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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

☒QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended September 30, 2015

OR

◻TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from                      to

Commission File Number: 001-35654

NATIONAL BANK HOLDINGS CORPORATION

(Exact name of registrant as specified in its charter)

Delaware 27-0563799
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

7800 East Orchard, Suite 300, Greenwood Village, Colorado 80111

(Address of principal executive offices) (Zip Code)

Registrant’s telephone, including area code: (720) 529-3336

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

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definitions of “accelerated filer.” and “large accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer ☒ Accelerated filer ◻
Non-accelerated filer ◻  (do not check if a smaller reporting company) Smaller Reporting Company ◻

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ◻    No  ☒

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date.

As of November 9, 2015, the registrant had outstanding 30,327,598  shares of Class A voting common stock, each
with $0.01 par value per share, excluding 1,007,432 shares of restricted Class A common stock issued but not yet
vested.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, notwithstanding that such statements are not specifically identified. Any statements about our expectations,
beliefs, plans, predictions, forecasts, objectives, assumptions or future events or performance are not historical facts
and may be forward-looking. These statements are often, but not always, made through the use of words or phrases
such as “anticipate,” “believe,” “can,” “would,” “should,” “could,” “may,” “predict,” “seek,” “potential,” “will,” “estimate,” “target,” “plan,” “project,”
“continuing,” “ongoing,” “expect,” “intend” and similar words or phrases. These statements are only predictions and involve
estimates, known and unknown risks, assumptions and uncertainties. We have based these statements largely on our
current expectations and projections about future events and financial trends that we believe may affect our financial
condition, liquidity, results of operations, business strategy and growth prospects.

Forward-looking statements involve certain important risks, uncertainties and other factors, any of which could cause
actual results to differ materially from those in such statements and, therefore, you are cautioned not to place undue
reliance on such statements. Factors that could cause actual results to differ from those discussed in the
forward-looking statements include, but are not limited to:

· our ability to execute our business strategy, as well as changes in our business strategy or development plans;
· business and economic conditions generally and in the financial services industry;
· economic, market, operational, liquidity, credit and interest rate risks associated with our business;
· effects of any changes in trade, monetary and fiscal policies and laws, including the interest rate policies of the

Federal Reserve Board;
· changes imposed by regulatory agencies to increase our capital to a level greater than the current level required for

well-capitalized financial institutions (including the impact of the joint final rules promulgated by the Federal
Reserve Board, Office of the Comptroller of the Currency and the FDIC revising certain regulatory capital
requirements to align with the Basel III capital standards and meet certain requirements of the Dodd-Frank Wall
Street Reform and Consumer Protection Act);

· effects of inflation, as well as, interest rate, securities market and monetary supply fluctuations;
· changes in the economy or supply-demand imbalances affecting local real estate values;
· changes in consumer spending, borrowings and savings habits;
· our ability to identify potential candidates for, obtain regulatory approval for, and consummate, acquisitions of

financial institutions on attractive terms, or at all;
· our ability to integrate acquisitions and to achieve synergies, operating efficiencies and/or other expected benefits

within expected time-frames, or at all, or within expected cost projections, and to preserve the goodwill of acquired
financial institutions;

· our ability to successfully convert core operating systems, at the estimated cost, without significant business
interruption and to realize the anticipated benefits;
· our ability to achieve organic loan and deposit growth and the composition of such

growth;
· changes in sources and uses of funds, including loans, deposits and borrowings;
· increased competition in the financial services industry, nationally, regionally or locally, resulting in, among other

things, lower returns;
·
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the effect of changes in accounting policies and practices, as may be adopted by the regulatory agencies, as well as
the Public Company Accounting Oversight Board, the Financial Accounting Standards Board and other accounting
standard setters;

· the trading price of shares of the Company's stock;
· our ability to realize deferred tax assets or the need for a valuation allowance;
· continued consolidation in the financial services industry;
· our ability to maintain or increase market share and control expenses;
· costs and effects of changes in laws and regulations and of other legal and regulatory developments, including, but

not limited to, changes in regulation that affect the fees that we charge, the resolution of legal proceedings or
regulatory or other governmental inquiries, and the results of regulatory examinations, reviews or other inquiries;

· technological changes;
· the timely development and acceptance of new products and services and perceived overall value of these products

and services by our clients;
· changes in our management personnel and our continued ability to hire and retain qualified personnel;
· ability to implement and/or improve operational management and other internal risk controls and processes and our

reporting system and procedures;
· regulatory limitations on dividends from our bank subsidiary;

1
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· changes in estimates of future loan reserve requirements based upon the periodic review thereof under relevant
regulatory and accounting requirements;

· widespread natural and other disasters, dislocations, political instability, acts of war or terrorist activities,
cyberattacks or international hostilities through impacts on the economy and financial markets generally or on us or
our counterparties specifically;

· impact of reputational risk on such matters as business generation and retention;
· other risks and uncertainties listed from time to time in the Company’s reports and documents filed with the

Securities and Exchange Commission; and
· our success at managing the risks involved in the foregoing items.

Any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to
update any forward-looking statement to reflect events or circumstances after the date on which the statement is made
or to reflect the occurrence of unanticipated events or circumstances, except as required by applicable law.

