,71¢ 3 38¢ 3.6 $ 54,83¢ 522 3.7¢%
4,69 69 5.8%% 16,87¢ 24¢ 5.7¢%
105,79: 68 0.26% 78,89¢ 22 0.11%
283,06: 17€ 0.25% 88,71 6C 0.27%
3,452,78. 27,27¢ 3.1%% 2,362,111 22,547 3.7%%
9,423,25! 107,34: 4.52% 7,731,90. 91,90¢ 4.72%
91,42 — — 79,55 — —
12,784,61 134,61¢ 4.18% 10,014,46 114,45: 4.5%%
13,219,88 135,31« 4.0¢% 10,253,79 115,30¢ 4.4€%
409,72° 383,96
$13,629,60 $10,637,76
$ 1,010,00. $ 287 0.11% $ 794,63 10z 0.0%
4,991,771 3,51¢ 0.28% 4,057,79 2,86: 0.28%
485,55¢ 47E 0.3% 402,92( 414 0.41%
369,20: 32t 0.35% 357,53. 32C 0.3€%
6,856,54. 4,60¢ 0.27% 5,612,87. 3,69¢ 0.2€%
309,86¢ 15E 0.2(% 539,76 27¢ 0.2(%
286,00( 4,241 5.8&% 111,00( 1,82¢ 6.54%
113,40¢ 627 2.1%% 113,40¢ 63€ 2.22%
7,565,811 9,62¢ 0.5(% 6,377,04 6,441 0.4(%
4,669,77. 3,124,60:
117,41¢ 89,64(
1,276,60: 1,046,47
$10,637,76
$ 125,68! 108,86
3.71% 4.21%
3.56% 4.0€%
4.02% 4.3%
$ 28¢ $ 297
28¢ 297
$ 6 8
3.7%% 4.21%

(1) Theloan averages include loans on which the atofuaterest has been discontinued and are stadedf unearned incon
(2) Taxable equivalent rates used where applic
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QUARTERLY FINANCIAL SUMMARY — UNAUDITED
Consolidated Daily Average Balances, Average Yieldd Rates

(In thousands)

For the nine months ended September 30,

For the nine months ended September 30,

2014 2013
Average Revenue/ Yield/ Average Revenue/ Yield/
Balance Expense(1) Rate Balance Expense(1) Rate

Assets
Securities — taxable $ 44,300 % 1,23t 3.7% 61,98( $ 1,84t 3.98%
Securities — non-taxable(2) 7,15: 314 5.81% 19,27¢ 844 5.85%
Federal funds sold 64,96 11¢€ 0.2% 52,90¢ 41 0.1(%
Deposits in other banks 232,33: 43¢ 0.25% 86,24 172 0.27%
Loans held for investment, mortgage
finance loans 2,772,75 67,28t¢ 3.2%% 2,377,00 67,62¢ 3.8(%
Loans held for investment 9,044,40: 307,43t 4.55% 7,245,58 256,42! 4.7%

Less reserve for loan losses 89,75: — — 76,35: — —
Loans, net of reserve 11,727,40 374,72 4.21% 9,546,23 324,05: 4.5
Total earning assets 12,076,15 376,82: 4.17% 9,766,64 326,95! 4.48%
Cash and other assets 396,38t 396,12:
Total assets $ 12,472,54 10,162,76
Liabilities and Stockholders’ Equity
Transaction deposits $ 896,87¢ $ 537 0.08% 949,08¢ $ 58¢ 0.08%
Savings deposits 4,755,60: 10,21¢ 0.2%% 3,551,26' 7,45z 0.28%
Time deposits 421,11¢ 1,21¢ 0.3%% 401,30( 1,23t 0.41%
Deposits in foreign branches 358,41t 911 0.3%2% 344,58! 897 0.35%
Total interest bearing deposits 6,432,011 12,88: 0.271% 5,246,24 10,172 0.2€%
Other borrowings 423,15 62€ 0.2(% 767,66. 1,05¢ 0.1¢%
Subordinated notes 266,76¢ 11,96: 5.9%% 111,00( 5,48 6.61%
Trust preferred subordinated debenturt 113,40t 1,862 2.2(% 113,40t 1,90t 2.25%
Total interest bearing liabilities 7,235,34i 27,33: 0.51% 6,238,30! 18,62: 0.4(%
Demand deposits 3,898,45 2,858,46!
Other liabilities 106,56( 90,59:
Stockholders’ equity 1,232,117 975,39
Total liabilities and stockholders’ equity$ 12,472,54 10,162,76
Net interest income(2) $ 349,49 $ 308,33:
Net interest margin 3.87% 4.22%
Net interest spread 3.6€% 4.08%
Loan spread 4.1(% 4.31%
Additional information from discontinue
operations:

Loans held for sale $ 291 29¢

Borrowed funds 291 29¢

Net interest income $ 2C $ 20

Net interest margin—consolidated 3.81% 4.22%

(1) Theloan averages include loans on which the atofuaterest has been discontinued and are stadedf unearned incon

(2) Taxable equivalent rates used where applic
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS
OF OPERATIONS

Forward-L ooking Statements

Statements and financial analysis contained inrdpsrt that are not historical facts are forwardking statements made pursuant to the safe
harbor provisions of the Private Securities LitigatReform Act of 1995 (the “Act”). In addition, tain statements may be contained in our
future filings with the SEC, in press releases, iangkal and written statements made by us or withapproval that are not statements of
historical fact and constitute forward-looking staents within the meaning of the Act. Forward-logkstatements describe our future plans,

strategies and expectations and are based onrcassimptions. Words such as “believes”, “antigigat‘plans”, “goals”, “objectives”,

“expects”, “intends”, “seeks”, “likely”, “targeted™continue”, “remain”, “will”, “should”, “may” andother similar expressions are intended to
identify forward-looking statements but are not éixelusive means of identifying such statements.

Forward-looking statements are subject to varigksrand uncertainties, which change over timepased on management’s expectations
and assumptions at the time the statements are amadare not guarantees of future results. Impoféators that could cause actual result
differ materially from the forward-looking statemerare disclosed under the heading “Risk Factorgur 2013 Form 10-K and include, but
are not limited to, the following:

. Deterioration of the credit quality of our loaartfolio, increased default rates and loan lossexloerse changes in
the industry concentrations of our loan portfolio.

. Developments adversely affecting our commereiatrepreneur and professional customers.

. Changes in the value of commercial and residergé estate securing our loans or in the demandredit to
support the purchase and ownership of such assets.

. The failure of assumptions supporting our alloesafor loan losses causing it to become inadecqstean quality
decreases and losses and charge-offs increase.

. A failure to effectively manage our interest reigk resulting from unexpectedly large or suddearges in interest
rates or rate or maturity imbalances in our asmedsliabilities, where such changes could affeetrésults of operations.

. Failure to execute our business strategy, inolyidiny inability to expand our current lines of ibess and any new
business in Texas, regionally and nationally.

. Loss of access to capital market transactionsoimel sources of funding, or a failure to effeetyvbalance our
funding sources with cash demands by depositordarrdwers.

. Failure to successfully develop and launch neediof business and new products and serviceswmithiexpected
time frames and budgets, or failure to anticipaig appropriately manage the associated risks.

. The failure to attract and retain key personmehe loss of key individuals or groups of emplayee

. Changes in the U.S. economy in general or the3 exonomy specifically resulting in deterioratidrcredit quality
or reduced demand for credit or other financiavises we offer.

. Legislative and regulatory changes imposing frrtiestrictions and costs on our business, a &atluremain well
capitalized or regulatory enforcement actions agfais.

. An increase in the incidence or severity of frailldgal payments, security breaches and othegall acts impacting
our bank and our customers.

. Structural changes in the markets for origingtgaile and servicing of residential mortgages.

. Increased or more effective competition from tsakd other financial service providers in our retsk
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. Material failures of our accounting estimates askl management processes based on managememtgntigr the
supporting analytical and forecasting models.

. Unavailability of funds obtained from capitaltsactions or from our bank to fund our obligations.

. Failures of counterparties or third party vendorperform their obligations.

. Failures or breaches of our information systeimas are not effectively managed.

. Severe weather, natural disasters, acts of wearmrism and other external events.

. Incurrence of material costs and liabilities &$s@d with claims and litigation.

. Failure of our risk management strategies andgatares, including failure or circumvention of @ontrols.

