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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,” “t
“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.

LR T3 99 ¢

29 ¢

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;

effects of a prolonged government shutdown;

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;
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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;

with respect to our mortgage business, our inability to negotiate our fees with Fannie Mae, Freddie Mac, Ginnie
Mae or other investors for the purchase of our loans, our obligation to indemnify purchasers or to repurchase the
related loans if the loans fail to meet certain criteria, or higher rate of delinquencies and defaults as a result of the
geographic concentration of our servicing portfolio;

our ability to identify potential candidates for, obtain regulatory approval for, and consummate, acquisitions,
consolidations or other expansion opportunities on attractive terms, or at all;

our ability to integrate acquisitions or consolidations 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 realize the anticipated benefits from enhancements or updates to our core operating systems from
time to time without significant change in our client service or risk to our control environment;

our dependence on information technology and telecommunications systems of third party service providers and
the risk of system failures, interruptions or breaches of security, including those that could result in disclosure or
misuse of confidential or proprietary client or other information;
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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;

continued consolidation in the financial services industry;

our ability to maintain or increase market share and control expenses;

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;

the effects of tax legislation, including the potential of future increases to prevailing tax rates, or challenges to
our

tax position;

our ability to realize deferred tax assets or the need for a valuation allowance, or the effects of changes in tax laws
on our deferred tax assets;

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; and
changes in regulations that apply to us as a Colorado state-chartered bank;
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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 attract, 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;

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;

a cyber-security incident, data breach or a failure of a key information technology system;

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.
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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.

PART I: FINANCIAL INFORMATION

Item 1.  BUSINESS.

Summary

National Bank Holdings Corporation ("NBHC" or the "Company") is a bank holding company that was incorporated
in the State of Delaware in 2009 and is headquartered immediately south of Denver, in Greenwood Village, Colorado.
Our primary operations are conducted through our wholly owned subsidiary, NBH Bank, referred to as the "Bank", or
"NBH Bank", through which we provide a variety of banking products to both commercial and consumer clients. We
service our clients through a network of 104 banking centers as of December 31, 2018, with the majority of those
banking centers located in Colorado and the greater Kansas City region, and through online and mobile banking
products and services. As of December 31, 2018, we had $5.7 billion in assets, $4.1 billion in loans, $4.5 billion in
deposits and $0.7 billion in shareholders’ equity.

The Company was formed through a private offering of our common stock in 2009. As part of our goal of becoming a
leading regional community bank holding company, we are pursuing a strategy of organic growth through strong
banking relationships with small- and medium-sized businesses and consumers in our markets, complemented by
selective acquisitions of financial institutions and other complementary businesses. Our long-term business model
utilizes our organic development infrastructure, low-risk balance sheet, continuous operational development and a
disciplined acquisition strategy to create value and provide attractive returns.

NBH Bank is a Colorado state-chartered bank and a member of the Federal Reserve Bank of Kansas City. Through
NBH Bank, we operate under the following brand names: Bank Midwest in Kansas and Missouri; Community Banks
of Colorado in Colorado; and Hillcrest Bank in New Mexico, Texas and Utah. We believe that conducting our
banking operations under a single state charter streamlines our operations and enables us to more effectively and
efficiently execute our growth strategy.

Our Acquisitions

11
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We began banking operations in October 2010 and, as of December 31, 2018, we have completed six bank
acquisitions, three of which were FDIC-assisted. All loss share agreements associated with the FDIC-assisted
acquisitions were terminated in 2015. We have transformed these six banks into one collective banking operation with
strong organic growth, prudent underwriting, and meaningful market share with continued opportunity for expansion.
We believe that we have established critical mass in our current markets and have structured acquisitions that limit our
credit risk, which positions us for attractive returns.

