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Annual Report of Holding Companies—FR Y-

) CIENAVAE!
MAR 31 2016

NIC UNIT

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

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

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

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

I, Bart Caraway
Name of the Holding Company Director and Official

President and CEO

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

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

Signature of Holding Company Direcferand Official

Date of Signature

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

[ is included with the FR Y-6 report

[x] will be sent under separate cover

[ is not prepared

For Federal Reserve Bank Use Only

RSSD D L\ gL{7 ?)

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

December 31, 2015
Month / Day / Year

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

Reporter's Name, Street, and Mailing Address
Third Coast Bancshares, Inc.

Legal Title of Holding Company

20202 HWY 59 North, Suite 190

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

City State

77338
Zip Code

Physical Location (if different from mailing address)

Person to whom questions about this report should be directed:
Cecil W. Jones Partner
Name Title
214-393-9300

Area Code / Phone Number / Extension
214-393-9301

Area Code / FAX Number
cecil.jones@whitleypenn.com

E-mail Address

www.tcbssb.com

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

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

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

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

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

No

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

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

12/2015



For Use By Tiered Holding Companies

FRY-6
Page 2 of 2

Top-tiered holding companies must list the names, mailing address, and physical locations of each of their subsidiary holding companies

below.

N/A

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

Legal Title of Subsidiary Holding Company

Legal Title of Subsidiary Holding Company

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

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

City State Zip Code

City State Zip Code

Physical Location (if different from mailing address)

Physical Location (if different from mailing address)

12/2012
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1ov 23 2016

FORM FR Y-6
THIRD COAST BANCSHARES, INC.
HUMBLE, TEXAS
FISCAL YEAR ENDING DECEMBER 31, 2015

Report Item 1:  The bank holding company does not
prepare an annual report for its shareholders.

Report Item 2(a): Organizational Chart

THIRD COAST BANCSHARES,
INC.

HUMBLE, TEXAS

INCORPORATED in TEXAS
LEI: N/A

100%

THIRD COAST BANK SSB
HUMBLE, TEXAS

INCORPORATED in TEXAS
LEI: N/A

Report Item 2(b): Domestic Branch listing provided to the
Federal Reserve Bank
Sent via e-mail
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) THIRD
COAST

__________’//BANKSSB

www.thirdcoastbankssb.com

March 28, 2016

Federal Reserve Bank of Dallas
Banking Supervision Department
2200 North Pearl Street

Dallas, TX 75201

Enclosed please find the original and one photocopy of the Annual Report of Bank
Holding Company (FR Y-6) for Third Coast Bancshares, Inc. for the year ended December
31, 2015. We will mail the audited financial statements for December 31, 2015 as soon as
they are available.

If additional information is needed, please do not hesitate to contact me. Very

truly yours,

THIRD COAST BANCSHARES, INC.

%@7

Bart Caraway
President and CEO

20202 Hwy 59 N. Ste 190, Humble, TX 77338 Phone: 281.446.7000  Fax: 281.446.1546



\\ THIRD
| COAST

u/BANKSSB

www.thirdcoastbankssb.com

March 31, 2016

Federal Reserve Bank of Dallas
Banking Supervision Department
2200 North Pearl Street

Dallas, TX 75201

Enclosed please find Third Coast Bancshares, Inc. audited financial statement for December
31, 2015 when the FR-Y6 was mailed this audited financial statement was not available..

If additional information is needed, please do not hesitate to contact me.

Sincerely,
ws/T BANCSHARES, INC.
Sarah Natho

Controller/Cashier/SVP

"
7\

20202 Hwy 59 N. Ste 190, Humble, TX 77338 Phone: 281.446.7000  Fax: 281.446.1546 (f& 7
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Jonathan D. Finley

Chief Supervisory Analyst

Texas Department of Savings and Mortgage Lending
2601 North Lamar Boulevard, Suite 201

Austin, Texas 78705

March 30, 2016

RE: Annual Independent Audit

Dear Mr. Finley,

Included herewith please find an original copy of our independent audit report
prepared by Whitley Penn LLP. Their audit did not justify a “Management Letter”
since no accounting differences were found. Also included herewith, is the Whitley
Penn SAS 114 and 115 letters which noted no significant deficiencies or material
weakness.

After reviewing the documentation enclosed if you have any questions, please feel free
to contact me at (713) 485-8318 or by e-mail jmcwhorter@tcbssb.com.

Sincerely,

John McWhorter
Chief Financial Officer

20202 Hwy 59 N. Ste 190, Humble, TX 77338 Phone: 281.446.7000  Fax: 281.446.1546



:!
whitleypenn

March 29, 2016

To the Audit Committee of the Board of Directors
Third Coast Bancshares, Inc. and Subsidiary

We have audited the consolidated financial statements of Third Coast Bancshares, Inc. and
Subsidiary (the “Company”) for the year ended December 31, 2015, and have issued our report
thereon dated March 29, 2016. Professional standards require that we provide you with
information about our responsibilities under generally accepted auditing standards, as well as
certain information related to the planned scope and timing of our audit. We have communicated
such information in our letter to you dated October 13, 2015. Professional standards also require
that we communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Third Coast Bancshares, Inc. are described in Note 1 to
the consolidated financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during 2015. We noted no transactions entered
into by the Institution during the year for which there is a lack of authoritative guidance or
consensus. All significant transactions have been recognized in the consolidated financial
statements in the proper period.

Accounting estimates are an integral part of the consolidated financial statements prepared by
management and are based on management’s knowledge and experience about past and current
events and assumptions about future events. Certain accounting estimates are particularly
sensitive because of their significance to the consolidated financial statements and because of
the possibility that future events affecting them may differ significantly from those expected. The
most sensitive estimates affecting the consolidated financial statements were:

- Allowance for loans losses
- Reserves and accruals
- Contingencies and litigation
The financial statement disclosures are neutral, consistent, and clear.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.




To the Audit Committee of the Board of Directors Page 2
Third Coast Bancshares, Inc. and Subsidiary

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of
management. Management has corrected all such misstatements. In addition, none of the
misstatements detected as a result of audit procedures and corrected by management were
material, either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, that could be significant to the
consolidated financial statements or the auditor's report. We are pleased to report that no such
disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated March 28, 2016.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the Institution’s consolidated financial
statements or a determination of the type of auditor's opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us to
determine that the consultant has all the relevant facts. To our knowledge, there were no such
consultations with other accountants.

Other Audit Findings or Issues
We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the Institution’s auditors.

However, these discussions occurred in the normal course of our professional relationship and
our responses were not a condition to our retention.

* %k k k k k k k k k % %

This information is intended solely for the use of the Audit Committee of the Board of Directors
and management of Third Coast Bancshares, Inc. and Subsidiary and is not intended to be, and
should not be, used by anyone other than these specified parties.

Very truly yours,
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March 29, 2016



March 29, 2016

Whitley Penn, LLP
8343 Douglas Avenue
Suite 400

Dallas, Texas 75225

This representation letter is provided in connection with your audit of the consolidated financial statements of
Third Coast Bancshares, Inc. and subsidiaries, which comprise the balance sheets as of December 31, 2015 and
2014, and the related consolidated statements of income, comprehensive income, changes in stockholders’
equity, and cash flows for the years then ended, and the related notes to the financial statements, for the purpose
of expressing an opinion as to whether the consolidated financial statements are presented fairly, in all material
respects, in accordance with accounting principles generally accepted in the United States (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. items are
considered material, regardless of size, if they involve an omission or misstatement of accounting information that
in light of surrounding circumstances, makes it probable that the judgment of a reasonable person relying on the
information would be changed or influenced by the omission or misstatement. An omission or misstatement that is
monetarily small in amount could be considered material as a result of qualitative factors,

We confirm, to the best of our knowledge and belief, as of March 29, 2016, the following representations made to
you during your audit.

Financial Statements
1) We have fulfilled our responsibilities, as set out in the terms of the audit engagement letter dated October 13,
2015, including our responsibility for the preparation and fair presentation of the financial statements.

2) The financial statements referred to above are fairly presented in conformity with U.S. GAAP.

3) We acknowledge our responsibility for the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

4) We acknowledge our responsibility for the design, implementation, and maintenance of internal control to
prevent and detect fraud.

) Significant assumptions we used in making accounting estimates, including those measured at fair value, are
reasonable.

6) Related party relationships and transactions have been appropriately accounted for and disclosed in
accordance with U.S. GAAP.



7) Al of the following have been properly recorded or disclosed in the financial statements as applicable:

a) Related party relationships and transactions and related amounts receivable or payable, including loans,
deposits, sales, purchases, transfers, leasing arrangements, and guarantees.

b) Contingent assets and liabilities, including loans charged off and outstanding letters of credit.
¢) Commitments to originate, purchase, or sell loans and participations.

d) Commitments to purchase or sell securities, including commitments to purchase or sell securities under
forward-placement, financial-futures contracts, and standby commitments.

e) Positions in financial futures contracts or other derivative securities.

f}  The status of the institution's capital plan filed with regulators.

g) Sales of loans or other transfers of financial assets.

h) The following information about financial instruments with concentrations of credit risk:
i)  The common activity, region, or characteristic that identifies the concentration.

i) The maximum loss that could result if the counterparties completely failed to perform their obligations
and any collateral for the amounts due were worthless to the institution.

iii) The institution’s policy of requiring collateral to minimize the risk, the nature of this collateral, and
information about the institution’s access to the collateral.

i) Lease obligations under long-term leases.

8) All events subsequent to the date of the financial statements and for which U.S. GAAP requires adjustment or
disclosure have been adjusted or disclosed.

9) We have disclosed to you all of our—

a) Nonperforming assets.

b) Intentions to foreclose or repossess property.
10) If applicable, provision has been made for;

a) Losses, costs, or expenses that may be incurred in the collection of securities, loans, leases, and real
estate.

b) Losses, costs, or expenses that may be incurred in the disposition of other real estate owned.

c) Liabilities for interest on deposits and other indebtedness, including subordinated capital notes and
participation loans.

d) Other than temporary declines in the value of investment securities and other investment assets.

11) We agree with the findings of appraisers used and have adequately considered the qualifications of the
appraisers in determining the amounts and disclosures in the financial statements and underlying accounting
records. We did not give or cause any instructions to be given to appraisers regarding the values or amounts
derived in an attempt to bias their work, and we are not otherwise aware of any matters that have had an
impact on the independence or objectivity of the appraisers.

12) The classification of securities and other investment assets as held-to-maturity, available-for-sale, or trading
correctly reflects management’s ability and intent.



13) No transactions or activities are planned that would result in any recapture of the base-year, tax-basis bad
debt reserve.