Actual outcomes and results may differ materiaiynf what is expressed in our forward-looking staeta and from our historical financial
results due to the factors discussed elsewhetesmeport or disclosed in our other SEC filingerward-looking statements included herein
should not be relied upon as representing our éapens or beliefs as of any date subsequent tdake of this report. Except as required by
law, we undertake no obligation to update or rewisg forward-looking statements contained in thgart or our other SEC filings, whether
as a result of new information, future events tieotvise. The factors discussed herein are notdetto be a complete summary of all risks
and uncertainties that may affect our businesdesugh we strive to monitor and mitigate risk, warat anticipate all potential economic,
operational and financial developments that mayeesbly impact our operations and our financial lkss&orward-looking statements should
not be viewed as predictions and should not bgtimeary basis upon which investors evaluate andtmaent in our securities.

Overview of Our Business Operations

We commenced our banking operations in Decembe8.1®9 important aspect of our growth strategy hesrbour ability to service and
effectively manage a large number of loans and siepocounts in multiple markets in Texas. Accogtiinwe have created an operations
infrastructure sufficient to support state-widedery and banking operations that we continue ttdbuit as needed to serve a larger customel
base and specialized industries.

The following discussion and analysis presentsitrificant factors affecting our financial conditias of September 30, 2014 and
December 31, 2013 and results of operations feethnd nine months in the periods ended Septendh@034 and 2013 . This discussion
should be read in conjunction with our consoliddtrdncial statements and notes to the financakstents appearing in Part I, Item 1 of this
report.

Except as otherwise noted, all amounts and disassiiroughout this document reflect continuingrapjens. See Note 9 — Discontinued
Operations in Part |, Item 1 herein for a discusgibdiscontinued operations.

Results of Operations
Summary of Performance

We reported net income of $36.8 million and nebime available to common stockholders of $34.4 amillior $0.78 per diluted common
share, for the third quarter of 2014 compared tam@me of $33.5 million and net income availatdeommon stockholders of $31.0
million, or $0.74 per diluted common share, for thied quarter of 2013 . Return on average comnupuite (‘“ROE”) was 12.11% and return
on average assets ("ROA") was 1.07% for the thiiargr of 2014 , compared to 13.74% and 1.25%eyely, for the third quarter of
2013 . Net income and net income available to comatockholders for the nine months ended Septehe2014, totaled $98.5 million an
$91.2 million, respectively, or $2.09 per dilutexiamon share, compared to net income and net inemaitable to common stockholders of
$90.7 million and $85.7 million, respectively, d.85 per diluted common share, for the same péni@®13 . Return on average common
equity was 11.27% and return on average assetd Wé%o for the nine months ended September 30, 264rhpared to 13.14% and 1.19%,
respectively, for the nine months ended Septem®g2@®L3 . During January 2014, we completed antgoffiering of 1.9 million shares of
common stock, which increased diluted shares acr@ased common equity by $106.5 million. We alsogleted a $175.0 million
subordinated debt offering in January 2014, whedulted in an additional $3.9 million in interegpense for the nine months ended
September 30, 2014 as compared to the same pdr&id 8 . Both of these transactions had the efieotducing ROE. The ROA decreases
noted above resulted from a combination of redyields on loans and an
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increase in liquidity assets, along with the addisil cost of the $175.0 million subordinated defgring completed during the first quarter of
2014 .

Net income increased $3.4 million, or 10%, for three months ended September 30, 2014 , as comigetteel same period in 2013 . The
increase was primarily the result of a $16.9 milliocrease in net interest income, offset by a #iilkon increase in the provision for credit
losses, a $35,000 decrease in non-interest incai®@.9 million increase in non-interest expensead.1 million increase in income tax
expense. Net income increased $7.8 million, or @ing the nine months ended September 30, 20iMaply as the result of a $41.3
million increase in net interest income, offseteb$1.5 million increase in the provision for crddises, a $1.6 million decrease in non-
interest income, a $24.6 million increase in naetiest expense and a $5.9 million increase in irctax expense.

Details of the changes in the various componenigebincome are further discussed below.

Net Interest Income

Net interest income was $125.7 million for the dhjuarter 02014 , compared to $108.8 million for the third qeaof 2013 . The increase
was due to an increase in average earning asse&mbillion as compared to the third quarter @12. The increase in average earning a
included a $2.8 billion increase in average nemsoand a $221.2 million increase in average liquidssets, offset by a $25.3 million decre
in average securities. For the quarter ended Sdyete®0, 2014 , average net loans, liquidity assetssecurities represented approximately
97%, 3% and less than 1%, respectively, of aveeageing assets compared to 98%, 2% and less thdorlitee same quarter of 2013 .

Average interest-bearing liabilities for the quagaded September 30, 2014 increased $1.2 biltmm the third quarter of 2013 , which
included a $1.2 billion increase in interest-begudeposits and a $175.0 million increase in lomgitdebt as a result of the Baskssuance ¢
subordinated notes in January 2014, offset by & $2@illion decrease in other borrowings. Averagenend deposits increased from $3.1
billion at September 30, 2013 to $4.7 billion ap&enber 30, 2014 . The average cost of total depard borrowed funds decreased

from .17% for the third quarter of 2013 to .16% floe third quarter of 2014 . The total cost of iag#-bearing liabilities included $2.4 million
attributable to $175.0 million in long-term deldugd in January 2014. Including the increase ig-kemm debt, the cost of interest-bearing
liabilities increased from .40% for the quarter ethGeptember 30, 2013 to .50% for the same pefiddi} .

Net interest income was $349.4 million for the ninenths endeSeptember 30, 2014 compared to $308.0 millionHersame period in

2013 . The increase was due to an increase inga@aning assets of $2.3 billion as comparedemthe months ended September 30, 2013
The increase in average earning assets includ@debflion increase in average net loans and &d1fillion increase in average liquidity
assets, offset by a $29.8 million decrease in @eesacurities. For the nine months ended SepteBth@014 , average net loans, liquidity
assets and securities represented approximately 2%#6nd less than 1%, respectively, of averagargaassets compared to 98%, 1% and
1%, respectively, in the same period of 2013 .

Average interest-bearing liabilities for the ninemths ended September 30, 2014 increased $997i0mfibm the first nine months of 2013
which included a $1.2 billion increase in interbetring deposits and a $155.8 million increaseibosdinated notes, offset by a $344.5
million decrease in other borrowings. Average dedndeposits increased from $2.9 billion at Septen3e2013 to $3.9 billion at
September 30, 2014 . The average cost of totalsitspend borrowed funds remained at .17% for the nmionths ended September 30, 2014
compared to the same period in the prior year.tdta cost of interest-bearing liabilities includ®é.3 million attributable to $175.0 million
of long-term debt issued in January 2014. Includivegincrease in long-term debt, the cost of irsiebearing liabilities, including long-term
debt, increased from .40% for the nine months erBatember 30, 2013 to .51% for the same peri@)dé .
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The following table presents the changes (in thodsgin taxable-equivalent net interest incomeidedtifies the changes due to differences
in the average volume of earning assets and intbezsing liabilities and the changes due to chanmgéhe average interest rate on those
assets and liabilities.

Nine months ended
September 30, 2014/2013

Three months ended
September 30, 2014/2013

Net Change Due To(1) Net Change Due To(1)
Change Volume Yield/Rate Change Volume Yield/Rate

Interest income:

Securitieq2) $ (316) $ (30%) 13) $ (1,140 $ (1,057 % (83

Loans held for investment,

mortgage finance loans 4,72¢ 10,41 (5,687%) (340 11,26( (12,600

Loans held for investment 15,437 20,04: (4,606 51,01 63,59¢ (12,589

Federal funds sold 46 8 38 75 9 66

Deposits in other banks 11€ 131 (15) 263 291 (28)
Total 20,01: 30,29( (10,279 49,86¢ 74,10: (24,237
Interest expense:

Transaction deposits 18t 28 157 (52) (32 (19

Savings deposits 65€ 65¢ 3 2,76¢ 2,52 23¢

Time deposits 61 85 (24) (19 61 (80)

Deposits in foreign branches 5 10 (5) 14 36 (22

Borrowed funds (220) (1179) 3 (432 (47%) 43

Long-term debt 2,401 2,88¢ (482) 6,431 7,70C (1,269
Total 3,18¢ 3,54¢ (361) 8,70¢ 9,817 (1,109
Net interest income $ 16,827 $ 26,74. % (9,919 $ 41,16( $ 64,28° % (23,125

(1) Changes attributable to both volume and yield/aageallocated to both volume and yield/rate oncurakbasis
(2)  Taxable equivalent rates used where applicableaasdme a 35% tax re

Net interest margin, the ratio of net interest imeato average earning assets, was 3.77% for titegbarter 02014 compared to 4.21% for
the third quarter of 2013 . The year over year eigse is due to the growth in loans with lower \gettie impact of the January 2014
subordinated note offering and the $221.2 milliocréase in average balances of liquidity assetishwhcludes Federal funds sold and
deposits in other banks. Funding costs, includieipand deposits and borrowed funds, decreased%efdrethe third quarter of 2014
compared to .17% for the third quarter of 2013 e Thread on total earning assets, net of the €oepmsits and borrowed funds, was 3.90%
for the third quarter of 2014 compared to 4.29%ilerthird quarter of 2013 . The decrease restiited the reduction in yields on total loans,
primarily due to the increased proportion of mogegdinance loans to total loans. Total funding spsicluding all deposits, long-term debt
and stockholders’ equity increased to .28% forthiirel quarter of 2014 compared to .24% for thedtlgjuarter of 2013 . Average long-term
debt increased by $175.0 million from the third geiaof 2013 and the average interest rate on teng-debt for the second quarter of 2014
was 4.84% compared to 4.36% for the same peri@dds .