12
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The following table summarizes certain highlights of our six historic acquisitions, including deposits and assets at fair
value as of each acquisition date:

Community Banks

Peoples Pine River of Colorado Bank of Choice ~ Bank Midwest

Date acquired January 1, 2018 August 1, 2015 October 21, 2011 July 22, 2011 December 10, 2010

FDIC-assisted No No Yes Yes No

Loss share No No Yes(1) No No

Banking centers(3) 19 4 40 16 39

Deposits (millions) $ 730 $ 130 $1,195 $ 760 $2,386

Assets (millions) $ 875 $ 142 $ 1,228 $ 950 $2,426

Primary Market Colorado Colorado Colorado Colorado Greater Kansas City
Region

(1)  Commercial loss-share agreement (terminated November 5, 2015).

(2)  Single Family loss-share agreement and Commercial Shared-Loss Agreement (terminated November 5, 2015).

(3)  During 2013, four California banking centers acquired with the Community Banks of Colorado acquisition and
32 retirement centers acquired with the Hillcrest Bank acquisition were closed. During 2015, three banking
centers were consolidated in our Bank Midwest network. During 2016, seven banking centers were
consolidated in our Community Banks of Colorado network. During 2017, six banking centers were
consolidated or sold in our Bank Midwest and Community Banks of Colorado networks. One banking center in
our Bank Midwest network was consolidated during 2018.

Peoples Acquisition

On January 1, 2018, the Company closed the acquisition of Peoples, Inc. (“Peoples”), the bank holding company of
Colorado-based Peoples National Bank and Kansas-based Peoples Bank. The acquisition strengthened the NBH
franchise in the attractive and growing markets along the Colorado Front Range, the greater Kansas City region,
including expanding our existing Overland Park, Kansas market and extending into the college town markets of
Lawrence and Ottawa, Kansas, and expands the NBH franchise into New Mexico. The transaction was valued at
$146.4 million, including $36.2 million of cash consideration, and at the date of acquisition added $875.4 million in
assets, $542.7 million in loans held for investment and $729.9 million of low cost deposits. Peoples’ complementary,
franchise-centric, retail mortgage platform added significant capabilities with over $1 billion in mortgage production
and primarily serving NBH’s markets with additional mortgage offices in Arizona, California and Utah. The
acquisition added a solid core deposit base, expanding into New Mexico, with cost of deposits significantly below
peers at 0.10%. All operating systems were converted during the first half of 2018. Refer to note 4 — Acquisition
Activities for additional details.

13
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All of our acquisitions were accounted for under the acquisition method of accounting, and accordingly, all assets
acquired and liabilities assumed were recorded at their respective acquisition date fair values and the fair value
discounts/premiums on loans are being accreted over the lives of the loans.

Our Market Area

Our core markets are broadly defined as Colorado, the greater Kansas City region, New Mexico, Texas and Utah. In
January 2019, the Company announced its expansion into Utah with a focus on serving commercial and business
banking clients in Salt Lake City’s Wasatch Front. We are the second largest banking center network among
Colorado-based banks and the fifth largest banking center network in the greater Kansas City MSA among Missouri-
and Kansas-based banks ranked by deposits as of June 30, 2018 (the last date as of which data are available),
according to S&P Global. Other major MSAs in which we operate include Dallas-Fort Worth-Arlington, Texas,
Austin-Round Rock, Texas, and Salt Lake City, Utah.

We believe that our established presence positions us well for growth opportunities in our markets. An integral
component of our foundation and growth strategy has been to capitalize on market opportunities and acquire financial
services franchises. Our primary focus has been on markets that we believe are characterized by some or all of the
following: (i) attractive demographics with household income and population growth above the national average;

(i1) concentration of business activity; (iii) high quality deposit bases; (iv) an advantageous competitive landscape that
provides opportunity to achieve meaningful market presence; (v) consolidation opportunities as well as potential for
add-on transactions; and (vi) markets sizeable enough to support our long-term organic growth objectives.