14) The effects of uncorrected misstatements are immaterial, both individually and in the aggregate, to the

financial statements as a whole. A list of the uncorrected misstatements is attached to the representation
letter.

15) The effects of all known actual or possible litigation, claims, and assessments have been accounted for and
disclosed in accordance with U.S. GAAP.

16) Material concentrations have been properly disclosed in accordance with U.S. GAAP.

17) Guarantees, whether written or oral, under which the institution is contingently liable, have been properly
recorded or disclosed in accordance with U.S. GAAP.

18) The institution has no plans or intentions that may materially affect the carrying value or classification of
assets and liabilities.

Institution—Specific

19) There have been no communications from regulatory agencies concerning noncompliance with, or
deficiencies in, financial reporting practices.

information Provided
20) We have provided you with:

a) Access to all information, of which we are aware, that is relevant to the preparation and fair presentation
of the financial statements, such as records, documentation, and other matters.

b) Additional information that you have requested from us for the purpose of the audit.

c) Unrestricted access to persons within the institution from whom you determined it necessary to obtain
audit evidence.

d) Minutes of the meetings of stockholders, directors, committees of directors, credit/loan committee,
asset/liability management committee, other relevant committees or summaries of actions of recent
meetings for which minutes have not yet been prepared.

e) All regulatory or examination reports, supervisory correspondence, and similar materials from applicable
regulatory agencies, including communications about supervisory actions or noncompliance with, or
deficiencies in, rules and regulations or supervisory actions.

21) In regard to the preparation of the financial statements and preparation of the tax services performed by you,
we have—

a) Assumed all management responsibilities.

b} Designated an individual (within senior management) with suitable skill, knowledge, or experience to
oversee the services.

¢) Evaluated the adequacy and results of the services performed.
d) Accepted responsibility for the results of the services.

22) All material transactions have been recorded in the accounting records and are reflected in the financial
statements.



23) We have disclosed to you the results of our assessment of the risk that the financial statements may be
materially misstated as a result of fraud.

24) We have no knowledge of any fraud or suspected fraud that affects the institution and involves:
a) Management,
b) Employees who have significant roles in internal control, or
c) Others where the fraud could have a material effect on the financial statements.

25) We have no knowledge of any allegations of fraud or suspected fraud affecting the institution’s financial
statements communicated by employees, former employees, analysts, regulators, or others.

26) We have complied with all aspects of contractual agreements that would have a material effect on the
financial statements in the event of noncompliance.

27) We have no knowledge of any instances of noncompliance or suspected noncompliance with laws and
regulations, or supervisory actions, whose effects should be considered when preparing financial statements.

28) We have disclosed to you all known actual or possible litigation, claims, and assessments, including any
liabilities resulting from acting in a fiduciary capacity, whose effects should be considered when preparing the
financial statements.

29) We have disclosed to you the identity of the institution’s related parties and all the related party relationships
and transactions of which we are aware.

30) Related party transactions (including insider loans) have been entered into in compliance with existing
regulations.

31) The institution has satisfactory titie to all owned assets, and there are no liens or encumbrances on such
assets nor has any asset been pledged as collateral or deposited in escrow as security.

32) There are no regulatory examinations currently in progress for which we have not received examination
reports.

33) We acknowledge our responsibility for presenting the consolidated financial statements in accordance with
U.S. GAAP, and we believe the consolidated financial statements, including its form and content, is fairly
presented in accordance with U.S. GAAP. The methods of measurement and presentation of the consolidated
financial statements have not changed from those used in the prior period, and we have disclosed to you any
significant assumptions or interpretations underlying the measurement and presentation of the consolidated
financial statements.

Signature: __ [ % /
Bart Caraway &

Title: Chief Executive Officer

[). [, ]
Signature: ZM%L“JN

Jghn McWhorter

Title: Chief Financial Officer
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To the Audit Committee and Senior Management of
Third Coast Bancshares, Inc. and Subsidiary

In planning and performing our audit of the consolidated financial statements of Third Coast Bancshares, Inc. and
Subsidiary (the “Company”) as of and for the year ended December 31, 2015, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (internal control) as a basis for designing audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinion on the consolidated financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the entity’s consolidated
financial statements will not be prevented, or detected and corrected, on a timely basis.

Our consideration of internal control was for the limited purpose described in the first paragraph and was not
designed to identify all deficiencies in internal control that might be material weaknesses. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.

* %k %k %k %k % %k %k %k k ¥ %

This communication is intended solely for the information and use of the management, Audit Committee of the
Board of Directors of Third Coast Bancshares, Inc. and Subsidiary, and others within the Company, and is not
intended to be and, should not be, used by anyone other than these specified parties.
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Dallas, Texas
March 29, 2016

Dallas Fort Worth Houston NEX]A

INTERNATIONAL
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Independent Auditor’s Report whitleypenn.com

To the Board of Directors
Third Coast Bancshares, Inc. and Subsidiary

We have audited the accompanying consolidated financial statements of Third Coast Bancshares, Inc. and
Subsidiary, which comprise the consolidated balance sheet as of December 31, 2015 and 2014, and the related
consolidated statements of income and comprehensive income, changes in stockholders’ equity, and cash flows
for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Third Coast Bancshares, Inc. and Subsidiary as of December 31, 2015 and 2014, and the

results of their operations and their cash flows for the years then ended in accordance with accounting principles
generally accepted in the United States of America.

(/UAJ‘H.:"/ 72# L

Dallas, Texas
March 29, 2016

Dallas FFort Worth Houston




Consolidated Balance Sheet

December 31,

THIRD COAST BANCSHARES, INC. AND SUBSIDIARY

ASSETS 2015 2014
Cash and cash equivalents:
Cash and due from banks $ 47,757,652 $ 38,947,411
Federal funds sold 2,448,619 24,204,639
Total cash and cash equivalents 50,206,271 63,152,050
Interest bearing time deposits in other banks 3,078,154 3,817,091
Loans held for sale - 283,916
Loans, net 340,511,805 275,831,995
Accrued interest receivable 1,108,752 816,880
Premises and equipment, net 1,383,143 988,939
Other real estate owned 547,200 616,200
Bank-owned life insurance 5,856,282 5,707,608
Federal Home Loan Bank stock 3,421,100 114,800
Deferred tax asset, net 870,942 124,548
Other assets 1,856,421 509,845

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

$ 408,840,070

$ 351,963,872

Deposits:

Noninterest bearing

Interest bearing

Total deposits

Accrued interest payable

Other liabilities
Note payable

Total liabilities

Commitments and contingencies

Stockholders' equity:

Preferred stock, $1,000 liquidation value; 1,000,000 shares
authorized; 8,673 shares Series A issued and outstanding

Common stock, $1 par value; 20,000,000 shares
authorized; 2,750,687 issued and outstanding
at December 31, 2015 and 2014

Additional paid-in capital

Retained earnings

Treasury stock: at cost; 40,406 shares
at December 31, 2015 and 2014

Total stockholders' equity

Total liabilities & stockholders' equity

1

$ 59,920,912 $ 56,249,948
308,198,077 259,507,837
368,118,989 315,757,785

512,132 351,193
810,236 670,929
2,000,000 ;
371,441,357 316,779,907
8,673,000 8,673,000
2,750,687 2,750,687
26,033,997 26,009,189
354,345 (1,835,595)
(413,316) (413,316)
37,398,713 35,183,965

$ 408,840,070

$ 351,963,872

See accompanying notes to consolidated financial statements.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY

Consolidated Statement of Income and Comprehensive Income

For the Years Ended December 31,

2015 2014
Interest income:
Loans, including fees $ 17,640,341 $ 14,998,881
Federal funds sold and time deposits in other banks 141,964 118,513
Total interest income 17,782,305 15,117,394
Interest expense on deposit accounts 2,593,250 2,250,982
Net interest income 15,189,055 12,866,412
Provision for loan losses 360,000 1,843,140
Net interest income after provision for loan losses 14,829,055 11,023,272
Noninterest income:
Services charges and fees 435,972 319,102
Gain on sales of SBA loans 361,024 309,188
Gain on insurance claim on other real estate owned - 842,311
Gain on disposal of purchased credit impaired loans 66,435 206,087
Other 190,903 188,504
Total noninterest income 1,054,334 1,865,192
Noninterest expense:
Salaries and employee benefits 8,816,531 6,237,672
Data processing and network expense 962,673 678,361
Occupancy and equipment expense 1,297,463 1,130,144
Legal and professional 690,651 502,706
Loan operations and other real estate owned expense 344,810 777,858
Regulatory assessments 305,385 256,389
Other 1,231,184 1,014,885
Total noninterest expense 13,648,697 10,598,015
Net income before income tax expense 2,234,692 2,290,449
Income tax benefit 41,978 -
Net income and comprehensive income $ 2,276,670 $ 2,290,449

See accompanying notes to consolidated financial statem
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Balances, January 1, 2014

Net income

Common stock issued

Stock warrants issued
Treasury stock purchased
Share-based compensation
Preferred dividends declared
Balances, December 31, 2014
Net income

Share-based compensation
Preferred dividends declared

Balances, December 31, 2015

THIRD COAST BANCSHARES, INC. AND SUBSIDIARY

Consolidated Statement of Changes in Stockholders' Equity

For the Years Ended December 31, 2015 and 2014

Additional
Preferred Common Paid-In Retained Treasury
Stock Stock Capital Earnings Stock Total
$8,673,000 $2,450687 $ 22,842,685 $ (4,039,314) $ (333,316) $ 29,593,742
- - - 2,290,449 - 2,290,449
- 300,000 3,000,000 - - 3,300,000
- - 2,110 - - 2,110
- - - - (80,000) (80,000)
- - 164,394 - - 164,394
y s 5 (86,730) - (86,730)
8,673,000 2,750,687 26,009,189 (1,835,595) (413,316) 35,183,965
- - - 2,276,670 - 2,276,670
- - 24,808 - - 24,808
g g g (86,730) - (86,730)
$ 8,673,000 _$ 2,750,687 _$ 26,033,997 _§ 354345 _$ (413316) _$ 37,398,713

See accompanying notes to consolidated financial statements.
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Consolidated Statement of Cash Flows

For the Years Ended December 31,

See accompanying notes to consolidated financial statements.