2
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PART I: FINANCIAL INFORMATION

Item 1: FINANCIAL STATEMENTS

NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

Consolidated Statements of Financial Condition (Unaudited)

(In thousands, except share and per share data)

September 30, 2015 December 31, 2014
ASSETS
Cash and due from banks $ 58,859 $ 61,461
Due from banks 84,204 185,463
Interest bearing bank deposits 10,093 10,055
Cash and cash equivalents 153,156 256,979
Securities purchased under agreements to resell 50,000  —
Investment securities available-for-sale (at fair value) 1,244,267 1,479,214
Investment securities held-to-maturity (fair value of $450,148 and
$534,637 at September 30, 2015 and December 31, 2014, respectively) 445,069 530,590
Non-marketable securities 27,049 27,045
Loans (including covered loans of $155,056 and $193,697 at
September 30, 2015 and December 31, 2014, respectively) 2,523,128 2,162,409
Allowance for loan losses (23,827) (17,613)
Loans, net 2,499,301 2,144,796
Loans held for sale 11,246 5,146
Federal Deposit Insurance Corporation (“FDIC”) indemnification asset,
net 18,155 39,082
Other real estate owned 19,034 29,120
Premises and equipment, net 104,452 106,341
Goodwill 59,630 59,630
Intangible assets, net 13,799 16,883
Other assets 142,891 124,820
Total assets $ 4,788,049 $ 4,819,646
LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities:
Deposits:
Non-interest bearing demand deposits $ 820,269 $ 732,580
Interest bearing demand deposits 408,341 386,121
Savings and money market 1,390,054 1,290,436
Time deposits 1,255,973 1,357,051
Total deposits 3,874,637 3,766,188
Securities sold under agreements to repurchase 169,488 133,552
Federal Home Loan Bank advances 40,000 40,000
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Due to FDIC 38,712 42,011
Other liabilities 44,019 43,320
Total liabilities 4,166,856 4,025,071
Shareholders’ equity:
Common stock, par value $0.01 per share: 400,000,000 shares
authorized; 52,380,124 and 52,223,460 shares issued; 30,318,684 and
38,884,953 shares outstanding at September 30, 2015 and
December 31, 2014, respectively 513 512
Additional paid in capital 995,440 993,212
Retained earnings 36,778 40,528
Treasury stock of 21,104,160 and 12,383,109 shares at
September 30, 2015 and December 31, 2014, respectively, at cost (420,274) (245,516)
Accumulated other comprehensive income, net of tax 8,736 5,839
Total shareholders’ equity 621,193 794,575
Total liabilities and shareholders’ equity $ 4,788,049 $ 4,819,646

See accompanying notes to the unaudited consolidated interim financial statements.
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

Consolidated Statements of Operations (Unaudited)

(In thousands, except share and per share data)

For the three months ended For the nine months ended
September 30, September 30, 
2015 2014 2015 2014

Interest and dividend income:
Interest and fees on loans $ 32,650 $ 33,403 $ 96,797 $ 99,704
Interest and dividends on investment securities 9,144 11,749 29,480 37,523
Dividends on non-marketable securities 319 245 963 904
Interest on interest-bearing bank deposits 198 95 675 251
Total interest and dividend income 42,311 45,492 127,915 138,382
Interest expense:
Interest on deposits 3,424 3,563 10,274 10,625
Interest on borrowings 205 34 625 92
Total interest expense 3,629 3,597 10,899 10,717
Net interest income before provision for loan
losses 38,682 41,895 117,016 127,665
Provision for loan losses 3,710 1,515 7,021 4,944
Net interest income after provision for loan
losses 34,972 40,380 109,995 122,721
Non-interest income:
FDIC indemnification asset amortization (5,798) (6,252) (20,751) (19,819)
FDIC loss sharing income (expense) (3) (943) 325 (2,549)
Service charges 3,953 4,148 10,977 11,558
Bank card fees 2,808 2,615 8,057 7,548
Gain on sales of mortgages, net 628 264 1,574 674
Bank-owned life insurance income 421  — 1,217  —
Other non-interest income 475 836 2,568 2,557
Bargain purchase gain 1,048  — 1,048  —
Gain on previously charged-off acquired loans 46 147 143 675
OREO related write-ups and other income 183 799 871 2,777
Total non-interest income 3,761 1,614 6,029 3,421
Non-interest expense:
Salaries and benefits 20,454 21,058 61,687 62,260
Occupancy and equipment 6,098 6,155 18,256 18,838
Telecommunications and data processing 2,933 2,848 8,573 8,978
Marketing and business development 1,016 757 3,277 3,542
FDIC deposit insurance 1,031 1,029 3,104 3,109
ATM/debit card expenses 924 799 2,470 2,312
Professional fees 924 854 3,006 2,180

Edgar Filing: National Bank Holdings Corp - Form 10-Q

11



Other non-interest expense 2,831 2,540 7,566 7,698
Other real estate owned expenses 468 594 456 3,629
Problem loan expenses 1,115 1,267 2,637 3,034
Intangible asset amortization 1,359 1,336 4,031 4,008
Gain from the change in fair value of warrant
liability (476) (1,256) (358) (2,734)
Banking center closure related expenses  —  — 1,089  —
Total non-interest expense 38,677 37,981 115,794 116,854
Income before income taxes 56 4,013 230 9,288
Income tax (benefit) expense (1,580) 676 (1,311) 2,391
Net income $ 1,636 $ 3,337 $ 1,541 $ 6,897
Income per share—basic $ 0.05 $ 0.08 $ 0.04 $ 0.16
Income per share—diluted $ 0.05 $ 0.08 $ 0.04 $ 0.16
Weighted average number of common shares
outstanding:
Basic 32,681,181 41,837,485 35,605,180 43,403,791
Diluted 32,762,516 41,841,685 35,605,701 43,423,273

See accompanying notes to the unaudited consolidated interim financial statements.
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

Consolidated Statements of Comprehensive Income (Unaudited)

(In thousands)

For the three months
ended

For the nine months
ended

September 30, September 30, 
2015 2014 2015 2014

Net income $ 1,636 $ 3,337 $ 1,541 $ 6,897
Other comprehensive income, net of tax:
Securities available-for-sale:
Net unrealized gains (losses) arising during the period, net of tax
(expense) benefit of ($2,981) and $1,480 for the three months
ended September 30, 2015 and 2014, respectively; and net of tax
expense of ($2,981) and ($6,824) for the nine months ended,
September 30, 2015 and 2014, respectively 4,848 (2,407) 4,848 11,099
Less: amortization of net unrealized holding gains to income, net
of tax benefit of $342 and $475 for the three months ended
September 30, 2015 and 2014, respectively; and net of tax
benefit of $1,120 and $1,505 for the nine months ended
September 30, 2015 and 2014, respectively (556) (774) (1,951) (2,447)
Other comprehensive income (loss) 4,292 (3,181) 2,897 8,652
Comprehensive income $ 5,928 $ 156 $ 4,438 $ 15,549