14
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The table below describes certain key demographic statistics regarding our markets:

Top 3
competitor
# of Median combined
Deposits  businesses Population Unemployment Population household  deposit
(billions)  (thousands) (millions) rate(1) growth(2) income market share
Denver,
(6[0) $ 834 114.9 3.0 3.3% 16.4% $ 78,251 55%
Front
Range,
CO@3) 113.7 182.7 4.7 3.3% 16.5% 75,762 53%
Kansas
City,
MO-KS
MSA 574 76.0 2.2 2.7% 7.4% 66,838 43%
Austin,
TX 42.3 68.1 2.2 3.2% 27.4% 78,089 56%
Dallas,
TX 271.0 240.9 7.6 3.3% 17.9% 69,458 58%
Salt
Lake
City, UT 38.2 43.2 1.2 2.7% 12.9% 74,919 72%
uU.S. 3.5% 6.6% 63,174 55%(4)

1 Unemployment data is as of November 30, 2018.

2) For the period 2010 through 2018.

3) CO Front Range is a population weighted average of the following Colorado MSAs: Denver, Boulder,
Colorado Springs, Fort Collins and Greeley.

“4) Based on U.S. Top 20 MSAs (determined by population).

Source: S&P Global as of December 31, 2018, except Deposits and Top 3 Competitor Combined Deposit Market
Shares, which reflects data as of June 30, 2018.

Our Business Strategy

As part of our goal of becoming a leading regional community bank holding company, we seek to continue to
generate strong organic growth, as well as pursue selective acquisitions of financial institutions and other
complementary businesses. Our focus is on building organic growth through strong banking relationships with small-
and medium-sized businesses and consumers in our primary markets, while maintaining a low-risk profile designed to
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generate reliable income streams and attractive returns. We view our core market areas as Colorado, the greater
Kansas City region, New Mexico, Texas and Utah. The key components of our strategic plan are:

- Focus on client-centered, relationship-driven banking strategy. Our small business and commercial bankers focus on
small- and medium-sized businesses with an advisory approach that emphasizes understanding the client’s business
and offering a complete array of loan, deposit and treasury management products and services. Our business and
commercial bankers are supported by treasury management teams in each of their markets, which allows us to more
effectively deliver a comprehensive suite of products and services to our business clients and further deepen our
banking relationships. Our consumer bankers focus on knowing their clients in order to best meet their financial
needs, offering a full complement of loan, deposit, online and mobile banking solutions.

- Expansion of commercial banking, business banking and specialty businesses. We have made significant
investments in our commercial relationship managers, as well as developed significant capabilities across our
business banking and several specialty commercial banking offerings. Our strategy is to originate a high-quality loan
portfolio that is diversified across industries and granular in loan size. We have preferred lender status with the
Small Business Administration (“SBA”) providing a leveraged platform for growth in the business lending segment.
We believe we are well-positioned to leverage our operating and risk management infrastructure through organic
growth, and we intend to continue to add or repurpose our commercial relationship managers to higher growth
opportunities and markets in order to drive increased profitability.

- Expansion through organic growth and competitive product offerings. We believe that our focus on serving
consumers and small- to medium-sized businesses, coupled with our competitive product offerings, will provide an
expanded revenue base and new sources of fee income. We conduct regular market and competitive analysis to
determine which products and services are best suited for our clients. Our teams also continue to pursue
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opportunities to deepen client relationships, which we believe will further increase our organic loan origination
volumes and attract new transaction accounts that offer lower cost of funds and higher fee generating activity.

- Continue to strengthen profitability through organic growth and operating efficiencies. We continue to utilize our
comprehensive underwriting and risk management processes under one operating platform while maintaining local
branding, leadership and decision making, which allows us to support growth and realize operating efficiencies
throughout our enterprise. We believe that we have the infrastructure in place to support our future revenue growth
without causing non-interest expenses to increase by a corresponding amount. Our growth strategy is focused on
organic initiatives in order to accelerate our growth in profitability. Key priorities to strengthen profitability include
the continued ramp-up of loan production, growing low-cost core deposits, implementing additional fee-based
business initiatives and further enhancing operational efficiencies.