Non-interest Income

The components of non-interest income were asvislifn thousands):

Three months ended September 30, Nine months ended September 30,

2014 2013 2014 2013
Service charges on deposit accounts $ 1,817 $ 1,65¢ $ 5,27 $ 5,10¢
Trust fee income 1,19( 1,26: 3,71 3,77:
Bank owned life insurance (BOLI) income 517 422 1,543 1,38¢
Brokered loan fees 3,821 4,07¢ 10,00z 13,60(
Swap fees 464 98¢ 2,09¢ 3,61¢€
Other 2,581 2,02t 8,64 5,35¢
Total non-interest income $ 10,39¢ $ 10,43 $ 31,28t $ 32,84(
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Non-interest income decreased $35,000 during the thaehs ended September 30, 2014 compared toithe gariod of 2013 . This
decrease was primarily due to a $519,000 decreasedp fee income. These fees fluctuate from queotguarter based on the number and
volume of transactions closed during the quarteraibfees are fees related to customer swap traosaetnd are received from the institution
that is our counterparty on the transaction. Offfsgtthis decrease was a $562,000 increase in athreinterest income. Other non-interest
income includes such items as letter of credit Beesother general operating income, none of waadount for 1% or more of total interest
income and non-interest income.

Non-interest income decreased $1.5 million duringrtime months ended September 30, 2014 comparee &athe period of 2013 . This
decrease was primarily due to a $3.6 million desean brokered loan fees as a result of lower qen fees. Swap fee income decreased $1.5
million during the nine months ended Septembe28d4 compared to the same period of 2013 . Thesefliectuate from quarter to quarter
based on the number and volume of transactionsdldsring the quarter. Swap fees are fees relatedstomer swap transactions and are
received from the institution that is our countetyp@n the transaction. Offsetting these decreasesa $3.1 million increase in other non-
interest income. Other non-interest income inclglesh items as letter of credit fees and other gdiperating income, none of which
account for 1% or more of total interest income aad-interest income.

While management expects continued growth in gedamponents of non-interest income, the future odgrowth could be affected by
increased competition from nationwide and regidimancial institutions. In order to achieve grovithnon-interest income, we may need to
introduce new products or enter into new linesudibess or expand existing lines of business. Aaw product introduction or new market
entry could place additional demands on capitalrandagerial resources.

Non-interest Expense

The components of non-interest expense were asi®l{in thousands):

Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013

Salaries and employee benefits $ 43,18¢ $ 36,01 $ 125,14: $ 114,74.
Net occupancy expense 5,27¢ 4,34 15,12( 12,33
Marketing 4,02¢ 3,97¢ 11,57¢ 12,02(
Legal and professional 4,87¢ 3,93 17,457 12,58¢
Communications and technology 4,92¢ 3,69¢ 13,21: 10,16"
FDIC insurance assessment 2,77¢ 4,357 8,04« 6,13«
Allowance and other carrying costs for OREO 5 267 61 1,17¢
Other(1) 6,841 5,42¢ 20,39( 17,28
Total non-interest expense $ 71,91¢ $ 62,00¢ $ 211,00« $ 186,44

(1) Other expense includes such items as cowjereses, regulatory assessments other than FDI&amse, due from bank charges and
other general operating expenses, none of whichuatdor 1% or more of total interest income and-tterest income.

Non-interest expense for the third quarter of 2014dased $9.9 million, or 16%, to $71.9 million fr&®&2.0 million in the third quarter of
2013 . The increase is primarily attributable ®7a2 million increase in salaries and employee fisnexpense due to general business
growth.

Net occupancy expense for tthree months ended September 30, 2014 increaséq0®®@3as a result of general business growth and
continued build-out needed to support that growth.

Legal and professional expense for three monthedB8a&ptember 30, 2014 increased $937,000 compatked same quarter of 2013 . Our
legal and professional expense will continue tetflate and could increase in the future with grosrtt as we respond to continued
regulatory changes and strategic initiatives.

Communications and technology expense for the timaeths ended September 30, 2014 increased $li@mudle to general business
growth.

FDIC insurance assessment expense for the threthevended September 30, 2014 decreased $1.6 nubimpared to the same quarter in
2013 due to a $3.0 million one-time assessmentedkd the reclassification of our mortgage finaassets
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incurred in the third quarter of 2013 . The assesgnelated to the year-end call reports for 201d 2012, which were amended for the
change in the risk weight applicable to our morggéigance loan portfolio. As previously disclosdte amendment caused one capital ratio to
fall below "well-capitalized" for each quarter end.

Nor-interest expense for the nine months ended Sejtedtl 2014 increased $24.6 million, or 13%, tol$@Imillion from $186.4 million
compared to the same period in 2013 . The incrisgzémarily attributable to a $10.4 million incssin salaries and employee benefits. The
$10.4 million increase relates to general busigeswth, and is offset by the expenses of $7.7 anillielated to the CEO succession
announced last year that were non-recurring.

Net occupancy expense for inine months ended September 30, 2014 increasedridh as a result of general business growth and
continued build-out needed to support that growth.

Legal and professional expense for the nine moskied September 30, 2014 increased $4.9 millionlégal and professional expense will
continue to fluctuate and could increase in tharitvith growth and as we respond to continuedleggry changes and strategic initiatives.

Communications and technology expense for the mioeths ended September 30, 2014 increased $3i0nrdilie to general business
growth.

FDIC insurance assessment expense for the ninemented September 30, 2014 increased $1.9 mitimpared to the same period in
2013 . Included in the year-to-date September B032xpense was a $3.0 million assessment by th@ #at was paid during the third
quarter of 2013. The assessment related to theeyehcall reports for 2011 and 2012, which wereraded for the change in the risk weight
applicable to our mortgage finance loan portfofis.previously disclosed, the amendment caused apiat ratio to fall below "well-
capitalized" for each quarter end.

Analysis of Financial Condition
Loan Portfolio

Total loans net of allowance for loan losses at&aper 30, 2014 increased $2.2 billion from Decen®ie 2013 to $13.4 billion. Our
business plan focuses primarily on lending to meddharket businesses and successful professiordisrarepreneurs, and as such,
commercial, real estate and construction loans bhergrised a majority of our loan portfolio. Consamvoans generally have represented 1%
or less of the portfolio. Mortgage finance loanateto our mortgage warehouse lending operatiomghich we invest in mortgage loan
ownership interests that are typically sold withihto 20 days. Volumes fluctuate based on the lefvelarket demand for the product and the
number of days between purchase and sale of ths,laa well as overall market interest rates and te peak at the end of each month.

We originate a substantial majority of all loansdhfer investment. We also participate in syndiddtean relationships, both as a participant
and as an agent. As of September 30, 2014 , wé&h&dvillion in syndicated loans, $387.6 millionwalfiich we administer as agent. All
syndicated loans, whether we act as agent or it are underwritten to the same standardd athalr loans we originate. In addition, as
of September 30, 2014 , none of our syndicatedsl@are on non-accrual.