See accompanying notes to the unaudited consolidated interim financial statements.
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders’ Equity (Unaudited)

Nine months Ended September 30, 2015 and 2014

(In thousands, except share and per share data)

Accumulated
Additional other

Common paid-in Retained Treasury comprehensive
stock capital earnings stock income (loss), netTotal

Balance,
December 31, 2013 $ 512 $ 990,216 $ 39,966 $ (126,146) $ (6,756) $ 897,792
Net income — — 6,897 — — 6,897
Stock-based compensation — 2,750 — — — 2,750
Issuance of stock under
equity compensation plan,
including tax benefit of $4 — (368) — — — (368)
Change in corporate tax
benefit related to
stock-based compensation  — (11)  —  —  — (11)
Repurchase of 5,085,458
shares  —  — — (100,084) — (100,084)
Dividends paid ($.15 per
share) — — (6,666) — — (6,666)
Other comprehensive
income — — — — 8,652 8,652
Balance,
September 30, 2014 $ 512 $ 992,587 $ 40,197 $ (226,230) $ 1,896 $ 808,962
Balance,
December 31, 2014 $ 512 $ 993,212 $ 40,528 $ (245,516) $ 5,839 $ 794,575
Net income — — 1,541 — — 1,541
Stock-based compensation — 2,514 — — — 2,514
Issuance of stock under
purchase and equity
compensation plans,
including tax benefit of $8 1 (286) — 290 — 5
Repurchase of 8,645,836
shares — — — (175,048) — (175,048)
Dividends paid ($.15 per
share) — — (5,291) — — (5,291)
Other comprehensive
income — — — — 2,897 2,897
Balance,
September 30, 2015 $ 513 $ 995,440 $ 36,778 $ (420,274) $ 8,736 $ 621,193
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Unaudited)

(In thousands)

For the nine months ended
September 30, 
2015 2014

Cash flows from operating activities:
Net income $ 1,541 $ 6,897
Adjustments to reconcile net income to net cash (used in) provided by operating
activities:
Provision for loan losses 7,021 4,944
Depreciation and amortization 11,613 12,144
Current income tax receivable (2,216) 20,364
Deferred income tax asset (6,585) (18,445)
Discount accretion, net of premium amortization on securities 3,229 3,828
Loan accretion (38,073) (48,978)
Net gain on sale of mortgage loans (1,574) (674)
Origination of loans held for sale, net of repayments (78,760) (29,622)
Proceeds from sales of loans held for sale 74,234 30,106
Bank-owned life insurance income (1,217)  —
Amortization of indemnification asset 20,751 19,819
Gain on the sale of other real estate owned, net (2,342) (2,686)
Impairment on other real estate owned 799 1,789
Impairment on fixed assets related to banking center closures 1,089  —
Loss (gain) on sale of fixed assets 6 (123)
Bargain purchase gain (1,048)  —
Stock-based compensation 2,514 2,750
Decrease in due to FDIC, net (3,299) (6,762)
Increase in other assets (2,109) (740)
(Decrease) increase in other liabilities (799) 19,525
Net cash (used in) provided by operating activities (15,225) 14,136
Cash flows from investing activities:
Proceeds from redemption of FHLB stock 493 633
(Purchases of) proceeds from FRB stock (238) 9,390
Proceeds from maturities of investment securities held-to-maturity 81,877 80,052
Proceeds from maturities of investment securities available-for-sale 242,159 246,422
Proceeds from sales of investment securities available-for-sale 29,748  —
Increase in securities purchased under agreements to resell (50,000)  —
Net increase in loans (272,019) (274,575)
Purchase of premises and equipment, net (3,623) (894)
Purchase of bank-owned life insurance  — (40,000)
Proceeds from sales of loans 11,702 3,607
Proceeds from sales of other real estate owned 14,260 27,656
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Increase in FDIC indemnification asset 176 215
Net cash activity from acquisition 22,832  —
Net cash provided by investing activities 77,367 52,506
Cash flows from financing activities:
Net decrease in deposits (21,694) (40,851)
Increase in repurchase agreements 35,936 10,399
Issuance of stock under purchase and equity compensation plans (148) (383)
Proceeds from exercise of stock options 160  —
Excess tax benefit on stock-based compensation 8 4
Payment of dividends (5,179) (6,528)
Repurchase of shares (175,048) (100,084)
Net cash used in financing activities (165,965) (137,443)
Decrease in cash and cash equivalents (103,823) (70,801)
Cash and cash equivalents at beginning of the year 256,979 189,460
Cash and cash equivalents at end of period $ 153,156 $ 118,659
Supplemental disclosure of cash flow information during the period:
Cash paid for interest $ 9,913 $ 10,168
Net tax payments $ 7,467 $ 489
Supplemental schedule of non-cash investing activities:
Loans transferred to other real estate owned at fair value $ 1,143 $ 2,519
FDIC submissions transferred to (other liabilities) other assets $ (2,644) $ 181
Loans purchased but not settled $  — $ 29,906

See accompanying notes to the unaudited consolidated interim financial statements.
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

September 30, 2015

Note 1 Basis of Presentation

National Bank Holdings Corporation ("NBHC" or the "Company") is a bank holding company that was incorporated
in the State of Delaware in June 2009 with the intent to acquire and operate financial services franchises and other
complementary businesses in targeted markets. The Company is headquartered immediately south of Denver, in
Greenwood Village, Colorado, and its primary operations are conducted through its wholly owned subsidiary, NBH
Bank, N.A. (the "Bank"). The Company provides a variety of banking products to both commercial and consumer
clients through a network of 97 banking centers located in Colorado, the greater Kansas City area and Texas, and
through on-line and mobile banking products.