4

2015 2014
Cash flows from operating activities:
Net income $ 2,276,670 3 2,290,449
Adjustments to reconcile net income to net cash
provided by operating activities:
Provision for loan losses 360,000 1,843,140
Changes in deferred tax asset, net (746,394) -
Share based compensation expense 24,808 166,504
Gain on sales of SBA loans (361,024) (309,188)
Writedowns of other real estate owned - 391,275
Proceeds from other real estate owned insurance settlement 69,000 -
Gain on sales of other real estate owned - (5,589)
Loans held for sale purchased - (283,916)
Depreciation, amortization and accretion 392,373 360,755
Earnings on bank-owned life insurance (148,674) (153,049)
Changes in operating assets and liabilities:
Accrued interest receivable and other assets (1,638,448) (381,881)
Accrued interest payable and other liabilities 300,246 269,118
Net cash provided by operating activities 528,557 4,187,618
Cash flows from investing activities:
Net decrease in interest bearing deposits in other banks 738,937 921,388
Increase in Federal Home Loan Bank stock (3,306,300) -
Investment securities available-for-sale activity:
Purchases (215,000,061) (17,999,897)
Maturities, calls and principal paydowns 215,000,000 18,000,000
Loans purchased, net of premiums and discounts (3,608,449) (3,968,169)
Net loans held for investment originated (60,786,421) (43,303,300)
Net additions to bank premises and equipment (786,516) (242,899)
Proceeds from sales of foreclosed assets - 655,589
Net cash used in investing activities (67,748,810) (45,937,288)
Cash flows from financing activities:
Net increase in deposits 52,361,204 60,093,178
Dividends on preferred stock (86,730) (86,730)
Proceeds from issuance of long term debt 2,000,000 -
Proceeds from issuance of common stock - 3,300,000
Purchase of treasury stock - (80,000)
Net cash provided by financing activities 54,274,474 63,226,448
(Decrease) increase in cash and cash equivalents (12,945,779) 21,476,778
Cash and cash equivalents at beginning of year 63,152,050 41,675,272
Cash and cash equivalents at end of year $ 50,206,271 $ 63,152,050
Supplemental Disclosures of Cash Flow Information:
Cash paid for interest $ 2,432,311 $ 2,150,167
Cash paid for income taxes $ 1,115,000 $ -
Supplemental Disclosure of Noncash Investing Activities:
Loans held for sale transferred to loans held for investment $ 283,916
Loans transferred to other real estate owned, net $ - $ 350,000



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations

Third Coast Bancshares, Inc. and Subsidiary (the “Company”) provides general consumer and commercial
banking services through its seven branch offices located in Humble, Beaumont, Port Arthur, Houston,
Dallas, Plano and Fort Worth, Texas. The Company is subject to competition from other financial
institutions, is subject to the regulations of certain government agencies and undergoes periodic
examinations by those regulatory authorities.

The accounting and reporting policies of the Company and the methods of applying those policies that
materially affect the accompanying consolidated financial statements conform with accounting principles
generally accepted in the United States of America (‘GAAP”) and prevailing banking industry practices. In
preparing the consolidated financial statements, management is required to make estimates and
assumptions that affect the reported amounts of assets and liabilities as of the balance sheet dates and
revenues and expenses for the periods shown. Actual results could differ from the estimates and
assumptions used in the consolidated financial statements including, the allowance for loan losses, the fair
values of financial instruments and the status of contingencies.

The Company has evaluated all subsequent events for potential recognition and disclosure through
March 29, 2016, the date of which the consolidated financial statements were available to be issued.

Basis of Presentation

The accompanying consolidated financial statements include the accounts of Third Coast Bancshares, Inc.
(‘Bancshares”) and its wholly-owned subsidiary, Third Coast Bank, SSB (the “Bank”) and its wholly-owned
subsidiary Third Coast Commercial Capital, Inc., collectively referred to as the Company. All significant
intercompany transactions and balances have been eliminated in consolidation.

Cash and Cash Equivalents

Cash and cash equivalents include cash, deposits with other financial institutions that have initial maturities
of less than 90 days when acquired by the Company and federal funds sold.

Interest Bearing Time Deposits in Other Banks

Interest bearing time deposits in other banks are carried at cost and generally mature between 90 days to
one year from purchase date.

Investment Securities Available-For-Sale

Investment securities available-for-sale consists of bonds, notes, and debentures that are not classified as
trading securities or held-to-maturity securities. Investment securities available-for-sale are held for
indefinite periods of time and carried at fair value, with the unrealized holding gains and losses reported as
a component of other comprehensive income, net of tax. Management determines the appropriate
classification of investment securities at the time of purchase.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies — continued

Investment Securities Available-For-Sale — continued

Interest income includes amortization of purchase premiums and discounts. Realized gains and losses are
derived from the amortized cost of the security sold. Declines in the fair value of available-for-sale securities
below their cost that are deemed to be other than temporary are reflected in earnings as realized losses.
In estimating other-than-temporary impairment losses, management considers, among other things, (i) the
length of time and the extent to which the fair value has been less than cost, (ii) the financial condition and
near-term prospects of the issuer, and (iii) the intent and ability of the Company to retain its investment in
the issuer for a period of time sufficient to allow for any anticipated recovery in fair value.

Loans and Allowance for Loan Losses

Loans are stated at the amount of unpaid principal, reduced by unearned income and an allowance for loan
losses. Interest on loans is recognized using the simple-interest method on the daily balances of the
principal amounts outstanding. Deferred fees and costs associated with originating loans are recognized
in income and expense generally in the period in which the fees were received and/or costs were incurred.
Under GAAP, such fees and costs generally are deferred and recognized over the life of the loan as an
adjustment of yield. For the years ended December 31, 2015 and 2014, management believes that not
deferring such fees and costs and amortizing them over the life of the related loans does not materially
affect the financial position or results of operations of the Company.

A loan is considered impaired when, based on current information and events, it is probable that the
Company will be unable to collect all amounts due (both principal and interest) according to the terms of
the loan agreement. Reserves on impaired loans are primarily measured based on the fair value of the
underlying collateral. Impaired loans, or portions thereof, are charged off when deemed uncollectible.

The accrual of interest on loans is discontinued when there is a clear indication that the borrower’s cash
flow may not be sufficient to meet payments as they become due, which is generally when a loan is 90 days
past due. When a loan is placed on non-accrual status, all previously accrued and unpaid interest is
reversed. Interest income is subsequently recognized on a cash basis as long as the remaining book
balance of the asset is deemed to be collectible. If collectability is questionable, then cash payments are
applied to principal. A loan is placed back on accrual status when both principal and interest are current
and it is probable that the Company will be able to collect all amounts due (both principal and interest)
according to the terms of the loan agreement.

The allowance for loan losses is established through a provision for loan losses charged against income.
The allowance for loan losses includes specific reserves for impaired loans and an estimate of losses
inherent in the loan portfolio at the balance sheet date, but not yet identified with specific loans. Loans
deemed to be uncollectible are charged against the allowance when management believes that the
collectability of the principal is unlikely and subsequent recoveries, if any, are credited to the allowance.
Management's periodic evaluation of the adequacy of the allowance is based on an assessment of the
current loan portfolio, including known inherent risks, adverse situations that may affect the borrowers’
ability to repay, the estimated value of any underlying collateral and current economic conditions.

From time to time, the Company modifies its loan agreement with a borrower. A modified loan is considered
a troubled debt restructuring when two conditions are met: (i) the borrower is experiencing financial difficulty
and (i) concessions are made by the Company that would not otherwise be considered for a borrower with
similar credit risk characteristics. Modifications to loan terms may include a lower interest rate, a reduction
of principal, or a longer term to maturity. To date, these troubled debt restructurings have been such that,
after considering economic and business conditions and collection efforts, the collection of interest is
doubtful and therefore the loan has been placed on non-accrual. Each of these loans is evaluated for
impairment and a specific reserve is recorded based on probable losses, taking into consideration the
related collateral and modified loan terms and cash flow.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies — continued

Loans and Allowance for Loan Losses — continued

The Company has certain lending policies and procedures in place that are designed to maximize loan
income with an acceptable level of risk. Management reviews and approves these policies and procedures
on a regular basis and makes changes as appropriate. Management receives frequent reports related to
loan originations, quality, concentrations, delinquencies, non-performing, and potential problem loans.
Diversification in the loan portfolio is a means of managing risk associated with fluctuations in economic
conditions, both by type of loan and geography.

Commercial loans are underwritten after evaluating and understanding the borrower’s ability to operate
profitably and effectively. Underwriting standards are designed to determine whether the borrower
possesses sound business ethics and practices and to evaluate current and projected cash flows to
determine the ability of the borrower to repay their obligations as agreed. Commercial loans are primarily
made based on the identified cash flows of the borrower and, secondarily, on the underlying collateral
provided by the borrower. Most commercial loans are secured by the assets being financed or other
business assets, such as accounts receivable or inventory, and include personal guarantees.

Agricultural loans are subject to underwriting standards and processes similar to commercial loans.
Agricultural loans are primarily made based on the identified cash flows of the borrower and, secondarily,
on the underlying collateral provided by the borrower. Most agricultural loans are secured by the agriculture
related assets being financed, such as farmland, cattle, or equipment, and include personal guarantees.

Real estate loans are also subject to underwriting standards and processes similar to commercial and
agricultural loans. These loans are underwritten primarily based on projected cash flows and, secondarily,
as loans secured by real estate. The repayment of real estate loans is generally largely dependent on the
successful operation of the property securing the loans or the business conducted on the property securing
the loan. Real estate loans may be more adversely affected by conditions in the real estate markets or in
the general economy. The properties securing the Company'’s real estate portfolio are generally diverse in
terms of type and geographic location, throughout Southeast Texas. This diversity helps reduce the
exposure to adverse economic events that affect any single market or industry. Generally, real estate loans
are owner occupied which further reduces the Company’s risk.

The Company utilizes methodical credit standards and analysis to supplement its policies and procedures
in underwriting consumer loans. The Company'’s loan policy addresses types of consumer loans that may
be originated and the collateral, if secured, which must be perfected. The relatively smaller individual dollar
amounts of consumer loans that are spread over numerous individual borrowers also minimizes the
Company's risk.

Certain Acquired Loans

During 2015 and 2014, the Company acquired a group of loans through a purchase from a third party.
Acquired loans are recorded at their estimated fair value at the acquisition date, and are initially classified
as either purchase credit impaired (“PCI") loans (i.e. loans that reflect credit deterioration since origination
and it is probable at acquisition that the Company will be unable to collect all contractually required
payments) or purchased non-impaired loans (“acquired performing loans”).