Loans were as follows as of the dates indicateth@nsands):

September 30, December 31,
2014 2013
Commercial $ 5,621,33 $ 5,020,56!
Mortgage finance 3,774,46 2,784,26!
Construction 1,640,591 1,262,90!
Real estate 2,362,23I 2,146,22!
Consumer 16,50: 15,35(
Leases 101,32 93,16(
Gross loans held for investment 13,516,45 11,322,47
Deferred income (net of direct origination costs) (55,857 (51,899
Allowance for loan losses (96,327) (87,609
Total loans held for investment, net $ 13,364,27 $ 11,182,97

38






Table of Contents

Commercial Loans and Leas&wur commercial loan and lease portfolio is comprisElines of credit for working capital and teroahs and
leases to finance equipment and other businestsa€se energy production loans are generally taidgdized with proven reserves based on
appropriate valuation standards.

Our commercial loans and leases are underwritten eérefully evaluating and understanding thedwer’s ability to operate profitably. Our
underwriting standards are designed to promotd¢ioekhip banking rather than making loans on astational basis. Our lines of credit
typically are limited to a percentage of the vadfi¢he assets securing the line. Lines of creditt@nm loans typically are reviewed annually
and are supported by accounts receivable, invenegiyipment and other assets of our clients’ bssiee

Mortgage finance loan‘Our mortgage finance loans consist of ownershigrésts purchased in single-family residential mag&g funded
through our warehouse lending group. These loangyaically on our balance sheet for 10 to 20 ddys.have agreements with mortgage
lenders and purchase interests in individual Iaheg originate. All loans are underwritten consisteith established programs for permanent
financing with financially sound investors. Subgialty all loans are conforming loans. Mortgagesdfitce loans as of September 30, 2014 , are
net of $290.4 million of participations sold.

Construction LoanOur construction loan portfolio consists primaifiysingle- and multi-family residential properti@sd commercial

projects used in manufacturing, warehousing, sergiaetail businesses. Our construction loansrgéigdiave terms of one to three years.
We typically make construction loans to developbtslders and contractors that have an establisésatd of successful project completion
and loan repayment and have a substantial equigsiment in the borrowers. However, constructi@mnfoare generally based upon estimates
of costs and value associated with the completeg@ir Sources of repayment for these types ofdoaay be preommitted permanent loa
from other lenders, sales of developed propertgnanterim loan commitment from us until permanfgmdncing is obtained. The nature of
these loans makes ultimate repayment extremelytsent® overall economic conditions. Borrowers nrat be able to correct conditions of
default in loans, increasing risk of exposure &ssification, non-performing status, reserve atiooaand actual credit loss and foreclosure.
These loans typically have floating rates and comeint fees.

Real Estate LoanA portion of our real estate loan portfolio is caispd of loans secured by properties other tharkebaisk or investment-
type real estate. Market risk loans are real eftates where the primary source of repayment igebgul to come from the sale or lease of the
real property collateral. We generally provide temgpy financing for commercial and residential prdp. These loans are viewed primarily
as cash flow loans and secondarily as loans setyreehl estate. Our real estate loans generally heaximum terms of five to seven years,
and we provide loans with both floating and fixates. We generally avoid long-term loans for conuaéreal estate held for investment.
Real estate loans may be more adversely affectetigitions in the real estate markets or in theege economy. Appraised values may be
highly variable due to market conditions and theawt of the inability of potential purchasers agskskes to obtain financing and a lack of
transactions at comparable values.

Portfolio Geographic Concentration

As of September 30, 2014 , a substantial majofitguo loans held for investment, excluding our rgage finance loans and other national
lines of business, were to businesses and indilddnd exas. This geographic concentration subjértdoan portfolio to the general
economic conditions within this area. Additionallye may make loans to these businesses and indigidsecured by assets located outside
of Texas. The risks created by this concentratmrelbeen considered by management in the detefariratthe appropriateness of the
allowance for loan losses. Management believesltbevance for loan losses is appropriate to cogémated losses on loans at each balance
sheet date.

Summary of Loan Loss Experience

The provision for credit losses is a charge to iegsito maintain the reserve for loan losses aval lconsistent with management’s
assessment of the loan portfolio in light of cutreconomic conditions and market trends. We reabedgrovision of $6.5 million during the
third quarter of 2014ompared to $4.0 million in the second quarterGif£2and $5.0 million in the third quarter of 20D&spite experiencir
improvements in credit quality, we have seen levéleserves and provision increase due to growthe portfolio.

We continue to maintain an unallocated reserve corapt to compensate for the uncertainty and contplaxestimating loan and lease
losses, including factors and conditions that matylbe fully reflected in the determination and &mtion of the allowance allocation
percentages. We believe the level of unallocatedrues at September 30, 2014 is warranted due toothitinued uncertain economic
environment which has produced losses, includingélresulting from borrowers' misstatement of faiannformation or inaccurate
certification of collateral values. Such lossesrasenecessarily correlated with historical
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loss trends or general economic conditions. Ouhouilogy used to calculate the allowance consikistsrical losses; however, the
historical loss rates for specific product typesmdit risk grades may not fully incorporate tlifieets of continued weakness in the economy.

The reserve for loan losses is comprised of spe@ierves for impaired loans and an estimatesse®inherent in the portfolio at the balance
sheet date, but not yet identified with specifiedris. We regularly evaluate our reserve for loaede to maintain an appropriate level to
absorb estimated loan losses inherent in the loafofio. Factors contributing to the determinatimireserves include the creditworthiness of
the borrower, changes in the value of pledged ol and general economic conditions. All loamagtments rated substandard or worse
and greater than $500,000 are specifically reviefoetbss potential. For loans deemed to be implaiaespecific allocation is assigned based
on the losses expected to be realized from thaseslo

For purposes of determining the general resereeptintfolio is segregated by credit grades, and theher segregated by product types to
recognize differing risk profiles among categoriésedit grades are assigned to all loans. Eaclit@eatle is assigned a risk factor, or reserve
allocation percentage. These risk factors are plidt by the outstanding principal balance and-vigkghted by product type to calculate the
required reserve. A similar process is employechioulate a reserve assigned to off-balance shaetnitments, specifically unfunded loan
commitments and letters of credit. Even thoughipostof the allowance may be allocated to spetifins, the entire allowance is available
for any credit that, in management’s judgment, sthbe charged off.

The reserve allocation percentages assigned toceedh grade have been developed based primarignoanalysis of our historical loss ra
The allocations are adjusted for certain qualigafactors, including general economic conditiofgnges in credit policies and lending
standards. Changes in the trend and severity digmoloans can cause the estimation of lossedfar fliom past experience. In addition, the
reserve considers the results of reviews perfornyeiddependent third party reviewers as reflectethéir confirmations of assigned credit
grades within the portfolio. The portion of theoallance that is not derived by the allowance alioogpercentages compensates for the
uncertainty and complexity in estimating loan asask losses including factors and conditions tlzgt mot be fully reflected in the
determination and application of the allowancecdtmn percentages. We evaluate many factors amditamns in determining the unallocat
portion of the allowance, including amount and érexcy of losses attributable to issues not spedlji@addressed or included in the
determination and application of the allowancectmn percentages. The allowance is consideretbpppte, given management’s
assessment of potential losses within the portiadiof the evaluation date, the significant grointthe loan and lease portfolio, current
economic conditions in the Company’s market areasadher factors.

The methodology used in the periodic review of res@dequacy, which is performed at least quarterigilesigned to be dynamic and
responsive to changes in portfolio credit qualitlje changes are reflected in the general resediénaspecific reserves as the collectability
larger classified loans is evaluated with new infation. As our portfolio has matured, historicadoatios have been closely monitored, and
our reserve adequacy relies primarily on our las®ty. The review of the reserve adequacy is peréal by executive management and
presented to a committee of our board of diredtrsheir review. The committee reports to the loloas part of the board’s review on a
quarterly basis of the Company’s consolidated foarstatements.