- Maintain conservative risk profile and sound risk management practices. Strong risk management is an important
element of our operating philosophy. We maintain a conservative risk culture with adherence to mature and seasoned
policies across all areas of the organization. We implement self-imposed concentration limits on our loan portfolio to
ensure a granular and diverse loan portfolio and protect against downside risk to any particular industry or real estate
sector. Our risk management approach seeks to identify, assess and mitigate risk and minimize any resulting losses.
We have implemented processes to identify, measure, monitor, report and analyze the types of risk to which we are
subject. We believe our risk management policies establish appropriate limitations that allow for the prudent
oversight of such risks that include, but are not limited to the following: credit, liquidity, market, operational, legal
and compliance, reputational, and strategic and business risk.

- Pursue disciplined acquisitions or other expansionary opportunities. We expect that acquisitions or other
expansionary opportunities will continue to be a component of our growth strategy, and we intend to carefully select
opportunities that we believe have stable core franchises, have significant local market share or will add asset
generation capabilities or fee income streams while structuring the opportunities to limit risk. Further, we seek
transactions that offer opportunities for clear financial benefits with valuations that have acceptable levels of
earnings accretion, tangible book value dilution/earn-back, and internal rates of return. We seek to acquire or expand
into financial services franchises in markets that exhibit attractive demographic attributes and business growth
trends, and we believe that our focus on attractive markets will provide long-term opportunities for organic growth.
Our focus is on our primary markets of Colorado, the greater Kansas City region, New Mexico, Texas and Utah,
including teams, asset portfolios, specialty commercial finance businesses, and whole banks.

We believe our strategy of strong organic growth through the retention, expansion and development of client-centered
relationships and growth through selective acquisitions or other expansionary opportunities in attractive markets
provides flexibility regardless of economic conditions. Our established platform for assessing, executing and
integrating acquisitions creates opportunities in an economic downturn, and our attractive market factors, franchise
scale in our targeted markets and our relationship-centered banking focus create opportunities in an improving
economic environment.

Products and Services

17
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Through NBH Bank, our primary business is to offer a full range of traditional banking products and financial services
to our commercial, business and consumer clients, who are predominantly located in Colorado, the greater Kansas
City region, New Mexico, Texas and Utah. We conduct our banking business through 104 banking centers, with 50 of
those located in Colorado, 46 in Kansas and Missouri, six in New Mexico and two in Texas as of December 31, 2018.
Our distribution network also includes 128 ATMs as well as fully integrated online banking and mobile banking
services. We offer a high level of personalized service to our clients through our relationship managers and banking
center associates. We believe that a banking relationship that includes multiple services, such as loan and deposit
services, online and mobile banking solutions and treasury management products and services, is the key to profitable
and long-lasting client relationships and that our local focus and decision making provide us with a competitive
advantage over banks that do not have these attributes.

Our primary strategic objective is to serve small- to medium-sized businesses in our markets with a variety of unique
and useful services, including a full array of banking products, while maintaining a strong and disciplined credit
culture and delivering excellent client service. We offer a variety of products and services that are focused on the
following areas:

8
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Commercial and Specialty Banking

Our commercial bankers focus on small- and medium-sized businesses with an advisory approach that emphasizes
understanding the client’s business and offering a complete suite of loan, deposit and treasury management products
and services. We have invested significantly in our commercial banking capabilities, attracting experienced
commercial bankers from competing institutions in our markets, which have resulted in significant growth in our
originated loan portfolio. Our commercial relationship managers offer a wide range of commercial loan products,
including:

Commercial and Industrial Loans—We originate commercial and industrial loans and leases, including working capital
loans, equipment loans, lender finance loans, food and agriculture loans, government and non-profit loans, owner
occupied commercial real estate loans and other commercial loans and leases. The terms of these loans vary by
purpose and by type of underlying collateral, if any.