Acquired performing loans are accounted for under Financial Accounting Standards Board (“FASB")
Accounting Standards Codification (“ASC”) Topic 310-20. Performance of certain loans may be monitored
and based on management’s assessment of the cash flows and other facts available, portions of the
accretable difference may be delayed or suspended if management deems appropriate. The Company's
policy for determining when to discontinue accruing interest on acquired performing loans and the
subsequent accounting for such loans is essentially the same as the policy for originated loans described
above.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies — continued

Certain Acquired Loans — continued

An ALLL is calculated using a methodology similar to that described for originated loans. Acquired
performing loans are subsequently evaluated for any required allowance at each reporting date. Such
required allowance for each loan is compared to the remaining fair value discount for that loan. If greater,
the excess is recognized as an addition to the allowance through a provision for loan losses. If less than
the discount, no additional allowance is recorded. Charge-offs and losses first reduce any remaining fair
value discount for the loan and once the discount is depleted, losses are applied against the allowance
established for that loan.

PCI loans are accounted for under the accounting guidance for loans and debt securities acquired with
deteriorated credit quality, found in FASB ASC Topic 310-30, Receivables—Loans and Debt Securities
Acquired with Deteriorated Credit Quality. The Company estimates the amount and timing of expected
principal, interest and other cash flows for each loan meeting the criteria above, and determines the excess
of the loan’s scheduled contractual principal and contractual interest payments over all cash flows expected
to be collected at acquisition as an amount that should not be accreted. These credit discounts
(“nonaccretable marks”) are included in the determination of the initial fair value for acquired loans;
therefore, an allowance for loan losses is not recorded at the acquisition date. Differences between the
estimated fair values and expected cash flows of acquired loans at the acquisition date that are not credit-
based (“accretable marks”) are subsequently accreted to interest income over the estimated life of the loans
using a method that approximates a level yield method if the timing and amount of the future cash flows is
reasonably estimable. Subsequent to the acquisition date for PCl loans, increases in cash flows over those
expected at the acquisition date result in a move of the discount from nonaccretable to accretable.
Decreases in expected cash flows after the acquisition date are recognized through the provision for loan
losses.

For PCl loans after acquisition, cash flows expected to be collected are recast for each loan periodically as
determined appropriate by management. If the present value of expected cash flows for a loan is less than
its carrying value, impairment is reflected by an increase in the ALLL and a charge to the provision for loan
losses. If the present value of the expected cash flows for a loan is greater than its carrying value, any
previously established ALLL is reversed and any remaining difference increases the accretable yield, which
will be taken into income over the remaining life of the loan. Loan dispositions may include sales of loans,
receipt of payments in full from the borrower, or foreclosure. Write-downs are not recorded on the PCl loan
until actual losses exceed the remaining non-accretable difference. To date, no write-downs have been
recorded for the PCI loans held by the Company. Loans that were considered troubled debt restructurings
by the third party prior to the acquisition date are not required to be classified as troubled debt restructurings
in the Company’s consolidated financial statements unless or until such loans would subsequently meet
criteria to be classified as such, since acquired loans were recorded at their estimated fair values at the
time of the acquisition.

Loans Held for Sale and Servicing Assets

Certain Small Business Administration (*“SBA”) loans originated and intended for sale in the secondary
market are carried at the lower of cost or estimated market value in the aggregate. Net unrealized losses,
if any, are recognized through a valuation allowance by charges to income. Gains or losses recognized
upon the sale of loans are determined on a specific identification basis and are included in non-interest
income. SBA loan transfers are accounted for as sales when control over the loan has been surrendered.
Control over such loans is deemed to be surrendered when (i) the assets have been isolated from the
Company, (ii) the transferee obtains the right (free of conditions that constrain it from taking advantage of
that right) to pledge or exchange the transferred assets, and (iii) the Company does not maintain effective
control over the transferred assets through an agreement to repurchase them before their maturity.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies — continued

Loans Held for Sale and Servicing Assets — continued

The Company has adopted guidance issued by the FASB that clarifies the accounting and reporting
standards for transfers and servicing of financial assets and extinguishments of liabilities, in which, after a
transfer of financial assets, an entity recognizes the financial and servicing assets it controls and liabilities
it has incurred, derecognizes financial assets when control has been surrendered, and derecognizes
liabilities when extinguished. To calculate the gain or loss on sale of loans, the Company’s investment in
the loan is allocated among the retained portion of the loan, the servicing retained the interest-only strip
and the sold portion of the loan, based on the relative fair market value of each portion. The gain or loss
on the sold portion of the loan is recognized based on the difference between the sale proceeds and the
allocated investment. As a result of the relative fair value allocation, the carrying value of the retained
portion is discounted, with the discount accreted to interest income over the life of the loan.

Servicing assets are amortized over an estimated life using a method that is in proportion to the estimated
future servicing income. In the event future prepayments exceed management’s estimates and future cash
flows are inadequate to cover the servicing asset, additional amortization would be recognized. The portion
of servicing fees in excess of the contracted servicing fees is reflected as interest-only strips receivable,
which are classified as available for sale and are carried at fair value. At December 31, 2015 and 2014,
the Company was servicing loans previously sold of approximately $9,058,000 and $6,719,000,
respectively. The related servicing assets receivable were not material to the consolidated financial
statements at December 31, 2015 and 2014.

Premises and Equipment

Leasehold improvements, furniture and fixtures, and equipment are carried at cost, less accumulated
depreciation, computed principally by the straight-line method based on the estimated useful lives of the
related asset. Major replacements and betterments are capitalized while maintenance and repairs are
charged to expense when incurred. Gains or losses on dispositions are reflected in income as incurred.

Other Real Estate Owned

Other real estate owned represents properties acquired through or in lieu of loan foreclosure and are initially
recorded at fair value less estimated costs to sell. Any write-down to fair value at the time of transfer to
other real estate owned is charged to the allowance for loan losses. Costs of improvements are capitalized,
whereas costs relating to holding other real estate owned and subsequent adjustments to the value are
expensed. Operating and holding expenses of such properties, net of related income, are included in loan
operations and other real estate owned expense on the accompanying consolidated statement of income
and comprehensive income. Gains or losses on dispositions are reflected in income as incurred.

Bank-Owned Life Insurance

The Company has purchased life insurance policies on certain employees. These bank-owned life
insurance (“BOLI") policies are recorded in the accompanying consolidated balance sheet at their cash
surrender values. Income from these policies and changes in the cash surrender values are reported in
the accompanying consolidated statement of income and comprehensive income.

Comprehensive Income

Comprehensive income includes all changes in stockholders’ equity during a period, except those resulting
from transactions with stockholders. Other than net income, comprehensive income includes the net effect
of changes in the fair value of securities available-for-sale. Comprehensive income is reported in the
accompanying consolidated statement of income and comprehensive income.



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

1. Nature of Operations and Summary of Significant Accounting Policies — continued

Advertising Expenses

Advertising consists of the Company’s advertising in its local market area and is expensed as incurred.
Advertising expense was $425,780 and $347,256 for the years ended December 31, 2015 and 2014,
respectively, and is included in other noninterest expense in the accompanying consolidated statement of
income and comprehensive income.

Income Taxes

The Company files a consolidated income tax return with its subsidiary. Federal income tax expense or
benefit is allocated on a separate return basis.

Deferred tax assets and liabilities are reflected at currently enacted income tax rates applicable to the period
in which the deferred tax assets and liabilities are expected to be realized or settled. As changes in tax
laws or rates are enacted, deferred tax assets and liabilities are adjusted through the provision for income
taxes. Valuation allowances are established when necessary to reduce deferred tax assets to the amount
expected to be realized.

Share-Based Compensation

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

Reclassification
Certain amounts in prior period consolidated financial statements may have been reclassified to conform

to current period presentation. These reclassifications are immaterial and have no effect on net income,
total assets or stockholders’ equity.
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014
2. Loans and Allowance for Loan Losses

Loans in the accompanying consolidated balance sheet consisted of the following:

December 31,

2015 2014
Real estate loans:
Non-farm non-residential owner occupied $ 103,887,638 $ 84,003,121
Non-farm non-residential non-owner occupied 37,963,864 34,770,255
Residential 28,050,319 17,531,714
Construction, development & vacant 36,232,859 31,442,701
Farmland 2,456,268 3,755,852
Commercial & industrial 128,552,254 105,625,227
Consumer 4,904,467 1,005,892
Other 2,270,628 1,244,163
344,318,297 279,378,925
Allowance for loan losses (3,806,492) (3,546,930)
Loans, net $ 340,511,805 $ 275,831,995

Non-accrual and Past Due Loans

Loans are considered past due if the required principal and interest payments have not been received as
of the date such payments were due. As mentioned in Note 1, the accrual of interest on loans is
discontinued when there is a clear indication that the borrower’s cash flow may not be sufficient to meet
payments as they become due, which is generally when a loan is 90 days past due. Non-accrual loans
segregated by class of loans were as follows:

December 31,

2015 2014

Accruing loans Accruing loans

Real estate loans:
Non-farm non-residential owner occupied
Non-farm non-residential non-owner occupied
Residential
Construction, development & vacant
Farmland

Commercial & industrial

Consumer

Other

Non-accrual

past due more
than 90 days

Non-accrual

past due more
than 90 days

$ -
1,290,006

1,566,764

$ _

162,990
316,394

$ 393,485

$ 2,856,770

$ 469,384

$ 393,485

1



THIRD COAST BANCSHARES, INC. AND SUBSIDIARY

Notes to Consolidated Financial Statements (continued)

2. Loans and Allowance for Loan Losses — continued

Non-accrual and Past Due Loans — continued

December 31, 2015 and 2014

An age analysis of past due loans, segregated by class of loans, were as follows:

December 31, 2015

30-59 60-89 Over 90 Total Total Total
days days days past due current loans
Real estate loans:
Non-farm non-residential
owner occupied $ - $ - % - - $103,887,638 $ 103,887,638
Non-farm non-residential
non-owner occupied 1,290,006 - - 1,290,006 36,673,858 37,963,864
Residential - - - - 28,050,319 28,050,319
Construction, development
& vacant - - - - 36,232,859 36,232,859
Farmland - - - - 2,456,268 2,456,268
Commercial & industrial 1,133,932 5,740,983 1,710,072 8,584,987 119,967,267 128,552,254
Consumer - 2,880 144,589 147,469 4,756,998 4,904,467
Other - - - - 2,270,628 2,270,628
$ 2,423,938 $5,743,863 $ 1,854,661 $ 10,022,462 $ 334,295,835 $ 344,318,297
December 31, 2014
30-59 60-89 Over 90 Total Total Total
days days days past due current loans
Real estate loans:
Non-farm non-residential
owner occupied $ 393485 $ - % - 393485 $ 83,609,636 $ 84,003,121
Non-farm non-residential
non-owner occupied - - - - 34,770,255 34,770,255
Residential 119,319 - 152,990 272,309 17,259,405 17,531,714
Construction, development
& vacant - - - - 31,442,701 31,442,701
Farmland - - - - 3,755,852 3,755,852
Commercial & industrial - 316,394 316,394 105,308,833 105,625,227
Consumer - - - - 1,005,892 1,005,892
Other - - - - 1,244,163 1,244,163
$ 512804 § E $469,384 982,188 $ 278,396,737 $ 279,378,925
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Impaired Loans