The combined reserve for credit losses, which iedua liability for losses on unfunded commitmetatgled $102.6 million éeptember 3(
2014 , $92.3 million at December 31, 2013 and $&8Ibon at September 30, 2013 . Due to the growtloans, the total reserve percentage
decreased to 1.06% at September 30, 2014 from 1a0@P4.10% of loans excluding mortgage financedadrDecember 31, 2013 and
September 30, 2013, respectively. The combinegtvepercentage has trended down as we recogmigeslon loans for which there were
specific or general allocations of reserves andrepeovement in our overall credit quality. The calereserve for loan losses continues to
result from consistent application of the loan losserve methodology as described above. At Segie8th 2014 , we believe the reserve is
sufficient to cover all expected losses in the fotid. Should any of the factors considered by nggmaent in evaluating the adequacy of the
allowance for loan losses change or prove to becimate, our estimate of inherent losses in théqgmr could also change or become
insufficient, which would affect the level of furiprovisions for loan losses.
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Activity in the reserve for loan losses is presdritethe following table (in thousands):

Reserve for loan losses:
Beginning balance
Loans charged-off:
Commercial
Real estate
Consumer
Leases
Total charge-offs
Recoveries:
Commercial
Real estate
Consumer
Leases
Total recoveries
Net charge-offs
Provision for loan losses
Ending balance
Reserve for off-balance sheet credit losses:
Beginning balance
Provision for off-balance sheet credit losses
Ending balance
Total reserve for credit losses
Total provision for credit losses
Reserve for loan losses to loans
Reserve for loan losses to loans excluding mortfiagace loan$2)
Net charge-offs to average logn$

Net charge-offs to average loans excluding mortdimgace loangl) (2)

Total provision for credit losses to average loans

Total provision for credit losses to average loaxsluding mortgage finance

loans(2)
Recoveries to total charge-offs

Reserve for off-balance sheet credit losses tdalfince sheet credit

commitments
Combined reserves for credit losses to loans loelthf’estment

Combined reserves for credit losses to loans luelthf’estment excluding

mortgage finance loarg)
Non-performing assets:
Non-accrual loan)
OREO(4)
Other repossessed assets
Total
Restructured loans
Loans past due 90 days and still accru@)g
Reserve for loan losses to non-accrual loans
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Year ended
Nine months ended December 31, Nine months ended
September 30, 2014 2013 September 30, 2013
$ 87,60¢ $ 74,33 $ 74,33
8,51¢ 6,57¢ 4,97(C
29¢ 144 144
101 45 45
— 2 2
8,91¢ 6,76¢ 5,161
3,48( 1,20 97¢
45 27C 21C
66 73 64
172 322 27¢
3,76: 1,86¢ 1,531
5,152 4,89¢ 3,63(
13,87( 18,16¢ 13,29¢
$ 96,322 $ 87,60¢ $ 84,00¢
$ 4690 $ 3,85t % 3,85¢
1,63( 83t 701
$ 6,32( $ 4,69( $ 4,55¢€
$ 102,64: $ 92,29¢ $ 88,56:
$ 15,50( $ 19,00( $ 14,00(
0.72% 0.7¢% 0.81%
0.9¢% 1.05% 1.04%
0.0€% 0.05% 0.05%
0.0&% 0.07% 0.07%
0.1&% 0.1<% 0.1<%
0.22% 0.25% 0.2€%
42.27% 27.61% 29.66%
0.12% 0.12% 0.12%
0.7¢% 0.82% 0.8€%
1.0€% 1.0% 1.1(%
$ 37,73 $ 32,37¢ $ 35,73
617 5,11( 12,80¢
$ 38,35( $ 37,48¢ $ 48,54
$ 1,85 $ 1,93¢ $ 4,691
6,10z 9,32t 7,51C
2.6x 2.7x 2.4x
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Q) Interim period ratios are annualiz

(2) Mortgage finance loans were previously clasdifis loans held for sale but have been recladsi loans held for investment as
described in Note 1 — Operations and Summary afifiégnt Accounting Policies. The indicated ratare presented excluding the
mortgage finance loans because the risk profileuofmortgage finance loans is different than oheotoans held for investment. No
provision is allocated to these loans based oimtieenal risk grade assigned.

3) At September 30, 2014 , December 31, 2013Smmdember 30, 2013, loans past due 90 days dratstuing include premium
finance loans of $5.3 million, $3.8 million and $3nillion, respectively. These loans are genersdigured by obligations of insurance
carriers to refund premiums on cancelled insurgradieies. The refund of premiums from the insuracagiers can take 180 days or
longer from the cancellation date.

(4) At September 30, 2014 , we did not have aatan allowance recorded against the OREO balaktceecember 31, 2013 , and
September 30, 2013 , OREO balance is net of ar§iBliébn and a $4.6 million valuation allowance, pestively.

(5) As of September 30, 2014, December 31, 20it3September 30, 2013 , non-accrual loans incl@d8® million, $17.8 million and
$24.2 million, respectively, in loans that met tmigeria for restructured.

Non-performing Assets

Non-performing assets include non-accrual loans aaskle and repossessed assets. The table below smeswar non-accrual loans by type
and OREO (in thousands):

September 30, December 31, September 30,
2014 2013 2013

Commercial $ 25,006 $ 12,89¢ % 20,99

Construction — 70% —

Real estate 12,717 18,67( 14,61¢

Consumer — 54 70

Leases 10 50 57

Total non-accrual loans 37,73 32,37¢ 35,731
Repossessed assets:

OREO 617 5,11C 12,80¢

Other repossessed assets — — —

Total repossessed assets 617 5,11C 12,80*

Total non-performing assets $ 38,35 % 37,48 % 48,54:
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The table below summarizes the non-accrual loassg®gated by loan type and type of property sggtine credit as dbeptember 30, 20:
(in thousands):

Non-accrual loans:

Commercial
Lines of credit secured by the following:
Oil and gas properties $ 764
Assets of the borrowers 22,27:
Other 1,96¢
Total commercial 25,00¢
Real estate
Secured by:
Commercial property 7,56¢
Unimproved land and/or undeveloped residential lots 3,94t
Other 1,20¢
Total real estate 12,717
Leases (commercial leases primarily secured bytsae$t¢he lessor) 10
Total non-accrual loans $ 37,73

Generally, we place loans on non-accrual when tiseseclear indication that the borrower’s cashvfloay not be sufficient to meet payments
as they become due, which is generally when ai®80 days past due. When a loan is placed on nornual status, all previously accrued
and unpaid interest is reversed. Interest inconsalisequently recognized on a cash basis as laihg asmaining unpaid principal amount of
the loan is deemed to be fully collectible. If eaflability is questionable, then cash paymentsappdied to principal. As of September 30,
2014 , $310,000 of our non-accrual loans were agran a cash basis compared to none at Decemb2083,. A loan is placed back on
accrual status when both principal and interestareent and it is probable that we will be ableodlect all amounts due (both principal and
interest) according to the terms of the loan agergm

A loan is considered impaired when, based on cuinéormation and events, it is probable that w# ke unable to collect all amounts due
(both principal and interest) according to the ®whthe original loan agreement. All loans classdifas restructured loans are also considered
impaired. Reserves on impaired loans are measasztion the present value of the expected futste ftavs discounted at the loan’s
effective interest rate or the fair value of thelerying collateral.

At September 30, 2014 , we had $6.1 million in bbpast due 90 days and still accruing interestclvhicluded $5.3 million in premium
finance loans. These loans are primarily securedltigations of insurance carriers to refund prenswn cancelled insurance policies. The
refund of premiums from the insurance carrierstete 180 days or longer from the cancellation date.

Restructured loans are loans on which, due to éheWwer’s financial difficulties, we have granted@ncession that we would not otherwise
consider. This may include a transfer of real estatother assets from the borrower, a modificatibloan terms, or a combination of the t
Modifications of terms that could potentially gdwlas a restructuring include reduction of contwatinterest rate, extension of the maturity
date at a contractual interest rate lower tharctieent rate for new debt with similar risk, orealuction of the face amount of debt, or
forgiveness of either principal or accrued interéstof September 30, 2014 , we had $1.9 millioloans considered restructured that are not
on non-accrual. Of the non-accrual loans at Septe®®, 2014 , $13.9 million met the criteria fostrectured. A loan continues to qualify as
restructured until a consistent payment historgt@nge in borrower’s financial condition has beedenced, generally no less than twelve
months. Assuming that the restructuring agreemaetifies an interest rate at the time of the restining that is greater than or equal to the
rate that we are willing to accept for a new eximm®f credit with comparable risk, the loan nodenhas to be considered a restructuring if it
is in compliance with modified terms in calendaasgeafter the year of the restructuring.