Working capital loans generally have terms of up to one year, are usually secured by accounts receivable and
inventory and carry the personal guarantees of the principals of the business. Equipment loans are generally secured
by the financed equipment at advance rates that we believe are appropriate for the equipment type. In the case of
owner-occupied commercial real estate loans, we are usually the primary provider of financial services for the
company and/or the principals and the primary source of repayment is through the cash flows generated by the
borrowers’ business operations. Owner-occupied commercial real estate loans are typically secured by a first lien
mortgage on real property plus assignments of all leases related to the properties. Underwriting guidelines generally
require borrowers to contribute cash equity that results in an 80% or less loan-to-value ratio on owner-occupied
properties. As of December 31, 2018, substantially all of our commercial and industrial loans were secured.

Non-Owner Occupied Commercial Real Estate Loans—Non-owner occupied commercial real estate loans (“CRE”) consist
of loans to finance the purchase of commercial real estate and development loans. Our non-owner occupied CRE loans
include commercial properties such as office buildings, warehouse/distribution buildings, multi-family and retail

buildings. These loans are typically secured by a first lien mortgage or deed of trust, as well as assignments of all

related leases. Underwriting guidelines generally require borrowers to contribute cash equity that results in a 75% or

less loan to value ratio.

We seek to reduce the risks associated with commercial mortgage lending by focusing our lending in our primary
markets. Although non-owner occupied CRE is not a primary focus of our lending strategy, we have developed teams
of dedicated CRE bankers in each of our markets who possess the depth and breadth of both market knowledge and
industry expertise, which serves to further mitigate risk of this product type.
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Small Business Administration Loans—We offer a range of U.S. Small Business Administration, or SBA loans, to
support manufacturers, distributors and service providers targeted to small businesses and entrepreneurs seeking
growth capital, working capital, or other capital investments. As a Preferred Lender Provider of the SBA, we are able
to expedite SBA loan approval, closing, and servicing functions through delegated authority to underwrite and
approve loans on behalf of the SBA. We utilize the SBA 7(a) loan, SBA 504 loan, SBA Express loan, and CAP Line
loan programs.

Commercial Deposit Products (including business online and mobile banking)—Our commercial bankers are focused on
providing value-added deposit products to our clients that optimize their cash management program. We are focused

on full-relationship banking, including banking core operating accounts and ancillary accounts. We also provide our
commercial clients with money market accounts and short-term repurchase reserve accounts depending on their
individual needs. In addition, we provide a wide array of treasury management solutions to our clients, including:
business online and mobile banking, commercial credit card services, wire transfers, automated clearing house

services, electronic bill payment, lock box services, remote deposit capture services, merchant processing services,

cash vault, controlled disbursements, fraud prevention services through positive pay and other auxiliary services
(including account reconciliation, collections, repurchase accounts, zero balance accounts and sweep accounts).
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Business, Residential and Consumer Banking

Our business and consumer bankers focus on knowing their clients in order to best meet their financial needs, offering
a full complement of loan, deposit and online and mobile banking solutions. We strive to do business in the areas
served by our banking centers, which is also where our marketing is focused, and the vast majority of our new loan
and deposit clients are located in existing market areas.

All of our newly originated consumer loans are on a direct to consumer basis. We offer a variety of business and
consumer loans, including:

Business Loans—Business loans consist of term loans, line of credit, and real estate secured loans. The terms of these
loans vary by purpose and by type of underlying collateral, if any. Business loans generally require LTV ratios of not
more than 75 percent. Business loans also assist in the growth of our deposits because many business loan borrowers
establish noninterest-bearing and interest-bearing demand deposit accounts and treasury management relationships
with us. Those deposit accounts help us to reduce our overall cost of funds, and those treasury management
relationships provide us with a source of non-interest income.