The accompanying interim unaudited consolidated financial statements serve to update the National Bank Holdings
Corporation Annual Report on Form 10-K for the year ended December 31, 2014 and include the accounts of the
Company and the Bank. The accompanying unaudited consolidated financial statements have been prepared in
accordance with U.S. generally accepted accounting principles (“GAAP”) and where applicable, with general practices
in the banking industry or guidelines prescribed by bank regulatory agencies. However, they may not include all
information and notes necessary to constitute a complete set of financial statements under GAAP applicable to annual
periods and accordingly should be read in conjunction with the financial information contained in the Company's most
recent Form 10-K. The unaudited consolidated financial statements reflect all adjustments which are, in the opinion of
management, necessary for a fair statement of the results presented. All such adjustments are of a normal recurring
nature. All significant intercompany balances and transactions have been eliminated in consolidation. Certain
reclassifications of prior years' amounts are made whenever necessary to conform to current period presentation. The
results of operations for the interim period is not necessarily indicative of the results that may be expected for the full
year or any other interim period. All amounts are in thousands, except share data, or as otherwise noted.

GAAP requires management to make estimates that affect the reported amounts of assets, liabilities, revenues and
expenses, and disclosures of contingent assets and liabilities. By their nature, estimates are based on judgment and
available information. Management has made significant estimates in certain areas, such as the amount and timing of
expected cash flows from assets, the valuation of the FDIC indemnification asset and clawback liability, the valuation
of other real estate owned (“OREO”), the fair value adjustments on assets acquired and liabilities assumed, the valuation
of core deposit intangible assets, the evaluation of investment securities for other-than-temporary impairment (“OTTI”),
the valuation of stock-based compensation, the fair values of financial instruments, the allowance for loan losses
(“ALL”), and contingent liabilities. Because of the inherent uncertainties associated with any estimation process and
future changes in market and economic conditions, it is possible that actual results could differ significantly from
these estimates.
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The Company's significant accounting policies followed in the preparation of the unaudited consolidated financial
statements are disclosed in note 2 of the audited financial statements and notes for the year ended December 31, 2014
and are contained in the Company's Annual Report on Form 10-K. There have not been any significant changes to the
application of significant accounting policies since December 31, 2014, with the exception of the following:

Income taxes - For the three and nine months ended September 30, 2015, the Company has utilized the discrete
effective tax rate method, as allowed by Accounting Standards Codification (“ASC”) 740-270-30-18, “Income
Taxes-Interim Reporting,” to calculate its interim income tax provision. The discrete method is applied when the
application of the estimated annual effective tax rate is impractical because it is not possible to reliably estimate the
annual effective tax rate. The discrete method treats the year to date period as if it was the annual period and
determines the income tax expense or benefit on that basis. The Company believes that, at this time, the use of this
discrete method is more appropriate than the annual effective tax rate method as the estimated annual effective tax rate
method is not reliable due to (1) the levels of tax-exempt income in relation to pre-tax income, (2) the impact of the
warrant liability which is non-taxable and (3) the impact and variability of FDIC Indemnification amortization on our
pre-tax income.

The income tax rate for the three and nine months ended September 30, 2015 was (2,821.4)% and (570.0)%,
respectively, based on application of the discrete approach. The quarterly tax rate differs from the federal statutory
rate primarily due to interest income from tax-exempt lending, tax-exempt bank-owned life insurance income,
non-taxable warrant liability fair value adjustment and the relationship of each of these items to pre-tax income. The
three and nine month tax rates for 2015 are lower than prior period tax rates primarily because of the lower levels of
pre-tax income in relation to the larger amounts of non-taxable income. Increased amounts from tax-exempt lending,
bank-owned life insurance income, the change in the fair value of the warrant liability, and the bargain 

8
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NATIONAL BANK HOLDINGS CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)

September 30, 2015

purchase gain for financial reporting purposes together exceeded the amount of pre-tax income and generated the tax
benefit for the three and nine months ended September 30, 2015.

We are currently in an open IRS examination for the tax year 2012.

Note 2 Recent Accounting Pronouncements

Reclassification of Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure -  In January
2014, the FASB issued Accounting Standards Update ("ASU") 2014-04, Reclassification of Residential Real Estate
Collateralized Consumer Mortgage Loans upon Foreclosure. This update amends ASC Topic 310-40 and clarifies that
an “in substance repossession or foreclosure” has occurred upon the creditor obtaining either legal title to the property
upon completion of foreclosure, or the borrower conveying all interest in the property through completion of a deed in
lieu of foreclosure. Upon occurrence, the creditor derecognizes the loan receivable and recognizes the collateralized
real estate property. The amendments in the ASU became effective for the Company for interim and annual periods
beginning after December 15, 2014. Early adoption was permitted. The adoption of this standard did not have a
material impact on the Company’s consolidated financial statements, results of operations or liquidity.

Revenue from Contracts with Customers -  In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts
with Customers." This update supersedes revenue recognition requirements in Topic 605, Revenue Recognition,
including most industry-specific revenue recognition guidance in the FASB Accounting Standards Codification. The
new guidance stipulates that an entity should recognize revenue to depict the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. The guidance provides specific steps that entities should apply in order to achieve this principle. In
July 2015, the FASB voted to approve deferring the effective date by one year (i.e., interim and annual reporting
periods beginning after December 15, 2017). Early adoption is permitted, but not before the original effective date
(i.e., interim and annual reporting periods beginning after December 15, 2016). The Company is in the process of
evaluating the impact of the ASU's adoption on the Company's consolidated financial statements.