Potential problem loans consist of loans that @rfopming in accordance with contractual termsfbutvhich we have concerns about the
borrower’s ability to comply with repayment termschuse of the borrower’s potential financial difftees. We monitor these loans closely
and review their performance on a regular basisSéytember 30, 2014 and 2013 , we had $22.9 miliwh$18.7 million, respectively, in
loans of this type which were not included in eithen-accrual or 90 days past due categories.
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The table below presents a summary of the actreigted to OREO (in thousands):

Three months ended September 30, Nine months ended September 30,
2014 2013 2014 2013
Beginning balance $ 68E $ 13,05 $ 5,11( $ 15,99:
Additions — 68 851 98C
Sales (68) (31€) (5,349 (3,712
Valuation allowance for OREO — — — (164)
Direct write-downs — — — (290)
Ending balance $ 617 $ 12,80F $ 617 $ 12,80¢

The following table summarizes the assets heldREO at September 30, 2014 (in thousands):

Undeveloped land and residential lots $ 487
Other 13C
Total OREO $ 617

When foreclosure occurs, fair value, which is galtgbased on appraised values, may result inglartiarge-off of a loan upon taking the
collateral, and so long as the collateral is retdjrsubsequent reductions in appraised valuesesililt in valuation adjustments taken as non-
interest expense. In addition, if the decline ifueas believed to be permanent and not just driwemarket conditions, a direct writhswn to
the OREO balance may be taken. We generally pwaias of OREO when conditions warrant, but we nimose to hold certain properties
for a longer term, which can result in additiongbesure related to the appraised values duringhthlaing period. We did not record a
valuation expense during the nine months endede8eyr 30, 2014 compared to $454,000 recorded dthiengame period of 2013 . Of the
$454,000 recorded for the nine months ended Segte&th 2013 , $164,000 related to direct write-dswand $290,000 related to increasing
the valuation allowance.
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Liquidity and Capital Resources

In general terms, liquidity is a measurement of ahility to meet our cash needs. Our objective anaging our liquidity is to maintain our
ability to meet loan commitments, purchase seasrivr repay deposits and other liabilities in adance with their terms, without an adverse
impact on our current or future earnings. Our lilifyi strategy is guided by policies, which are fatated and monitored by our senior
management and our Balance Sheet Management CaarfiBSMC”),and which take into account the demonstrated malokey of assets
the sources and stability of funding and the l®@feinfunded commitments. We regularly evaluateibfur various funding sources with an
emphasis on accessibility, stability, reliabilitydacost-effectiveness. For the year ended DeceB1he013 and for the nine months ended
September 30, 2014 , our principal source of fugdiias been our customer deposits, supplementedrtshort-term borrowings, primarily
from Federal funds purchased and Federal Home Baak (“FHLB") borrowings, generally used to fund rtgage finance assets.

Our liquidity needs for support of growth in loamsld for investment have been fulfilled throughwgtio in our core customer deposits. Our
goal is to obtain as much of our funding for lo&letd for investment and other earning assets asilgesrom deposits of these core
customers. These deposits are generated principatiygh development of long-term relationshipshveiistomers and stockholders, with a
significant focus on treasury management prodiictaddition to deposits from our core customersa¥ge have access to deposits through
brokered customer relationships. For regulatoryppses, these relationship brokered deposits arecategorized as brokered deposits;
however, since these deposits arise from a custoetaionship, which involves extensive treasunyises, we consider these deposits to be
core deposits for our reporting purposes. We ads@ laccess to incremental deposits through broketad certificates of deposit, or CDs.
These traditional brokered deposits are generélport maturities, 30 to 90 days, and are useipplement temporary differences in the
growth in loans, including growth in loans held atle or other specific categories of loans, coethér customer deposits. The following
table summarizes our period-end and average yedatocore customer deposits and brokered defositsillions):

September 30, December 31, September 30,
2014 2013 2013

Deposits from core customers $ 9,893.: $ 7,840.: $ 7,526.¢
Deposits from core customers as a percent of degabsits 84.4% 84.1% 84.(%
Relationship brokered deposits $ 1,822.¢ $ 1,417.: $ 1,430.¢
Relationship brokered deposits as a percent ofdefzosits 15.€% 15.2% 16.(%
Traditional brokered deposits $ = $ = $ =
Traditional brokered deposits as a percent of udglosits —% —% —%
Average deposits from core customgns $ 8,613.( $ 7,040. $ 6,799.(
Average deposits from core customers as a peréeotab quarterly average
depositq1) 83.2% 84.1% 83.%
Average relationship brokered deposits $ 1,689.¢ $ 1,334.! $ 1,305."
Average relationship brokered deposits as a peafdntal quarterly average
depositq1) 16.4% 15.%% 16.1%
Average traditional brokered depogit$ $ 27.€ $ — $ =
Average traditional brokered deposits as a percktatal quarterly average deposits
(1) 0.3% —% —%

(1) Annual averages presented for December 313 201

We have access to, and have periodically utilizedrces of brokered deposits of up to an additi$8a8 billion. Customer deposits (total
deposits, including relationship brokered depositisus brokered CDs) at September 30, 2014 incdelayg&2.8 billion from December 31,
2013 and increased $2.5 billion from Septembe28Q3 .
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Additionally, we have borrowing sources availaldestipplement deposits and meet our funding neet$ ISorrowings are generally used to
fund our mortgage finance assets, due to theirdity) short duration and interest spreads avadlabhese borrowing sources typically incl
Federal funds purchased from our downstream casremt bank relationships (which consist of bahks are smaller than our bank) and
from our upstream correspondent bank relationsfwpéch consist of banks that are larger than omklpacustomer repurchase agreements,
treasury, tax and loan notes and advances frorthé and the Federal Reserve. The following tabl@arizes our short-term borrowings
as of September 30, 2014 (in thousands):

Federal funds purchased $ 256,17
Repurchase agreements 29,501
FHLB borrowings 450,01:
Total short-term borrowings $ 735,68¢
Maximum borrowings outstanding at any month-endrduthe year $ 1,309,69

The following table summarizes our other borrowdagacities in excess of balances outstanding ae®der 30, 2014 (in thousands):

FHLB borrowing capacity relating to loans $ 1,437,06:
FHLB borrowing capacity relating to securities 832
Total FHLB borrowing capacity $ 1,437,89.
Unused Federal funds lines available from commkbzaks $ 913,00(

The following table summarizes our long-term borirys as of September 30, 2014 (in thousands):

Subordinated notes 286,00(
Trust preferred subordinated debentures 113,40¢
Total long-term borrowings $ 399,40t

At September 30, 2014 , we had a non-revolving &ming line of credit with $100.0 million of unuse@pacity. This line of credit matures
on December 15, 2014. The loan proceeds may befasgdneral corporate purposes including fundigutatory capital infusions into the
Bank. The loan agreement contains customary fimhcovenants and restrictions. At September 304 20b borrowings were outstanding
compared to $15.0 million outstanding at Decemiigr2®13 .

Our equity capital, including $150 million in prefed stock, averaged $1.2 billion for the nine rhereénded September 30, 2014 , as
compared to $939.3 million for the same perioddd2. We have not paid any cash dividends on omnton stock since we commenced
operations and have no plans to do so in the mgaref

On January 29, 2014, we completed a sale of 1l@m#hares of our common stock in a public offgriNet proceeds from the sale totaled
$106.5 million. On January 31, 2014, the Bank idsb®r5.0 million of subordinated notes in an offgrto institutional investors exempt fri
registration under Section 3(a)(2) of the Secigifiet of 1933 and 12 C.F.R. Part 16. Net procesats the transaction were $172.4 million.
The notes mature in January 2026 and bear intatestate of 5.25% per annum, payable semi-annukily notes are unsecured and are
subordinate to the Bank’s obligations to its depbsiders, its obligations under banker’'s acceptarand letters of credit, certain obligations
to Federal Reserve Banks and the FDIC and the Banikigations to its other creditors, except anljgaltions which expressly rank on a
parity with or junior to the notes. The notes dgfyadis Tier 2 capital for regulatory capital purpgssubject to applicable limitations. The net
proceeds of both offerings were used by the Comfiangeneral corporate purposes, including retinenoé $15.0 million of short-term debt
that was outstanding at December 31, 2013 , andi@ull capital to support continued loan growth.
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As of September 30, 2014 our capital ratios werevalthe levels required to be well capitalized. Mé#eve that periodic capital raising
transactions, along with the addition of loan argasit relationships, will allow us to continuegi@mw organically.
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Commitments and Contractual Obligations

The following table presents significant fixed ateterminable contractual payment obligations tadtparties by payment date. Payments for
borrowings do not include interest. Payments rdltddeases are based on actual payments speicified underlying contracts. As of
September 30, 2014 , our significant fixed and heitgable contractual obligations to third partiescluding interest, were as follows (in
thousands):

After One but After Three but
Within One Within Three Within Five After Five
Year Years Years Years Total

Deposits without a stated maturity $ 10,917,760 $ — $ — $ — $ 10,917,76
Time deposits 777,61 16,46 3,96¢ — 798,04
Federal funds purchased and customer repurc

agreements 285,67¢ — — — 285,67¢
FHLB borrowings 450,01: — — — 450,01:
Operating lease obligatiof(is) 14,95/ 30,55: 29,88: 54,96¢ 130,35«
Subordinated notes — — — 286,00( 286,00(
Trust preferred subordinated debentures $ — 3 — % — 3 113,40t $ 113,40¢
Total contractual obligations $ 12,446,02 $ 47,018 $ 33,85. $ 454,37. $ 12,981,25