Residential Real Estate Loans—Residential real estate loans consist of loans secured by the primary or secondary
residence of the borrower. These loans consist of closed loans, which are typically amortizing over a 10 to 30-year
term. Our loan-to-value (LTV) benchmark for these loans will generally be below 80% at inception unless related to
certain internal or government programs where higher LTV’s may be warranted, along with satisfactory
debt-to-income ratios. We do not originate or purchase negatively amortizing or sub-prime residential loans. These
residential real estate loans are generally originated under terms and conditions consistent with secondary market
guidelines. Some of these loans will be placed in the Bank’s loan portfolio; however, a majority are sold in the
secondary market and provide a significant source of fee income. The mortgage operation acquired from Peoples
added significant residential banking products, servicing capabilities and residential loan origination channels. In
addition to the referral business through our existing consumer client base, we have a dedicated team of mortgage
bankers who focus origination efforts primarily on new purchase activity and secondarily on refinance activity. We
also offer open- and closed-ended home equity loans, which are loans generally secured by second lien positions on
residential real estate, and residential construction loans to consumers and builders for the construction of residential
real estate.

Consumer Loans—Consumer loans are structured as small personal lines of credit and term loans, with the latter
generally bearing interest at a higher rate and having a shorter term than residential mortgage loans. Consumer loans
are both secured (for example by deposit accounts, brokerage accounts or automobiles) and unsecured and carry either
a fixed rate or variable rate. Examples of our consumer loans include home improvement loans not secured by real
estate, new and used automobile loans and personal lines of credit.
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Deposit Products (including online and mobile banking)—We offer a variety of deposit products to our clients, including
checking accounts, savings accounts, money market accounts, health savings accounts and other deposit accounts,
including fixed-rate, fixed maturity time deposits ranging in terms from 30 days to five years, and individual

retirement accounts. We view deposits as an important part of the overall client relationship and believe they provide
opportunities to cross-sell other products and services. We intend to continue our efforts to attract low-cost transaction
deposits from our client relationships. Consumer deposit flows are significantly influenced by general and local
economic conditions, changes in prevailing interest rates, internal pricing decisions and competition. Our deposits are
primarily obtained from areas surrounding our banking centers. In order to attract and retain deposits, we rely on
providing competitively priced high-quality service and introducing new products and services that meet our clients'
needs.

We also offer comprehensive, user-friendly mobile and online banking platforms allowing our clients to pay bills,
check statements, deposit checks and transfer funds, amongst other features, online or on-the-go.

10
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Lending Activities

Our loan portfolio includes commercial and industrial loans, commercial real estate loans, residential real estate loans,
business loans and consumer loans. The principal risk associated with each category of loans we make is the
creditworthiness of the borrower. Borrower creditworthiness is affected by general economic conditions and the
attributes of the borrower’s market or industry segment. Attributes of the relevant business market or industry segment
include the economic and competitive environment, changes to supply or demand, threat of substitutes and barriers to
entry and exit. In our credit underwriting process, we carefully evaluate the borrower’s industry, operating
performance, liquidity and financial condition. We underwrite credits based on multiple repayment sources, including
operating cash flow, liquidation of collateral and guarantor support, where appropriate. We closely monitor the
operating performance, liquidity and financial condition of borrowers through analysis of periodic financial statements
and meetings with the borrower’s management. As part of our credit underwriting process, we also review the
borrower’s total debt obligations on a global basis. Our credit policy requires that key risks be identified and measured,
documented and mitigated, to the extent possible, to seek to ensure the soundness of our loan portfolio.