Simplifying the Accounting for Measurement-Period Adjustments - In September 2015, the FASB issued ASU
2015-16, Simplifying the Accounting for Measurement-Period Adjustments. This update amends ASC Topic 805-10
and clarifies that an acquirer must recognize adjustments to provisional amounts that are identified during the
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measurement period in the reporting period in which the adjustment amounts are determined.  The amendments in this
ASU will become effective for the Company for interim and annual periods beginning after December 15, 2015. Early
adoption is permitted. The Company adopted this ASU on September 30, 2015 with no material impact to the
consolidated financial statements.
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Note 3 Acquisition Activities

On August 1, 2015, the Company completed the acquisition of Pine River Bank Corporation (“Pine River”) for $9.5
million cash. The Company determined that this acquisition constitutes a business combination as defined in ASC
Topic 805, Business Combinations. Accordingly, as of the date of the acquisition, the Company recorded the assets
acquired and liabilities assumed at fair value. The Company determined fair values in accordance with the guidance
provided in ASC Topic 820, Fair Value Measurements and Disclosures. Fair value is established by discounting the
expected future cash flows with a market discount rate for like maturities and risk instruments. The estimation of
expected future cash flows, market conditions and other future events and actual results could differ materially. The
determination of the initial fair values of fixed assets, loans, and OREO involve a high degree of judgment and
complexity. The Company has made the determination of fair value using the best information available at the time;
however, the assumptions used are subject to change and if changed, could have a material effect on the Company's
financial position and results of operations.

The table below summarizes the net assets acquired (at fair value) and consideration transferred in connection with the
Pine River acquisition:

Assets:
  Cash and due from banks $ 32,314
  Investment securities available-for-sale (at fair value) 31,866
  Non-marketable securities 259
  Loans, net 64,279
  Other real estate owned 1,488
  Premises and equipment, net 3,164
  Core deposit intangible asset 948
  Other assets 7,749
     Total assets acquired $ 142,067

Liabilities:
  Deposits:
     Non-interest bearing demand deposits $ 41,432
     Interest bearing demand deposits 19,632
     Savings and money market 35,460
     Time deposits 33,619
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        Total deposits 130,143
  Other liabilities 1,394
     Total liabilities assumed $ 131,537

     Identifiable net assets acquired $ 10,530

Consideration:
  Cash $ 9,482

Gain on bargain purchase $ 1,048

In connection with the Pine River acquisition, the Company recognized approximately $1.0 million of bargain
purchase gain and a $0.9 million core deposit intangible. The core deposit intangible will be amortized on a
straight-line basis over seven years. The bargain purchase gain of $1.0 million, recorded at the date of acquisition,
represents the amount by which the acquisition-date fair value of the net identifiable assets acquired exceeded the fair
value of the consideration transferred. 
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The fair value of the acquired assets and liabilities noted in the table may change during the provisional period, which
may last up to twelve months subsequent to the acquisition date. The Company may obtain additional information to
refine the valuation of the acquired assets and liabilities and adjust the recorded fair value, although such adjustments
are not expected to be significant. Adjustments recorded to the acquired assets and liabilities will be applied
prospectively in accordance with ASU 2015-16.

At the date of acquisition, none of the loans were accounted for under the guidance of ASC Topic 310-30, and the
gross contractual amounts receivable, inclusive of all principal and interest, was $79.0 million. The Company’s best
estimate of the contractual cash flows for loans not expected to be collected was $1.4 million and recorded fair value
was $64.3 million.

The results of Pine River are included in the results of the Company subsequent to the acquisition date. Included in
other non-interest expenses in the Company’s consolidated statements of operations for the nine months ending
September 30, 2015 were $0.5 million of one-time expenses related to the acquisition of Pine River.

The following pro forma information combines the historical results of Pine River and the Company. The pro forma
financial information does not include the potential impacts of possible business model changes, current market
conditions, revenue enhancements, expense efficiencies, or other factors. The pro forma information below reflects
adjustments made to exclude the impact of the bargain purchase gain of $1.0 million, acquisition-related expenses of
$0.5 million, amortization and accretion of purchase discounts and premiums of $75 thousand, and amortization of
acquired identifiable intangibles of $23 thousand during the nine month period ended September 30, 2015. The pro
forma information is theoretical in nature and not necessarily indicative of future consolidated results of operations of
the Company or the consolidated results of operations which would have resulted had the Company acquired Pine
River during the periods presented.

If the Pine River acquisition had been completed on January 1, 2014, total revenue would have been approximately
$136.7 million and $146.2 million for the nine months ended September 30, 2015 and September 30, 2014,
respectively. Net income would have been approximately $0.9 million and $6.6 million, respectively, for the same
periods. Basic and dilutive earnings per share would have been $0.03 and $0.15, respectively, for the same periods.
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The Company has determined that it is impractical to report the amounts of revenue and earnings of legacy Pine River
since the acquisition date due to the integration of operations shortly after the acquisition date. Accordingly, reliable
and separate complete revenue and earnings information is no longer available. In addition, such amounts would
require significant estimates related to the proper allocation of merger cost savings that cannot be objectively made.

Note 4 Investment Securities

The Company’s investment securities portfolio is comprised of available-for-sale and held-to-maturity investment
securities. These investment securities totaled $1.7 billion at September 30, 2015 and were comprised of $1.2 billion
of available-for-sale securities and $0.5 billion of held-to-maturity securities. At December 31, 2014, investment
securities totaled $2.0 billion and were comprised of $1.5 billion of available-for-sale securities and $0.5 billion of
held-to-maturity securities.
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Available-for-sale

Available-for-sale investment securities are summarized as follows as of the dates indicated:

September 30, 2015
Amortized Gross Gross
cost unrealized gains unrealized losses Fair value

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through securities
issued or guaranteed by U.S. Government
agencies or sponsored enterprises $ 327,281 $ 9,091 $  — $ 336,372
Other residential MBS issued or guaranteed
by U.S. Government agencies or sponsored
enterprises 911,902 6,015 (12,560) 905,357
Other securities 2,538  —  — 2,538
Total $ 1,241,721 $ 15,106 $ (12,560) $ 1,244,267