Q) Non-balance sheet ite

Critical Accounting Policies

SEC guidance requires disclosure of “critical acttimg policies.” The SEC defines “critical accoungtipolicies” as those that are most
important to the presentation of a company'’s fimanmmondition and results, and require managemengst difficult, subjective or complex
judgments, often as a result of the need to matkeates about the effect of matters that are inftgreincertain

We follow financial accounting and reporting padisithat are in accordance with accounting prinsigknerally accepted in the United Stz
The more significant of these policies are sumneakin Note 1 to the consolidated financial stateimeWot all these significant accounting
policies require management to make difficult, sgbye or complex judgments. However, the policteddelow could be deemed to meet
the SEC'’s definition of a critical accounting pglic

Management considers the policies related to tleevahce for loan losses as the most critical tdfitencial statement presentation. The total
allowance for loan losses includes activity relatedllowances calculated in accordance with ASQC, Receivablesand ASC 450,
Contingencies The allowance for loan losses is establishedutiina provision for loan losses charged to cureantings. The amount
maintained in the allowance reflects managemewtiicuing evaluation of the loan losses inherenhaloan portfolio. The allowance for
loan losses is comprised of specific reserves asditp certain classified loans and general reseRactors contributing to the determination
of specific reserves include the creditworthinefsthe borrower, and more specifically, changesméxpected future receipt of principal and
interest payments and/or in the value of pledgdidtenal. A reserve is recorded when the carryimpant of the loan exceeds the discounted
estimated cash flows using the loan’s initial efifecinterest rate or the fair value of the colfatdor certain collateral dependent loans. For
purposes of determining the general reserve, thifofio is segregated by product types in orderewognize differing risk profiles among
categories, and then further segregated by creafiteg. See “Summary of Loan Loss Experience” abodeNote 4 — Loans and Allowance
for Loan Losses in the accompanying notes to tinsaaated financial statements included elsewkretiis report for further discussion of
the risk factors considered by management in d@stabg the allowance for loan losses.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk is a broad term for the risk of economoiss due to adverse changes in the fair val@efioiancial instrument. These changes may
be the result of various factors, including intérases, foreign exchange rates, commaodity pricesguity prices. Additionally, the financial
instruments subject to market risk can be clask#i¢gher as held for trading purposes or held tbeothan trading.

We are subject to market risk primarily through éfiiect of changes in interest rates on our padfof assets held for purposes other than
trading. Additionally, we have some market riskatle to commodity prices through our energy legdistivities. The effect of these
commodity price changes would be less significants than the effect of changes in interest r&eeign exchange rates, commaodity prices,
and/or equity prices do not pose significant marisktto us.

The responsibility for managing market risk resithwhe BSMC, which operates under policy guidediestablished by our board of direct
The negative acceptable variation in net inter@gtmue due to a 200 basis point increase or deciedsterest rates is generally limited by
these guidelines to +/- 5%. These guidelines adsmbéish maximum levels for short-term borrowingfsort-term assets and public and
brokered deposits. They also establish minimuml¢efiee unpledged assets, among other things. Camgd with these guidelines is the
ongoing responsibility of the BSMC, with exceptiaeported to our board of directors on a quartedyis. Additionally, the Credit Policy
Committee ("CPC") specifically manages risk relatis commodity price market risks. They establigtximum portfolio concentration leve
for energy loans as well as maximum advance ratesrfergy collateral.

Interest Rate Risk Management

Our interest rate sensitivity is illustrated in folowing table. The table reflects rate-sensifpasitions as of September 30, 2014 , and is not
necessarily indicative of positions on other daté® balances of interest rate sensitive assettiabilities are presented in the periods in
which they next reprice to market rates or matue @re aggregated to show the interest rate satsigap. The mismatch between repricil
or maturities within a time period is commonly meéal to as the “gap” for that period. A positivepdasset sensitive), where interest rate
sensitive assets exceed interest rate sensitivitles, generally will result in the net interesirgin increasing in a rising rate environment
and decreasing in a falling rate environment. Aatieg gap (liability sensitive) will generally hattee opposite results on the net interest
margin. To reflect anticipated prepayments, ceraiset and liability categories are shown in théetasing estimated cash flows rather than
contractual cash flows. The Company employs inteegs floors in certain variable rate loans toante the yield on those loans at times
when market interest rates are extraordinarily [dle degree of asset sensitivity, spreads on laadsiet interest margin may be reduced
until rates increase by an amount sufficient tmelate the effects of floors. The adverse effedtarfrs as market rates increase may also be
offset by the positive gap, the extent to whickesain deposits and other funding sources lag isitrganarket rates and changes in
composition of funding.

49




Table of Contents

Interest Rate Sensitivity Gap Analysis
September 30, 2014
(In thousands)

0-3 mo 4-12 mo 1-3yr 3+yr Total
Balance Balance Balance Balance Balance

Assets:
Securitieq1) $ 13,10¢ $ 11,487 8,97¢ % 10,36 $ 43,93¢
Total variable loans 11,787,76 38,05¢ 12,88( — 11,838,69
Total fixed loans 808,88( 387,31 225,16: 256,40: 1,677,75!

Total loang2) 12,596,64 425,37. 238,04: 256,40: 13,516,45
Total interest sensitive assets $ 12,609,74 $ 436,85¢ $ 247,02 $ 266,76 $ 13,560,39
Liabilities:
Interest-bearing customer deposits $ 6,601,700 $ — 8 — 3 — $ 6,601,70
CDs & IRAs 123,78t¢ 247,40: 16,46 3,96¢ 391,62:
Traditional brokered deposits — — — — —
Total interest-bearing deposits 6,725,49i 247,40:; 16,46: 3,96¢ 6,993,32!
Repurchase agreements, Federal funds
purchased, FHLB borrowings 735,68¢ — — — 735,68¢
Subordinated notes — — — 286,00( 286,00(
Trust preferred subordinated debentures — — — 113,40¢ 113,40¢
Total borrowings 735,68¢ — — 399,40t 1,135,09!
Total interest sensitive liabilities $ 7,461,18 $ 247,40. $ 16,46: $ 403,378 $ 8,128,422
GAP $ 514856 $ 189,45 $ 230,55¢ $  (136,60) $ —
Cumulative GAP 5,148,56. 5,338,02 5,568,57! 5,431,97. 5,431,97.
Demand deposits $ 4,722,47
Stockholders’ equity 1,297,92.
Total $ 6,020,40

(1) Securities based on fair market va
(2) Loans are stated at grc

The table above sets forth the balances as of @epte30, 2014 for interest bearing assets, intéeeting liabilities, and the total of non-
interest bearing deposits and stockholders’ eqWitiyile a gap interest table is useful in analyZimgrest rate sensitivity, an interest rate
sensitivity simulation provides a better illustoatiof the sensitivity of earnings to changes ieiiest rates. Earnings are also affected by the
effects of changing interest rates on the valuioding derived from demand deposits and stockhelaguity. We perform a sensitivity
analysis to identify interest rate risk exposurenetinterest income. We quantify and measureeéstaate risk exposure using a model to
dynamically simulate the effect of changes in n&triest income relative to changes in interestsratel loan and deposit account balances
over the next twelve months based on three inteatstscenarios. These are a “most likely” rat@aide and two “shock test” scenarios.

The “most likely” rate scenario is based on thesemsus forecast of future interest rates publiflyaddependent sources. These forecasts
incorporate future spot rates and relevant sprefinistruments that are actively traded in the opemket. The Federal Reserve’s Federal
funds target affects short-term borrowing; the griending rate and the LIBOR are the basis for mbstr variable-rate loan pricing. The
10-year mortgage rate is also monitored becauie effect on prepayment speeds for mortgage-bas&edrities. We believe these are our
primary interest rate exposures. We are not cuyreistng derivatives to manage our interest rafgeure.