The following tables present impaired loans by class of loans:

December 31, 2015

Unpaid Recorded Recorded Average
contractual investment investment Total recorded
principal with no with recorded Related investment
balance allowance allowance investment allowance during year
Real estate loans:
Non-farm non-residential
owner occupied $ 821,082 $ 821,082 $ - $ 821,082 $ $ 921,928
Non-farm non-residential
non-owner occupied 1,290,006 - 1,290,006 1,290,006 349,506 645,003
Residential - - - - -
Construction, development
& vacant - - - - -
Farmland - - - -
Commercial & industrial 1,949,223 - 1,949,223 1,949,223 401,899 2,392,624
Consumer - - - - -
Other - - - - -
$ 4,060,311 $ 821,082 §$ 3,239,229 $ 4,060,311 $ 751,405 $ 3,959,555
December 31, 2014
Unpaid Recorded Recorded Average
contractual investment investment Total recorded
principal with no with recorded Related investment
balance allowance allowance investment allowance during year
Real estate loans:
Non-farm non-residential
owner occupied $ 1524967 $ 1524967 $ - $ 1524967 $ - $ 921,928
Non-farm non-residential
non-owner occupied - - - -
Residential - - - - -
Construction, development
& vacant - - - - - -
Farmland - - - - -
Commercial & industrial 3,436,025 - 2,836,025 2,836,025 1,265,520 2,495,440
Consumer - - - - -
Other - - - - - -
$ 4960992 $ 1524967 $ 2,836,025 $ 4,360,992 $ 1265520 $ 3,417,368
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014
2. Loans and Allowance for Loan Losses - continued
Interest payments received on impaired loans are recorded as interest income unless collections of the
remaining recorded investment are doubtful, at which time payments received are recorded as reductions
of principal. Interest income collected on impaired loans was approximately $68,000 and $229,000 during

the year ended December 31, 2015 and 2014, respectively.

Troubled Debt Restructuring

During the year ended December 31, 2015 and 2014, the terms of certain loans were modified as troubled
debt restructurings. The following tables present modifications of loans that the Company considers to be
troubled debt restructured loans:

31-Dec-15
Loan modifications

Combined rate
Number of Adjusted Payment and payment
loans interest rate deferral deferral

Real estate loans:
Non-farm non-residential
owner occupied - $ - $ - $ -
Non-farm non-residential - - - -
non-owner occupied - - - -
Residential - - - -
Construction, development - - - -
& vacant - - - -
Farmland - - - -
Commercial & industrial 3 - 1,115,870 -
Consumer - - - -
Other - - - -

3 $ - $ 1,115,870 $ -

December 31, 2014
Loan modifications

Combined rate
Number of Adjusted Payment and payment
loans interest rate deferral deferral

Real estate loans:
Non-farm non-residential
owner occupied 1 $ - $ 527,810 $ -
Non-farm non-residential - - - -
non-owner occupied - - - -
Residential - - - -
Construction, development - - - -
& vacant - - - -
Farmland - - - -
Commercial & industrial 2 - 381,022 -
Consumer - - - -
Other - - - -

3 $ - $ 908,832 $ =
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Troubled Debt Restructuring — continued

During the years ended December 31, 2015 and 2014, there were no defaults on loans restructured. A
default for purposes of this disclosure is a troubled debt restructured loan in which the borrower is 90 days
past due or results in the foreclosure and repossession of the applicable collateral. These loans have no
unfunded commitments.

Credit Quality Indicators

The majority of the loan portfolio is comprised of loans to businesses and individuals throughout Southeast
Texas. This geographic concentration subjects the loan portfolio to the general economic conditions within
this area. The risks created by this concentration have been considered by management in the
determination of the adequacy of the allowance for loan losses. Management believes the allowance for
loan losses is adequate to cover estimated losses on loans at December 31, 2015 and 2014.

Credit Quality Indicators. From a credit risk standpoint, the Company classifies its loans in one of six
categories: (i) pass, (ii) special mention, (iii) substandard, (iv) doubtful, or (v) loss.

The classifications of loans reflect a judgment about the risks of default and loss associated with the loan.
The Company reviews the ratings on credits monthly. Ratings are adjusted to reflect the degree of risk and
loss that is felt to be inherent in each credit as of each monthly reporting period. The Company’s
methodology is structured so that specific allocations are increased in accordance with deterioration in
credit quality (and a corresponding increase in risk and loss) or decreased in accordance with improvement
in credit quality (and a corresponding decrease in risk and loss).

(i) The Company has several pass credit grades that are assigned to loans based on varying levels of
credits, ranging from credits that are secured by cash or marketable securities, to watch credits that have
all the characteristics of an acceptable credit risk but warrant more than the normal level of supervision.

(i) Special mention loans are loans that still show sufficient cash flow to service their debt, but show a
declining financial trend with potential cash flow shortages if trends continue. This category should be
treated as a temporary grade. If cash flow deteriorates further to become negative, then a substandard
grade should be given. If cash flow trends begin to improve then an upgrade back to Pass would be
justified. Nonfinancial reasons for rating a credit special mention include management problems, pending
litigation, an ineffective loan agreement or other material structure weakness.

(iii) A substandard loan has material weakness in the primary repayment source such as insufficient cash
flow from operations to service the debt. However, other weaknesses such as limited paying capacity of
the obligor or the collateral pledged could justify a substandard grade. Substandard loans must have a
well-defined weakness, or weaknesses that jeopardize the liquidation of the debt.

(iv) A loan classified as doubtful has all the weaknesses of a substandard loan with the added characteristic
that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions,
and values, highly questionable and improbable. A doubtful loan has a high probability of total or substantial
loss, but because of specific pending events that may strengthen the asset, its classification as loss is
deferred. Doubtful borrowers are usually in default, lack adequate liquidity or capital, and lack the resources
necessary to remain an operating entity. Because of high probability of loss, non-accrual status is required
on doubtful loans.
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Credit Quality Indicators — continued

(v) Loans classified as loss are considered uncollectible and of such little value that their continuance as
banking assets are not warranted. This classification does not mean that the asset has absolutely no
recovery or salvage value, but rather that it is not practical or desirable to defer writing off this basically
worthless asset even though partial recovery may be affected in the future. With loans classified as loss,
the underlying borrowers are often in bankruptcy, have formally suspended debt repayments, or have
otherwise ceased normal business operations. Once an asset is classified as loss, there is little prospect
of collecting either its principal or interest. When access to collateral, rather than the value of the collateral,
is a problem, a less severe classification may be appropriate. However, the Company does not maintain
an asset on the balance sheet if realizing its value would require long-term litigation or other lengthy
recovery efforts. Losses are to be recorded in the period an obligation becomes uncollectible.

The following tables summarize the Company’s internal ratings of its loans:
December 31, 2015

Special
Pass Mention Substandard Doubtful Loss Total
Real estate loans:
Non-farm non-residential
owner occupied $ 101,833,944 933,021 $ 1,120,673 $ - $ 103,887,638
Non-farm non-residential
non-owner occupied 36,673,858 - 1,290,006 - 37,963,864
Residential 26,573,369 - 1,476,950 - 28,050,319
Construction, development
& vacant 36,232,859 - - - 36,232,859
Farmland 2,456,268 2,456,268
Commercial & industrial 124,782,146 1,859,692 1,910,416 - 128,552,254
Consumer 4,904,467 - 4,904,467
Other 2,270,628 - - 2,270,628
$ 335,727,539 2,792,713  § 5,798,045 $ - - $ 344,318,297
December 31, 2014
Special
Pass Mention Substandard Doubtful Loss Total
Real estate loans:
Non-farm non-residential
owner occupied $ 75,188,246 8445592  $ 369,283 $ - $ 84,003,121
Non-farm non-residential
non-owner occupied 34,770,255 - - - 34,770,255
Residential 17,378,724 - 152,990 - 17,531,714
Construction, development
& vacant 31,442,701 - - - 31,442,701
Farmland 3,755,852 - - - 3,755,852
Commercial & industrial 102,085,002 1,895,403 1,644,822 - 105,625,227
Consumer 1,005,892 - - - 1,005,892
Other 1,244,163 - - - 1,244,163
$ 266,870,835 10,340,995 $ 2,167,095 $ = - $ 279,378,925
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Allowance for Loan Losses

The majority of the loan portfolio is comprised of loans to businesses and individuals in the Houston, Dallas,
Beaumont-Port Arthur metropolitan areas. This geographic concentration subjects the loan portfolio to the
general economic conditions within this area. The risks created by this concentration has been considered
by management in the determination of the adequacy of the allowance for loan losses. Management
believes the allowance for loan losses is adequate to cover estimated losses on loans at December 31,
2015 and 2014.

The following tables detail the activity in the allowance for loan losses by portfolio segment:

December 31, 2015

Beginning Provision for Ending
balance loan loss Charge-offs Recoveries balance
Real estate loans:
Non-farm non-residential
owner occupied $ 539,662 $ 200,033 $ -8 - $ 739,695
Non-farm non-residential
non-owner occupied 278,987 231,035 - - 510,022
Residential 69,297 34,361 - - 103,658
Construction, development & vacant 347,987 (213,790) - - 134,197
Farmland 11,268 (3,464) - - 7,804
Commercial & industrial 2,283,069 89,933 (141,408) 40,970 2,272,564
Consumer 12,875 (4,005) - - 8,870
Other 3,785 25,897 - - 29,682

$ 3,546,930 $ 360,000 $ (141,408) $ 40,970 $ 3,806,492

December 31, 2014

Beginning Provision for Ending
balance loan loss Charge-offs Recoveries balance
Real estate loans:
Non-farm non-residential
owner occupied $ 441383 $ 98,279 $ -9 - $ 539,662
Non-farm non-residential
non-owner occupied 231,085 47,902 - - 278,987
Residential 67,107 2,190 - - 69,297
Construction, development & vacant 204,517 143,470 - - 347,987
Farmland 7,824 3,444 - - 11,268
Commercial & industrial 1,582,232 1,560,369 (932,725) 73,193 2,283,069
Consumer 23,053 (5,178) (5,000) - 12,875
Other 11,121 (7,336) - - 3,785

$ 2568322 § 1,843,140 $§ (937,725 § 73,193 § 3,546,930
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Allowance for Loan Losses — continued

The following tables summarize the allocation of the allowance for loan losses, by portfolio segment, for
loans evaluated for impairment individually and collectively:

Real estate loans:
Non-farm non-residential owner occupied

Non-farm non-residential non-owner occupied

Residential
Construction, development & vacant
Farmland

Commercial & industrial

Consumer

Other

Real estate loans:
Non-farm non-residential owner occupied
Non-farm non-residential non-owner occupied
Residential
Construction, development & vacant
Farmland

Commercial & industrial

Consumer

Other

December 31, 2015

Period end amounts of ALLL
allocated to loans evaluated
for impairment:

Individually Collectively Total
$ - $ 739,695 $ 739,695
349,506 160,516 510,022
- 103,658 103,658
- 134,197 134,197
- 7,804 7,804
401,899 1,870,665 2,272,564
- 8,870 8,870
- 29,682 29,682
$ 751,405 $ 3,055,087 $ 3,806,492
December 31, 2014
Period end amounts of ALLL
allocated to loans evaluated
for impairment:
Individually Collectively Total
$ = $ 539,662 $ 539,662
- 278,987 278,987
- 69,297 69,297
- 347,987 347,987
- 11,268 11,268
1,265,520 1,017,549 2,283,069
- 12,875 12,875
- 3,785 3,785
$ 1265520 $ 2,281,410 $ 3,546,930
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THIRD COAST BANCSHARES, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements (continued)
December 31, 2015 and 2014

2. Loans and Allowance for Loan Losses — continued

Allowance for Loan Losses — continued

The Company’s recorded investment in loans related to the balance in the allowance for loan losses on the
basis of the Company’s impairment methodology is as follows:

December 31, 2015

Loans evaluated for

impairment:
Individually Collectively Total

Real estate loans:

Non-farm non-residential owner occupied $ 821,082 $ 103,066,556 $ 103,887,638

Non-farm non-residential non-owner occupied 1,290,006 36,673,858 37,963,864

Residential - 28,050,319 28,050,319

Construction, development & vacant - 36,232,859 36,232,859

Farmland - 2,456,268 2,456,268
Commercial & industrial 1,949,223 126,603,031 128,552,254
Consumer - 4,904,467 4,904,467
Other - 2,270,628 2,270,628

$ 4,060,311 $ 340,257,986 $ 344,318,297

December 31, 2014

Loans evaluated for

impairment:
Individually Collectively Total

Real estate loans:

Non-farm non-residential owner occupied $ 1,524 967 $ 82,478,154 $ 84,003,121

Non-farm non-residential non-owner occupied - 28,116,094 34,770,255

Residential - 18,644,517 17,531,714

Construction, development & vacant - 19,039,601 31,442,701

Farmland - 2,608,108 3,755,852
Commercial & industrial 2,836,025 102,789,202 105,625,227
Consumer - 1,773,334 1,005,892
Other - 1,687,618 1,244 163

$ 4,360,992 $ 257,136,628 $ 279,378,925

During the normal course of business, the Company may enter into transactions with significant
stockholders, directors and principal officers and their affiliates. It is the Company’s policy that all such
transactions are on substantially the same terms as those prevailing at the time for comparable transactions
with third parties. At December 31, 2015 and 2014, the aggregate amounts of such loans were $1,536,981
and $2,376,867, respectively. During the year ended December 31, 2015, loan originations totaled
$727,290 and repayments totaled $1,567,176. Related party unfunded commitments at
December 31, 2015 and 2014, were and $2,113,794 and $1,487,628, respectively.
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2. Loans and Allowance for Loan Losses — continued

Certain Acquired Loans

During 2015, the Company purchased certain loans from a third party with gross contractual balances of
$3,595,855 and estimated fair values of $3,608,449, resulting in a premium of $12,594. All loans acquired
in 2015 were classified as acquired performing loans. During 2014, the Company purchased certain loans
from a third party with gross contractual balances of $4,239,992 and estimated fair values of $4,257,189,
resulting in a premium of $17,197. All loans acquired in 2014 were classified as acquired performing loans.

During 2013 the Company purchased certain loans from a third party with gross contractual balances of
$8,207,194 and estimated fair values of $6,303,095, resulting in a discount of $1,904,099. Upon
acquisition, the acquired loans were initially segregated and classified in one of two categories: 1) PCl loans
and 2) acquired performing loans. At acquisition date, estimated fair values of PCI loans and acquired
performing loans were $3,215504 and $3,087,591, respectively. The gross contractual amounts
receivable for PCI loans and acquired performing loans were $4,502,097 and $3,705,097, respectively, as
of the acquisition date. The accretable discount is being accreted into income using the interest method
over the life of the loans, which have estimated remaining lives ranging from 0.50 to 10 years. At
December 31, 2015 and 2014, unaccreted discounts on loans totaled $737,393 and $1,038,986,
respectively, and were included in net loans in the accompanying consolidated balance sheet.

The following table presents the gross contractual amounts receivable balances, by portfolio segment, and
the carrying amount of PCI loans:

December 31,

2015 2014

Real estate loans:

Non-farm non-residential owner occupied $ 718,024 $ 738,604

Non-farm non-residential non-owner occupied - -

Residential 2,140,391 2,711,150

Construction, development & vacant - -

Farmland - -
Commercial & industrial - =
Consumer - -
Other - -
Total outstanding balances $ 2,858,415 $ 3,449,754
Carrying amount $ 2,228,907 $ 2,632,747

There was no allowance for loan losses related to the purchased credit impaired loans disclosed above, at
December 31, 2015 and 2014.

Determining the fair value of PCl loans at acquisition required the Company to estimate cash flows expected
to result from those loans and to discount those cash flows at appropriate rates of interest. For such loans,
the excess of cash flows expected to be collected at acquisition over the estimated fair value is recognized
as interest income over the remaining lives of the loans and is called the accretable yield. The difference
between contractually required payments at acquisition and the cash flows expected to be collected at
acquisition reflects the impact of estimated credit losses and is called the nonaccretable difference. In
accordance with GAAP, there was no carry-over of previously established allowance for credit losses from
the acquired company.
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2. Loans and Allowance for Loan Losses — continued

Certain Acquired Loans — continued

In conjunction with the acquisition of loans on November 20, 2013, the PCI loan portfolio was accounted
for at fair value as follows:

Contractual principal and interest at acquisition $ 4,502,097
Nonaccretable difference 604,794
Cash flows expected to be collected at acquisition date 3,897,303
Accretable discount 681,799
Fair value of PCl loans at acquisition 3 3,215,504

Accretable yield, or income expected to be collected on PCI loans was as follows:

Year Ended December 31,

2015 2014
Balance at beginning of year $ 372,218 $ 681,799
New loans purchased - -
Accretion of income (89,038) (210,985)
Reclassifications from non-accretable difference - -
Disposals (90,918) (98,596)
Balance at end of year $ 192,262 $ 372,218

3. Premises and Equipment
Premises and equipment in the accompanying consolidated balance sheet consisted of the following:

December 31,

2015 2014

Equipment $ 1,752,506 $ 1,317,461
Leasehold improvements 903,839 708,494
Furniture and fixtures 812,443 629,444
Construction in process 7,117 33,990
3,475,905 2,689,389

Accumulated depreciation (2,092,762) (1,700,450)
$ 1,383,143 $ 988,939

Depreciation expense amounted to $392,312 and $360,858 during the years ended December 31, 2015
and 2014, respectively.
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4. Deposits
Deposits in the accompanying consolidated balance sheet consisted of the following:

December 31,

2015 2014

Transaction accounts:
Noninterest bearing demand accounts $ 59,920,912 $ 56,249,948
Interest bearing demand accounts 169,386,256 167,216,040
Savings 23,315,470 1,668,038
Total transaction accounts 252,622,638 225,134,026
Time deposits 115,496,351 90,623,759
Total deposits $ 368,118,989 $ 315,757,785

The aggregate amount of time deposits in denominations of $250,000 or more totaled $35,838,776 and
$24,788,631 at December 31, 2015 and 2014, respectively.

Scheduled maturities of time deposits at December 31, 2015 are as follows:

2016 $ 68,437,842
2017 46,535,741
2018 228,476
2019 264,034
2020 30,258

$ 115,496,351

At December 31, 2015 and 2014, the aggregate amount of demand deposit overdrafts that have been
reclassified as loans were $9,581 and $4,431, respectively.

Deposits received from related parties at December 31, 2015 and 2014, totaled approximately $14,020,000
and $10,340,000, respectively.

5. Income Taxes

The provision for income taxes consisted of the following:

Year Ended December 31,

2015 2014
Current income tax expense $ 704,416 $ 124,548
Deferred income tax benefit (746,394) (124,548)
Income tax benefit as reported $ (41,978)  $ -
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5. Income Taxes — continued

A reconciliation of reported income tax expense to the amount computed by the Company’s statutory
income tax rate of 34% to income or loss before income taxes is presented below:

Year Ended December 31,

2015 2014
Income tax expense computed at the statutory rate $ 759,795 $ 778,753
Changes in valuation allowance (722,025) (807,249)
Stock-based compensation 8,435 55,894
Bank-owned life insurance (50,549) (52,037)
Other, net (37,634) 24,639
Income tax benefit as reported $ (41,978) § -

A summary of deferred taxes is presented below:

December 31,

2015 2014
Deferred tax assets:
Allowance for loan losses $ 841,259 $ 774,375
Organizational and start-up costs 129,250 147,497
Accrued expenses 167,037 138,531
Other 122,776 57,430
Total deferred tax assets 1,260,322 1,117,833
Deferred tax liabilities:
Premises and equipment 331,380 191,353
Prepaid expenses and other 58,000 79,907
Total deferred tax liabilities 389,380 271,260
Net deferred tax asset before valuation allowance 870,942 846,573
Valuation allowance - (722,025)
Net deferred tax asset $ 870,942 $ 124,548

Current authoritative accounting guidance prescribes a recognition threshold and a measurement attribute
for the financial statement recognition and measurement of a tax position taken or expected to be taken in
a tax return. Benefits from tax positions should be recognized in the consolidated financial statements only
when it is more likely than not that the tax position will be sustained upon examination by the appropriate
taxing authority that would have full knowledge of all relevant information. A tax position that meets the
more-likely-than-not recognition threshold is measured at the largest amount of cumulative benefit that is
greater than fifty percent likely of being realized upon ultimate settlement. Tax positions that previously
failed to meet the more-likely-than-not recognition threshold should be recognized in the first subsequent
financial reporting period in which that threshold is met. Previously recognized tax positions that no longer
meet the more-likely-than-not recognition threshold should be derecognized in the first subsequent financial
reporting period in which that threshold is no longer met. Current authoritative accounting guidance also
provides guidance on the accounting for and disclosure of unrecognized tax benefits, interest and penalties.
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6. Note Payable

On December 17, 2015, the Company entered into a promissory note agreement with an unrelated third
party in the amount of $10,000,000. Interest is payable quarterly at Wall Street Journal prime, plus 0.75%
or 4.25% as of December 31, 2015. All unpaid principal and interest is due at maturity, December 17, 2026.
The note is secured by all of the outstanding stock of the Bank. Proceeds from the promissory note were
used to payoff preferred stock with SBLF, as detailed in Note 13, which was paid in full in January 2016.
At December 31, 2015, there was an outstanding balance of $2,000,000.