December 31, 2014
Amortized Gross Gross
cost unrealized gains unrealized losses Fair value

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through securities
issued or guaranteed by U.S. Government
agencies or sponsored enterprises $ 395,244 $ 9,014 $ (43) $ 404,215
Other residential MBS issued or guaranteed
by U.S. Government agencies or sponsored
enterprises 1,088,834 7,464 (21,718) 1,074,580
Other securities 419  —  — 419
Total $ 1,484,497 $ 16,478 $ (21,761) $ 1,479,214
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At September 30, 2015 and December 31, 2014, mortgage-backed securities represented primarily all of the
Company’s available-for-sale investment portfolio and all mortgage-backed securities were backed by government
sponsored enterprises (“GSE”) collateral such as Federal Home Loan Mortgage Corporation (“FHLMC”) and Federal
National Mortgage Association (“FNMA”), and the government sponsored agency Government National Mortgage
Association (“GNMA”).

The table below summarizes the unrealized losses as of the dates shown, along with the length of the impairment
period:

September 30, 2015
Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
value losses value losses value losses

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through
securities issued or guaranteed by
U.S. Government agencies or
sponsored enterprises $  — $  — $  — $  — $  — $  —
Other residential MBS issued or
guaranteed by U.S. Government
agencies or sponsored enterprises  —  — 623,372 (12,560) 623,372 (12,560)
Total $  — $  — $ 623,372 $ (12,560) $ 623,372 $ (12,560)

12
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December 31, 2014
Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
value losses value losses value losses

Mortgage-backed securities
(“MBS”):
Residential mortgage
pass-through securities
issued or guaranteed by U.S.
Government agencies or
sponsored enterprises $ 17 $  — $ 89,749 $ (43) $ 89,766 $ (43)
Other residential MBS issued
or guaranteed by U.S.
Government agencies or
sponsored enterprises 88,854 (2,053) 667,368 (19,665) 756,222 (21,718)
Total $ 88,871 $ (2,053) $ 757,117 $ (19,708) 845,988 $ (21,761)

Management evaluated all of the available-for-sale securities in an unrealized loss position and concluded that no
other-than-temporary impairment existed at September 30, 2015 or December 31, 2014. The unrealized losses in the
Company's investments issued or guaranteed by U.S. government agencies or sponsored enterprises at September 30,
2015 were caused by changes in interest rates. The portfolio included 52 securities, having an aggregate fair value of
$0.6 billion, which were in an unrealized loss position at September 30, 2015, compared to 62 securities, with a fair
value of $0.8 billion, at December 31, 2014.

The Company has no intention to sell these securities before recovery of their amortized cost and believes it will not
be required to sell the securities before the recovery of their amortized cost.

Available-for-sale securities acquired from the Pine River acquisition totaled $31.9 million at the date of acquisition.
Shortly after the acquisition date, the Company sold $29.8 million of the acquired securities and recorded no gain or
loss.

Certain securities are pledged as collateral for public deposits, securities sold under agreements to repurchase and to
secure borrowing capacity at the Federal Reserve Bank, if needed. The fair value of available-for-sale investment
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securities pledged as collateral totaled $0.3 billion at September 30, 2015 and $0.3 billion at   December 31, 2014. The
increase in pledged available-for-sale investment securities was primarily attributable to an increase in average deposit
account balances and client repurchase account balances during the nine months ended September 30, 2015. Certain
investment securities may also be pledged as collateral for the line of credit at the Federal Home Loan Bank ("FHLB")
of Des Moines; however, no investment securities were pledged for this purpose at September 30, 2015 or
December 31, 2014.

Mortgage-backed securities do not have a single maturity date and actual maturities may differ from contractual
maturities depending on the repayment characteristics and experience of the underlying financial instruments. The
estimated weighted average life of the available-for-sale mortgage-backed securities portfolio was 3.5 years as of
September 30, 2015 and 3.5 years as of December 31, 2014. This estimate is based on assumptions and actual results
may differ.  Other securities of $1.7 million have a maturity date between October 2015 and October 2017. Other
securities of $0.8 million have no stated contractual maturity date as of September 30, 2015.
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Held-to-maturity

At September 30, 2015 and December 31, 2014, the Company held $445.1 million and $530.6 million of
held-to-maturity investment securities, respectively. Held-to-maturity investment securities are summarized as follows
as of the dates indicated:

September 30, 2015
Gross Gross

Amortized unrealized unrealized
cost gains losses Fair value

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through securities issued or
guaranteed by U.S. Government agencies or sponsored
enterprises $ 353,026 $ 5,801 $ (15) $ 358,812
Other residential MBS issued or guaranteed by U.S.
Government agencies or sponsored enterprises 92,043 358 (1,065) 91,336
Total investment securities held-to-maturity $ 445,069 $ 6,159 $ (1,080) $ 450,148

December 31, 2014
Gross Gross

Amortized unrealized unrealized
cost gains losses Fair value

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through securities issued or
guaranteed by U.S. Government agencies or sponsored
enterprises $ 422,622 $ 5,773 $ (72) $ 428,323
Other residential MBS issued or guaranteed by U.S.
Government agencies or sponsored enterprises 107,968 217 (1,871) 106,314
Total investment securities held-to-maturity $ 530,590 $ 5,990 $ (1,943) $ 534,637
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The table below summarizes the unrealized losses as of the dates shown, along with the length of the impairment
period:

September 30, 2015
Less than 12 months 12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through
securities issued or guaranteed by
U.S. Government agencies or
sponsored enterprises $ 973 $ (3) $ 1,046 $ (12) $ 2,019 $ (15)
Other residential MBS issued or
guaranteed by U.S. Government
agencies or sponsored enterprises  —  — 48,258 (1,065) 48,258 (1,065)
Total $ 973 $ (3) $ 49,304 $ (1,077) $ 50,277 $ (1,080)

December 31, 2014
Less than 12 months12 months or more Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

Mortgage-backed securities (“MBS”):
Residential mortgage pass-through
securities issued or guaranteed by
U.S. Government agencies or
sponsored enterprises $  — $  — $ 35,139 $ (72) $ 35,139 $ (72)
Other residential MBS issued or
guaranteed by U.S. Government
agencies or sponsored enterprises  —  — 75,139 (1,871) 75,139 (1,871)
Total $  — $  — $ 110,278 $ (1,943) $ 110,278 $ (1,943)
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The portfolio included 7 securities, having an aggregate fair value of $50.3 million, which were in an unrealized loss
position at September 30, 2015, compared to 12 securities, with a fair value of $110.3 million, at December 31, 2014.