The two “shock test” scenarios assume a sustaiaradl@l 100 and 200 basis point increase in intaades. As shorterm rates have remain
low through 2014, we do not believe that analy$isroassumed decrease in interest rates wouldgeaweaningful results. We will continue
to evaluate these scenarios as interest rates ehanij short-term rates rise above 3.0%, at wiigimt we will resume evaluations of shock
scenarios in which interest rates decrease.
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Our interest rate risk exposure model incorporagssimptions regarding the level of interest rateateince changes on indeterminable
maturity deposits (demand deposits, intelestring transaction accounts and savings accofanta)given level of market rate changes. Tt
assumptions have been developed through a comtinattihistorical analysis and future expected pgdbehavior. Changes in prepayment
behavior of mortgage-backed securities, resideatidlcommercial mortgage loans in each rate envieont are captured using industry
estimates of prepayment speeds for various coupgments of the portfolio. The impact of plannedwgtoand new business activities is
factored into the simulation model. This modelindicated interest rate sensitivity as follows {inusands):

Anticipated Impact Over the Next Twelve Months
as Compared to Most Likely Scenario

100 bp Increase 200 bp Increase
September 30, 2014

Change in net interest income $ 56,067 $ 122,92:

The simulations used to manage market risk aredbas@umerous assumptions regarding the effediafiges in interest rates on the timing
and extent of repricing characteristics, futurehdésws, and customer behavior. These assumptienghberently uncertain and, as a result,
the model cannot precisely estimate net interestnre or precisely predict the impact of higheraavdr interest rates on net interest income.
Actual results may differ from simulated result®da timing, magnitude and frequency of interest changes as well as changes in market
conditions and management strategies, among ahtars.
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ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the supervision and partimpaif our Chief Executive Officer and Chief FinaalOfficer, has evaluated the
effectiveness of the design and operation of oseldsure controls and procedures (as defined ieRRlBa-15(e) and 15d-15(e) under the
Exchange Act of 1934, as amended) as of the etttegieriod covered by this report. Based upondhaluation, we have concluded that, as
of the end of such period, our disclosure contanid procedures were effective in recording, prangssummarizing and reporting, on a
timely basis, information required to be disclobgdus in the reports that we file or submit under Exchange Act and were effective in
ensuring that information required to be disclolsgdis in the reports that we file or submit undher Exchange Act is accumulated and
communicated to the Company’s management, includimgChief Executive Officer and Chief Financialfioér, as appropriate to allow
timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control diwancial reporting (as defined in Rules 13a-15&¢f{ 15d-15(f) under the Exchange Act)
during the quarter covered by this report that haagerially affected, or are reasonably likely taterially affect, our internal control over
financial reporting.

PART II—OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject to various claims and legal actietated to operating activities that arise in thdirmary course of business. Management does
not currently expect the ultimate disposition afth matters to have a material adverse impact ofinamcial statements.

ITEM 1A. RISK FACTORS

There have been no material changes in the riskrapreviously disclosed in the Company’s 2013&0-K for the fiscal year ended
December 31, 2013 .
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2ITEM 6. EXHIBITS
(a) Exhibits
31.1 Certification of Chief Executive Officer puemt to Rule 13a-14(a) of the Exchange Act, as tdopursuant to Section 302

31.2

32.1

32.2

101

of the Sarbanes-Oxley Act of 2002, filed herewith.

Certification of Chief Financial Officer puiant to Rule 13a-14(a) of the Exchange Act, as tdiogpursuant to Section 302 of
the Sarbanes-Oxley Act of 2002, filed herewith.

Certification of Chief Executive Officer puemnt to Rule 13a-14(b) of the Exchange Act and 1B ©. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, furnished herewith.
Certification of Chief Financial Officer puient to Rule 13a-14(b) of the Exchange Act and I8 @©. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, furnished herewith.

The following materials from Texas Capital Bgimares, Inc.’s Quarterly Report on Form 10-Q lfierquarter ended
September 30, 2014, formatted in XBRL (eXtensiblsiBess Reporting Language): (i) Consolidated States of Income,
(i) Consolidated Balance Sheets, (iii) Consolidaf¢atements of Cash Flows, and (iv) Notes to Clateted Financial
Statements

53




Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

TEXAS CAPITAL BANCSHARES, INC.

Date: October 23, 2014

/sl Peter B. Bartholow

Peter B. Bartholow

Chief Financial Officer

(Duly authorized officer and principal financialfficer)
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Exhibit Number
31.1

31.2

32.1

32.2

101

EXHIBIT INDEX

Certification of Chief Executive Officer puent to Rule 13a-14(a) of the Exchange Act, as &diopursuant to Section 302
of the Sarbanes-Oxley Act of 2002, filed herewith.

Certification of Chief Financial Officer punt to Rule 13a-14(a) of the Exchange Act, as tdiopursuant to Section 302
of the Sarbanes-Oxley Act of 2002, filed herewith.

Certification of Chief Executive Officer puemt to Rule 13a-14(b) of the Exchange Act and I8 @. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, furnished herewith.

Certification of Chief Financial Officer puent to Rule 13a-14(b) of the Exchange Act and 1IB.@. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, furnished herewith.

The following materials from Texas Capital Bstmares, Inc.’s Quarterly Report on Form 10-Q lierquarter ended
September 30, 2014, formatted in XBRL (eXtensihlsiBess Reporting Language): (i) Consolidated Statgs of Income,
(ii) Consolidated Balance Sheets, (iii) ConsolidaBtatements of Cash Flows, and (iv) Notes to Qafeted Financial
Statements
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EXHIBIT 31.1
CERTIFICATION

I, C. Keith Cargill, certify that:
1. | have reviewed this quarterly report on Fo®rQQ of Texas Capital Bancshares, Inc.;

2. Based on my knowledge, this report does notadomany untrue statement of a material fact ortémstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nigtatisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtf@ periods presented in this report;

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéhav

a) Designed such disclosure controls and procedarecaused such disclosure controls and procedoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in atamuoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

d) Disclosed in this report any change in thestgit’s internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s foigbal quarter in the case of an annual repod) tias materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

5.  The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@s persons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize abrt financial information; and

b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sgmifiole in the registrant’s
internal control over financial reporting.

Date: October 23, 2014

/sl C. Keith Cargill
C. Keith Cargill
Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION

I, Peter B. Bartholow, certify that:
1. | have reviewed this quarterly report on Fo®rQQ of Texas Capital Bancshares, Inc.;

2. Based on my knowledge, this report does notadomany untrue statement of a material fact ortémstate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, nigtatisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, angtf@ periods presented in this report;

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéhav

a) Designed such disclosure controls and procedarecaused such disclosure controls and procedoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b) Designed such internal control over financigdarting, or caused such internal controls overfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in at@muoce with generally accepted accounting princjples

c) Evaluated the effectiveness of the registragtisslosure controls and procedures and presentiisi report our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; and

d) Disclosed in this report any change in thestgnt’s internal control over financial reportititat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tlas materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reporting;dan

5.  The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@s persons performing the equivalent
functions):

a) All significant deficiencies and material weakges in the design or operation of internal cooirer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize abrt financial information; and

b)  Any fraud, whether or not material, that invedvmanagement or other employees who have a sgmifiole in the registrant’s
internal control over financial reporting.

Date: October 23, 2014

/sl Peter B. Bartholow
Peter B. Bartholow
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION

In connection with the Quarterly Report on FormQ@f Texas Capital Bancshares, Inc. (the “Compafgr’jhe period ending September
2014 (the “Report”), as filed with the SecuritiegleExchange Commission on the date hereof, I, @hk&argill, Chief Executive Officer of

the Company, certify, pursuant to 18 U.S.C. Secti®®h0, as adopted pursuant to Section 906 of tHeaSas-Oxley Act of 2002, that to the
best of my knowledge:

1. The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; &

2. The information contained in the Report, faphgsents, in all material respects, the finarmaldition and results of operations of
the Company.

/sl C. Keith Cargill

C. Keith Cargill

Chief Executive Officer
Date: October 23, 2014




EXHIBIT 32.2

CERTIFICATION

In connection with the Quarterly Report on FormQ@f Texas Capital Bancshares, Inc. (the “Compafgr’jhe period ending September
2014 (the “Report”), as filed with the SecuritiegleExchange Commission on the date hereof, |, BetBartholow, Chief Financial Officer

of the Company, certify, pursuant to 18 U.S.C. Bect350, as adopted pursuant to Section 906 od#drbane®xley Act of 2002, that to tt
best of my knowledge:

1  The Report fully complies with the requirementse€tion 13(a) or 15(d) of the Securities Exchangeoh 1934, as amended; &

2 The information contained in the Report, faphgsents, in all material respects, the finanaaldition and results of operations of
the Company.

/sl Peter B. Bartholow
Peter B. Bartholow
Chief Financial Officer
Date: October 23, 2014