7. Stock Options and Warrants

In 2008 upon shareholder approval, the Bank adopted the 2008 Stock Option Plan. In 2013 upon formation
of Third Coast Bancshares, Inc., the Company adopted the 2013 Stock Option Plan (the “2013 Stock Plan”).
All outstanding options from the 2008 Stock Option Plan were grandfathered into the 2013 Stock Plan. The
2013 Stock Plan permits the grant of stock options for up to 500,000 shares of common stock from time to
time during the term of the plan, subject to adjustment upon changes in capitalization. Under the 2013
Stock Plan, the Bank may grant either incentive stock options or nonqualified stock options to eligible
directors, executive officers, key employees and non-employee shareholders of the Bank. Options are
generally granted with an exercise price equal to the market price of the Bank’s stock at the date of the
grant. Option awards generally vest based on 5 years of continuous service and have 10-year contractual
terms for non-controlling participants as defined by the Stock Plan. Other grant terms can vary for
controlling participants as defined by the Stock Plan.

During 2015, the Company granted stock options to certain directors, executive officers and other key
employees of the Company. These stock options were granted with an exercise price of $11, vest ratably
over 5 years and have a 10 year contractual term.

The fair value of each option award is estimated on the grant date using the Black-Scholes option-pricing
model with the following assumptions used for the 2015 options granted: risk-free interest rate ranging from
1.69% to 2.15%, dividend yield of 0.00%; estimated volatility of 10.00%, and expected lives of options of
10 years.

During 2014 stock options granted to certain individuals were modified thereby extending the expiration
date 10 years from the modification date and increasing the exercise price from $10 to $11. As a result of
the modifications, incremental costs of approximately $111,000 were recorded and included in 2014
earnings. Total stock-based compensation costs related to stock options granted and modified that has
been included in current earnings was $24,808 and $164,394 for the years ended December 31, 2015 and
2014. As of December 31, 2015, there was approximately $85,000 of unrecognized compensation costs
related to non-vested stock options that is expected to be recognized over the remaining vesting periods.
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7. Stock Options and Warrants — continued
A summary of stock option activity is presented below:

December 31,

2015 2014
Weighted-  Weighted- Weighted-  Weighted-
Shares Average Average Shares Average Average
Underlying Exercise  Contractual Underlying Exercise Contractual
Options Price Term Options Price Term
Outstanding at beginning of year 231,800 $ 10.87 8.78 198550 $ 10.17 5.51
Granted during the year 31,500 11.00 10.00 37,250 11.00 10.00
Forfeited during the year (8,250) 11.00 7.62 (4,000) 11.00 7.02
Exercised during the year - - - - - -
Outstanding at the end of year 255,050 $ 10.88 8.02 231,800 $ 1087 8.78
Options exercisable at end of year 191,150 §$ - 7.85 180,100 $ - 8.86
Weighted-average grant date fair
value of options granted
during the year $ 2.01 $ 1.18

A summary of the activity in the Company’s nonvested shares is as follows:

December 31,

2015 2014

Weighted Weighted

Average Average
Grant Date Grant Date

Shares Fair Value Shares Fair Value
Nonvested at January 1, 51,700 $ 1.15 50,130 $ 1.74
Granted during the year 31,500 2.01 37,250 1.18
Vested during the year (12,250) 1.35 (32,380) 1.98
Forfeited during the year (7,050) 0.74 (3,300) 1.08
Nonvested at December 31, 63,900 $ 1.61 51,700 $ 1.15

As consideration for the financial risks undertaken by certain organizers of the Company, the Company has
outstanding stock warrants that are initially exercisable to purchase one share of common stock for each
warrant held.
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7. Stock Options and Warrants — continued
A summary of the Company’s stock warrant activity is presented below:

December 31,

2015 2014
Weighted- Weighted-
Shares Average Shares Average
Underlying Exercise Underlying Exercise
Warrants Price Warrants Price
Outstanding at beginning of period 121,500 $ 10.06 120,500 $ 10.05
Granted - - 1,000 11.00
Exercised - - - -
Expired or forfeited - - - -
Outstanding at end of period 121,500 $ 10.06 121,500 $ 10.06
Exercisable at end of period 121,500 $ 10.06 121,500 $ 10.06

The weighted average remaining contractual life of stock warrants outstanding at December 31, 2015, was
2.44 years.

8. Commitments and Contingencies

The Company has non-cancelable operating leases for each branch office facility as well as a branch office
in Dallas, Texas. Rent expense for 2015 and 2014 was approximately $697,000 and $617,000,
respectively. The five operating leases have various commencement dates and original terms varying from
sixty months to one hundred twenty-three months.

Future minimum rental payments under non-cancellable operating leases with initial or remaining terms in
excess of one year for each year through 2020 and thereafter are as follows:

2016 $ 654,907
2017 371,334
2018 350,213
2019 276,009
2020 248,153
Thereafter 195,978

$ 2,096,594

9. Financial Instruments With Off-Balance Sheet Risk

The Company is a party to financial instruments with off-balance sheet risk in the normal course of business
to meet the financing needs of its customers. These financial instruments include commitments to extend
credit and standby letters of credit. Those instruments involve, to varying degrees, elements of credit and
interest rate risk in excess of the amount recognized in the balance sheet.
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9. Financial Instruments With Off-Balance Sheet Risk — continued

The Company’s exposure to credit loss in the event of nonperformance by the other party to the financial
instrument for unfunded lines of credit, commitments to extend credit and standby letters of credit is
represented by the contractual notional amount of these instruments. The Company generally uses the
same credit policies in making commitments and conditional obligations as it does for on-balance sheet
instruments.

The following financial instruments were outstanding whose contract amounts represent credit risk:

December 31,

2015 2014
Commitments to extend credit $ 102,016,616 $ 89,405,221
Standby letters of credit 527,300 247 511
Total $ 102,543,916 $ 89,652,732

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

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

Although the maximum exposure to loss is the amount of such commitments, management currently
anticipates no material losses from such activities.

10. Fair Value Measurements

The authoritative guidance for fair value measurements defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants.
A fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in
the principal market for the asset or liability or, in the absence of a principal market, the most advantageous
market for the asset or liability. The price in the principal (or most advantageous) market used to measure
the fair value of the asset or liability shall not be adjusted for transaction costs. An orderly transaction is a
transaction that assumes exposure to the market for a period prior to the measurement date to allow for
marketing activities that are usual and customary for transactions involving such assets and liabilities; it is
not a forced transaction. Market participants are buyers and sellers in the principal market that are (i)
independent, (ii) knowledgeable, (iii) able to transact and (iv) willing to transact.
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10. Fair Value Measurements — continued

The authoritative guidance requires the use of valuation techniques that are consistent with the market
approach, the income approach and/or the cost approach. The market approach uses prices and other
relevant information generated by market transactions involving identical or comparable assets and
liabilities. The income approach uses valuation techniques to convert future amounts, such as cash flows
or earnings, to a single present amount on a discounted basis. The cost approach is based on the amount
that currently would be required to replace the service capacity of an asset (replacement costs). Valuation
techniques should be consistently applied. Inputs to valuation techniques refer to the assumptions that
market participants would use in pricing the asset or liability. Inputs may be observable, meaning those
that reflect the assumptions market participants would use in pricing the asset or liability developed based
on market data obtained from independent sources, or unobservable, meaning those that reflect the
reporting entity’'s own assumptions about the assumptions market participants would use in pricing the
asset or liability developed based on the best information available in the circumstances. In that regard,
the authoritative guidance establishes a fair value hierarchy for valuation inputs that gives the highest
priority to quoted prices in active markets for identical assets or liabilities and the lowest priority to
unobservable inputs. The fair value hierarchy is as follows:

e Level 1 Inputs — Unadjusted quoted prices in active markets for identical assets or liabilities
that the reporting entity has the ability to access at the measurement date.

o Level 2 Inputs — Inputs other than quoted prices included in level 1 that are observable for the
asset and liability, either directly or indirectly. These include quoted prices for similar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets
that are not active, inputs other than quoted prices that are observable for the asset or liability
(for example, interest rates, volatilities, prepayment speeds, loss severities, credit risks and
default rates) or inputs that are derived principally from or corroborated by observable market
data by correlation or other means. Level 2 investments consist primarily of obligations of U.S.
government sponsored enterprises and agencies, obligations of state and municipal
subdivisions, corporate bonds and mortgage backed securities.

e Level 3 Inputs — Significant unobservable inputs that reflect an entity’s own assumptions that
market participants would use in pricing the assets or liabilities. A description of the valuation
methodologies used for instruments measured at fair value, as well as the general classification
of such instruments pursuant to the valuation hierarchy, is set forth below.

In general, fair value is based upon quoted market prices, where available. If such quoted market prices
are not available, fair value is based upon internally developed models that primarily use, as inputs,
observable market-based parameters. Valuation adjustments may be made to ensure that financial
instruments are recorded at fair value. While management believes the Company’s valuation
methodologies are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could result in a
different estimate of fair value at the reporting date.

At December 31, 2015 and 2014, there were no financial assets or financial liabilities that were measured
at fair value on a recurring basis.

Certain financial assets and financial liabilities are measured at fair value on a nonrecurring basis, that is,
the instruments are not measured at fair value on an ongoing basis but are subject to fair value adjustments
in certain circumstances (for example, when there is evidence of impairment). Financial assets and
financial liabilities measured at fair value on a non-recurring basis include the following at December 31,
2015 and 2014:
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10. Fair Value Measurements — continued

Impaired loans. Impaired loans are reported at the estimated fair value of the underlying collateral.
Collateral values are estimated using Level 2 inputs based on observable market data or independent
appraisals using Level 3 inputs. At December 31, 2015, impaired loans with carrying values of $4,060,311
were reduced by specific valuation allowances totaling $751,405 resulting in a net fair value of $3,308,906
based on Level 3 inputs. At December 31, 2014, impaired loans with carrying values of $4,360,992 were
reduced by specific valuation allowances totaling $1,265,520 resulting in a net fair value of $3,095,472,
based on Level 3 inputs.