Management evaluated all of the held-to-maturity securities in an unrealized loss position and concluded that no
other-than-temporary impairment existed at September 30, 2015 or December 31, 2014. The unrealized losses in the
Company's investments issued or guaranteed by U.S. government agencies or sponsored enterprises at September 30,
2015 were caused by changes in interest rates.  The Company has no intention to sell these securities before recovery
of their amortized cost and believes it will not be required to sell the securities before the recovery of their amortized
cost.

The carrying value of held-to-maturity investment securities pledged as collateral totaled $120.1 million and $88.3
million at September 30, 2015 and December 31, 2014, respectively. 

Actual maturities of mortgage-backed securities may differ from scheduled maturities depending on the repayment
characteristics and experience of the underlying financial instruments. The estimated weighted average expected life
of the held-to-maturity mortgage-backed securities portfolio as of September 30, 2015 and December 31, 2014 was
3.5 years and 3.4 years, respectively. This estimate is based on assumptions and actual results may differ.

Note 5 Loans

The loan portfolio is comprised of loans originated by the Company and loans that were acquired in connection with
the Company’s acquisitions of Bank of Choice and Community Banks of Colorado in 2011, Hillcrest Bank and Bank
Midwest in 2010, and Pine River in 2015. The loans acquired from Pine River totaled $64.3 million and were
accounted for in accordance with ASC 805, and classified as non-covered, non 310-30 loans. The majority of the
loans acquired in the Hillcrest Bank and Community Banks of Colorado transactions are covered by loss sharing
agreements with the FDIC. Covered loans are presented separately from non-covered loans due to the FDIC loss
sharing agreements associated with these loans. Covered loans comprised 6.1% of the total loan portfolio at
September 30, 2015, compared to 9.0% of the total loan portfolio at December 31, 2014.
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The table below shows the loan portfolio composition including carrying value by segment of loans accounted for
under ASC Topic 310-30, Receivables—Loans and Debt Securities Acquired with Deteriorated Credit Quality and loans
not accounted for under this guidance, which includes our originated loans. The table also shows the amounts covered
by the FDIC loss sharing agreements as of September 30, 2015 and December 31, 2014. The carrying value of loans
are net of discounts, fees and costs on loans excluded from ASC 310-30 of $8.6 million and $10.5 million as of
September 30, 2015 and December 31, 2014, respectively:

September 30, 2015
ASC 310-30 loansNon 310-30 loans Total loans % of total

Commercial $ 19,226 $ 999,400 $ 1,018,626 40.4 %
Agriculture 17,908 131,119 149,027 5.9
Commercial real estate 153,546 480,709 634,255 25.1
Residential real estate 26,975 659,475 686,450 27.2
Consumer 3,237 31,533 34,770 1.4
Total $ 220,892 $ 2,302,236 $ 2,523,128 100.0 %
Covered $ 128,289 $ 26,767 $ 155,056 6.1 %
Non-covered 92,603 2,275,469 2,368,072 93.9
Total $ 220,892 $ 2,302,236 $ 2,523,128 100.0 %
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December 31, 2014
ASC 310-30 loansNon 310-30 loans Total loans % of total

Commercial $ 22,956 $ 772,440 $ 795,396 36.8 %
Agriculture 19,063 118,468 137,531 6.4
Commercial real estate 192,330 369,264 561,594 26.0
Residential real estate 40,761 591,939 632,700 29.2
Consumer 4,535 30,653 35,188 1.6
Total $ 279,645 $ 1,882,764 $ 2,162,409 100.0 %
Covered $ 160,876 $ 32,821 $ 193,697 9.0 %
Non-covered 118,769 1,849,943 1,968,712 91.0
Total $ 279,645 $ 1,882,764 $ 2,162,409 100.0 %

Included in commercial loans are $147.5 million and $161.8 million of energy-related loans at September 30, 2015
and December 31, 2014, respectively. Energy prices declined significantly during 2014 and remain at cyclically low
levels; prolonged or further pricing pressure could increase stress on energy clients and ultimately the credit quality of
this portfolio. However, loans have been structured to mitigate credit loss under a variety of circumstances, including
the impact on energy loans as a result of depressed oil prices for a sustained period. Also included in the commercial
segment are tax exempt loans totaling $311.0 million and $112.6 million at September 30, 2015 and December 31,
2014, respectively. 