Non-financial assets measured at fair value on a non-recurring basis during the years ended December 31,
2015 and 2014, include certain foreclosed assets which, upon initial recognition, were remeasured and
reported at fair value through a charge-off to the allowance for loan losses and certain foreclosed assets
which, subsequent to their initial recognition, were remeasured at fair value through a write-down included
in current earnings. The fair value of a foreclosed asset is estimated using Level 2 inputs based on
observable market data or Level 3 inputs based on customized discounting criteria. The following table
presents foreclosed assets that were remeasured and recorded at fair value:

December 31,
2015 2014

Foreclosed assets remeasured at initial recognition:

Carrying value of foreclosed assets prior to remeasurement $ - $ 350,000
Charge-offs recognized in the allowance for loan losses - -

Fair value of foreclosed assets remeasured at initial recognition $ - $ 350,000

Foreclosed assets remeasured subsequent to initial recognition:
Carrying value of foreclosed assets prior to remeasurement $ - $ 657,475
Writedowns included in other non-interest expense - (391,275)

Fair value of foreclosed assets remeasured subsequent to initial
recognition $ - 3 266,200

The Company is required under current authoritative guidance to disclose the estimated fair value of its
financial instrument assets and liabilities including those subject to the requirements discussed above.

For the Company, as for most financial institutions, substantially all of its assets and liabilities are
considered financial instruments as defined. Many of the Company’s financial instruments, however, lack
an available trading market as characterized by a willing buyer and willing seller engaging in an exchange
transaction.

The estimated fair value amounts of financial instruments have been determined by the Company using
available market information and appropriate valuation methodologies. However, considerable judgment
is required to interpret data to develop the estimates of fair value. Accordingly, the estimates presented
herein are not necessarily indicative of the amounts the Company could realize in a current market
exchange. The use of different market assumptions and/or estimation methodologies may have a material
effect on the estimated fair value amounts. In addition, reasonable comparability between financial
institutions may not be likely due to the wide range of permitted valuation techniques and numerous
estimates that must be made given the absence of active secondary markets for many of the financial
instruments. This lack of uniform valuation methodologies also introduces a greater degree of subjectivity
to these estimated fair values.
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10. Fair Value Measurements — continued

Financial instruments with stated maturities have been valued using a present value discounted cash flow
with a discount rate approximating current market rates for similar assets and liabilities. Financial
instruments assets with variable rates and financial instrument liabilities with no stated maturities have an
estimated fair value equal to both the amount payable on demand and the carrying value.

The carrying value and the estimated fair value of the Company’s contractual off-balance sheet unfunded
lines of credit, loan commitments and letters of credit, which are generally priced at market at the time of
funding, are not material.

The estimated fair values and carrying values of all financial instruments under current authoritative

guidance, segregated by the level of the valuation inputs within the fair value hierarchy utilized to measure
fair value are as follows:

December 31,

2015 2014
Carrying Estimated Carrying Estimated
Value Fair Value Value Fair Value
Financial assets
Level 2 inputs:
Cash and cash equivalents $ 50,206,271 $ 50,206,271 $ 63,152,050 $ 63,152,050
Interest bearing time deposits in other banks 3,078,154 3,078,154 3,817,091 3,817,091
Loans held for sale - - 283,916 283,916
Federal Home Loan Bank stock 3,421,100 3,421,100 114,800 114,800
Accrued interest receivable 1,108,752 1,108,752 816,880 816,880
Bank-owned life insurance 5,856,282 5,856,282 5,707,608 5,707,608
Level 3 inputs:
Loans, net 340,511,805 340,628,953 275,831,995 275,380,061
Financial liabilities
Level 2 inputs:
Deposits 368,118,989 368,506,294 315,747,785 316,196,095
Accrued interest payable 512,132 512,132 351,193 351,193
Note payable 2,000,000 2,000,000 - -

11. Significant Group Concentrations of Credit Risk

All of the Company’s business activity is with customers primarily located within Texas. Such customers
are normally also depositors of the Company.

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

At December 31, 2015 and 2014, the Company had federal funds sold aggregating $2,448,619 and

$24,204,639, respectively, which represents concentrations of credit risk. The Company had uninsured
deposits of $40,000,766 and $22,713,241 as of December 31, 2015 and 2014, respectively.
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12. Employee Benefit Plans

Defined Contribution Plan

In 2009 the Company adopted the Third Coast Bank, SSB 401(k) Plan (the “Plan”) covering substantially
all employees. Employees may elect to defer a percentage of their compensation subject to certain limits
based on federal tax laws. The Company may make a discretionary match of employees’ contributions
based on a percentage of salary contributed by participants. For the years ended December 31, 2015 and
2014, Company contributions to the Plan amounted to approximately $208,000 and $134,000, respectively,
and are included in Salaries and Employee Benefits in the accompanying consolidated statement of income
and comprehensive income.

13. Stockholders’ Equity and Regulatory Matters

Small Business Lending Fund “SBLF”

On August 9, 2011, the Bank entered into a Securities Purchase Agreement with the Secretary of the
Treasury. The Bank issued 8,673 shares of its Senior Non-Cumulative Perpetual Preferred Stock, Series
A, having a liquidation preference of $1,000 per share (the “preferred stock”), for a purchase price of
$8,673,000. The issuance was pursuant to the Treasury's Small Business Lending Fund program, a $30
billion fund established under the Small Business Jobs Act of 2010, which encourages lending to small
businesses by providing capital to qualified community banks with assets of less than $10 billion. As a
result of the formation of Bancshares in 2013, the preferred stock of the Bank was exchanged for preferred
stock of Bancshares.

The preferred stock qualifies as Tier 1 capital and pays non-cumulative dividends. The dividend rate as of
December 31, 2015, is 1% and will remain fixed at this rate through the first quarter of 2016. Thereafter,
the dividend rate is 9%.

The terms of the preferred stock impose limits on the Company’s ability to pay dividends on and repurchase
shares of its common stock and other securities. The Company may only declare and pay dividends on its
common stock if it has declared and paid dividends for the current dividend period on the preferred stock,
and may be subject to other restrictions on its ability to repurchase or redeem other securities. In addition,
if (i) the Company has not timely declared and paid dividends on the Series A preferred stock for six dividend
periods or more, whether or not consecutive, and (ii) shares of Series A preferred stock with an aggregate
liquidation preference of at least $25,000,000 are outstanding, the Treasury (or any successor holder of
preferred stock) may designate two additional directors to be elected to the Company’s Board of Directors.

In January 2016, the Company paid off the SBLF balance in full using proceeds from the note payable
discussed in Note 6 and funds received from the private placement offering discussed in Note 14.

Requlatory Matters

The Bank is subject to various regulatory capital requirements administered by the federal banking
agencies. Failure to meet minimum capital requirements can initiate certain mandatory (and possibly
additional discretionary) actions by regulators that, if undertaken, could have a direct material effect on the
Company’s consolidated financial statements. Under capital adequacy guidelines and the regulatory
framework for prompt corrective action, the Bank must meet specific capital guidelines that involve
quantitative measures of the Bank’s assets, liabilities, and certain off-balance sheet items as calculated
under regulatory accounting practices. The Bank’s capital amounts and classification are also subject to
qualitative judgments by the regulators about components, risk weightings and other factors.
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13. Stockholders’ Equity and Regulatory Matters — continued

Regulatory Matters — continued

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain
minimum amounts and ratios (set forth in the table below) of total and Tier | capital (as defined in the
regulations) to risk-weighted assets (as defined), and of Tier | capital (as defined) to average assets
(as defined). Management believes, as of December 31, 2015 and 2014, the Bank meets all capital
adequacy requirements to which it is subject.

Financial institutions are categorized as well capitalized or adequately capitalized, based on minimum total
risk-based, Tier | risk-based and Tier | leverage ratios as set forth in the tables below. As shown below,
the Bank's capital ratios exceed the regulatory definition of well capitalized as of December 31, 2015 and
2014. Based upon the information in its most recently filed call report, the Bank continues to meet the
capital ratios necessary to be well capitalized under the regulatory framework for prompt corrective action.

In July 2013, the Federal Reserve published final rules for the adoption of the Basel Il regulatory capital
framework (the “Basel Ill Capital Rules”). The Basel lll Capital Rules, among other things, (i) introduce a
new capital measure called “Common Equity Tier 17, (ii) specify that Tier 1 capital consist of Common Equity
Tier 1 and “Additional Tier 1 Capital” instruments meeting specified requirements, (i) define Common
Equity Tier 1 narrowly by requiring that most deductions/adjustments to regulatory capital measures be
made to Common Equity Tier 1 and not to the other components of capital and (iv) expand the scope of the
deductions/adjustments as compared to existing regulations. The Basel Il Capital Rules became effective
for the Company on January 1, 2015 with certain transition provisions fully phased in on January 1,
2019. Based on management’s initial assessment of the Basel Ill Capital Rules, management does not
believe it will have a material impact on the Company or the Bank. Management believes the Company
will meet the capital adequacy requirements under the Basel Ill Capital Rules on a fully phased-in basis,
which commenced in 2015.

There are no conditions or events since December 31, 2015 that management believes have changed the
Bank’s category.

A comparison of the Bank’s actual capital amounts and ratios to required capital amounts and ratios are
presented in the following table (dollars in thousands):

To Be Well Capitalized

Under Prompt
For Capital Adequacy Corrective Action
Actual Purposes Provisions
Amount  Ratio Amount Ratio Amount Ratio
As of December 31, 2015:
Total capital (to risk weighted assets) $ 42616 124% =2 $ 27,458 2 8.0% =2 $ 34,322 2= 10.0%
Tier | capital (to risk weighted assets) $ 38810 11.3% 2 $ 13,729 2 4.0% =2 $ 20,593 2 6.0%
Tier | capital (to average assets) $ 38,810 9.4% 2 $ 16,511 2 40% =2 % 20639 2= 5.0%
Common equity tier 1 (to risk weighted
assets $ 38810 11.3% = §$ 15445 2 45% =2 $ 22309 2 6.5%
As of December 31, 2014:
Total capital (to risk weighted assets) $ 34567 117% =2 $ 23623 =2 80% =2 $ 29529 = 10.0%
Tier | capital (to risk weighted assets) $ 31,020 105% =2 $ 11811 =2 40% = $ 17,717 = 6.0%
Tier | capital (to average assets) $ 31,020 93% = $ 13,281 > 40% =2 $ 16602 = 50%
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14. Subsequent events
In January 2016, the Company sold 442,307 shares of common stock via a private placement offering
which resulted in proceeds of $5,749,991. The proceeds along with funds from the note payable discussed

in Note 6, the Company redeemed all preferred stock held by the SBLF discussed in Note 13. The preferred
shares were redeemed for a redemption price, including accrued but unpaid dividends, of $8,681,914.
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