Loans are considered past due or delinquent when the contractual principal or interest due in accordance with the
terms of the loan agreement remains unpaid after the due date of the scheduled payment. Pooled loans accounted for
under ASC 310-30 that are 90 days or more past due and still accreting are generally considered to be performing and
are included in loans 90 days or more past due and still accruing. Non-accrual loans include troubled debt
restructurings on non-accrual status. Total non-accrual loans excluded from the scope of ASC 310-30 totaled $28.6
million and $10.8 million at September 30, 2015 and December 31, 2014, respectively. Loan delinquency for all loans
is shown in the following tables at September 30, 2015 and December 31, 2014, respectively:
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Total Loans September 30, 2015
Loans > 90

60-89 Greater days past
30-59 days than 90 due and
days  past past days past Total  past Total still Non-
due due due due Current loans accruing accrual

Loans excluded from
ASC 310-30
Commercial $ 231 $ 50 $ 1,044 $ 1,325 $ 998,075 $ 999,400 $ 92 $ 20,339
Agriculture 59 1,289 34 1,382 129,737 131,119  — 2,123
Commercial real estate
Construction 34  —  — 34 24,607 24,641  — 58
Acquisition/development  —  —  —  — 3,681 3,681  —  —
Multifamily  —  —  —  — 17,216 17,216  —  —
Owner-occupied  —  — 94 94 170,915 171,009  — 756
Non owner-occupied 100  — 829 929 263,233 264,162  — 876
Total commercial real
estate 134  — 923 1,057 479,652 480,709  — 1,690
Residential real estate
Senior lien 1,117 676 1,549 3,342 601,372 604,714 92 3,999
Junior lien 209 123 142 474 54,287 54,761 82 464
Total residential real
estate 1,326 799 1,691 3,816 655,659 659,475 174 4,463
Consumer 91 10  — 101 31,432 31,533  — 30
Total loans excluded from
ASC 310-30 $ 1,841 $ 2,148 $ 3,692 $ 7,681 $ 2,294,555 $ 2,302,236 $ 266 $ 28,645
Covered loans excluded
from ASC 310-30 $  — $  — $ 978 $ 978 $ 25,790 $ 26,768 $  — $ 1,088
Non-covered loans
excluded from ASC
310-30 1,841 2,148 2,714 6,703 2,268,765 2,275,468 266 27,557
Total loans excluded from
ASC 310-30 $ 1,841 $ 2,148 $ 3,692 $ 7,681 $ 2,294,555 $ 2,302,236 $ 266 $ 28,645
Loans accounted for
under ASC 310-30
Commercial $ 298 $  — $ 311 $ 609 $ 18,617 $ 19,226 $ 311 $  —
Agriculture 133 944 152 1,229 16,679 17,908 152  —
Commercial real estate 522  — 16,287 16,809 136,737 153,546 16,286  —
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Residential real estate 85  — 2,171 2,256 24,719 26,975 2,172  —
Consumer 54  — 21 75 3,162 3,237 21  —
Total loans accounted for
under ASC 310-30 $ 1,092 $ 944 $ 18,942 $ 20,978 $ 199,914 $ 220,892 $ 18,942 $  —
Covered loans accounted
for under ASC 310-30 $ 845 $ 944 $ 17,816 $ 19,605 $ 108,683 $ 128,288 $ 17,816 $  —
Non-covered loans
accounted for under ASC
310-30 247  — 1,126 1,373 91,231 92,604 1,126  —
Total loans accounted for
under ASC 310-30 $ 1,092 $ 944 $ 18,942 $ 20,978 $ 199,914 $ 220,892 $ 18,942 $  —
Total loans $ 2,933 $ 3,092 $ 22,634 $ 28,659 $ 2,494,469 $ 2,523,128 $ 19,208 $ 28,645
Covered loans $ 845 $ 944 $ 18,794 $ 20,583 $ 134,473 $ 155,056 $ 17,816 $ 1,088
Non-covered loans 2,088 2,148 3,840 8,076 2,359,996 2,368,072 1,392 27,557
Total loans $ 2,933 $ 3,092 $ 22,634 $ 28,659 $ 2,494,469 $ 2,523,128 $ 19,208 $ 28,645
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Total Loans December 31, 2014
Loans > 90

60-89 Greater days past
30-59 days than 90 due and
days  past past days past Total  past Total still Non-
due due due due Current loans accruing accrual

Loans excluded from
ASC 310-30
Commercial $ 83 $ 97 $ 318 $ 498 $ 771,942 $ 772,440 $ 215 $ 4,215
Agriculture 47 — 10 57 118,411 118,468 10 495
Commercial real estate
Construction — — —  — 11,748 11,748 — —
Acquisition/development 41 — — 41 4,532 4,573 — —
Multifamily — — —  — 10,856 10,856 (1) —
Owner-occupied 336 78 101 515 119,710 120,225 — 843
Non owner-occupied 158 — 222 380 221,482 221,862 — 222
Total commercial real
estate 535 78 323 936 368,328 369,264 (1) 1,065
Residential real estate
Senior lien 378 1,403 732 2,513 537,022 539,535 — 4,335
Junior lien 133 1 101 235 52,169 52,404 — 476
Total residential real
estate 511 1,404 833 2,748 589,191 591,939  — 4,811
Consumer 266 21 39 326 30,327 30,653 39 227
Total loans excluded from
ASC 310-30 $ 1,442 $ 1,600 $ 1,523 $ 4,565 $ 1,878,199 $ 1,882,764 $ 263 $ 10,813
Covered loans excluded
from ASC 310-30 $ 17 $ 1,016 $ 152 $ 1,185 $ 31,636 $ 32,821 $ 75 $ 1,317
Non-covered loans
excluded from ASC
310-30 1,425 584 1,371 3,380 1,846,563 1,849,943 188 9,496
Total loans excluded from
ASC 310-30 $ 1,442 $ 1,600 $ 1,523 $ 4,565 $ 1,878,199 $ 1,882,764 $ 263 $ 10,813
Loans accounted for
under ASC 310-30
Commercial $ 152 $ — $ 1,755 $ 1,907 $ 21,049 $ 22,956 $ 1,754 $ —
Agriculture — — 367 367 18,696 19,063 367 —
Commercial real estate 564 92 31,013 31,669 160,661 192,330 31,013 —
Residential real estate 2,014 3,826 646 6,486 34,275 40,761 646 —
Consumer 369 — 54 423 4,112 4,535 54 —
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Total loans accounted for
under ASC 310-30 $ 3,099 $ 3,918 $ 33,835 $ 40,852 $ 238,793 $ 279,645 $ 33,834 $  —
Covered loans accounted
for under ASC 310-30 $ 576 $ 3,892
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