Our credit policy also provides detailed procedures for making loans to individual and business clients along with the
regulatory requirements to ensure that all loan applications are evaluated subject to our fair lending policy. Our credit
policy addresses the common credit standards for making loans to clients, the credit analysis and financial statement
requirements, the collateral requirements, including insurance coverage where appropriate, as well as the
documentation required. Our ability to analyze a borrower’s current financial health and credit history, as well as the
value of collateral as a secondary source of repayment, when applicable, are significant factors in determining the
creditworthiness of loans to clients. We require various levels of internal approvals based on the characteristics of
such loans, including the size, nature of the exposure and type of collateral, if any. We believe that the procedures
required by our credit policies enhance internal responsibility and accountability for underwriting decisions and
permit us to monitor the performance of credit decision-making. An integral element of our credit risk management
strategy is the establishment and adherence to concentration limits for our portfolio. We have established
concentration limits that apply to our portfolio based on product types such as commercial real estate, consumer
lending, and various categories of commercial and industrial lending. For more detail on our credit policies, see
“Management’s Discussion and Analysis of Financial Condition and Results of Operations-Financial Condition-Asset
Quality.”

Competition

The banking landscape in our primary markets of Colorado, Kansas, Missouri, New Mexico, Texas and Utah is highly
competitive and quite fragmented, with many small banks having limited market share while the large out-of-state
national and super-regional banks control the majority of deposits and profitable banking relationships. We compete
actively with national, regional and local financial services providers, including: banks, thrifts, credit unions,
mortgage companies, finance companies and financial technology (“FinTech”) companies.
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Competition among providers of financial products and services continues to increase, with consumers having the
opportunity to select from a variety of traditional brick and mortar banks and nontraditional alternatives, such as
online banks and FinTech companies. Competition among providers is based on many factors. The primary factors
driving commercial and consumer competition for loans and deposits are interest rates, the fees charged, client service
levels and the range of products and services offered. In addition, other competitive factors include the location and
hours of our banking centers, the client service orientation of our associates and the availability of digital banking
products and services. We believe the most important of these competitive factors that determine our success are our
consumer bankers’ focus on knowing their individual clients in order to best meet their financial needs and our
business and commercial bankers’ focus on small- and medium-sized businesses with an advisory approach that
emphasizes understanding the client’s business and offering a complete array of loan, deposit and treasury
management products and services through our banking centers and our digital banking platform.

We recognize that there are banks and other financial services companies with which we compete that have greater
financial resources, access to more capital and higher lending capacity and offer a wider range of deposit and lending
instruments. However, given our existing capital base, we expect to be able to meet the majority of small- to
medium-sized business and consumer credit and depository service needs.

11

24



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

Table of Contents

Associates

At December 31, 2018, we had 1,252 full-time associates and 80 part-time associates.

SUPERVISION AND REGULATION

The U.S. banking industry is highly regulated under federal and state law. Banking laws, regulations, and policies
affect the operations of the Company and its subsidiary. Investors should understand that the primary objective of the
U.S. bank regulatory regime is the protection of depositors, the Depositors Insurance Fund (“DIF”), and the banking
system as a whole, not the protection of the Company’s shareholders.

As a bank holding company, we are subject to inspection, examination, supervision and regulation by the Board of
Governors of the Federal Reserve System (the “Federal Reserve”). Our bank subsidiary, NBH Bank, is a Colorado
state-chartered bank and a member of the Federal Reserve Bank of Kansas City. As such, NBH Bank is subject to
examination, supervision and regulation by both the Colorado Division of Banking and the Federal Reserve. In
addition, we expect that any additional businesses that we may invest in or acquire will be regulated by various state
and/or federal banking regulators.

Banking statutes and regulations are subject to continual review and revision by Congress, state legislatures and
federal and state regulatory agencies. A change in such statutes or regulations, including changes in how they are
interpreted or implemented, could have a material effect on our business. In addition to laws and regulations, state and
federal bank regulatory agencies may issue policy statements, interpretive letters and similar written guidance
pursuant to such laws and regulations, which are binding on us and our subsidiaries.

Banking statutes, regulations and policies could restrict our ability to diversify into other areas of financial services,
acquire depository institutions and make distributions or pay dividends on our equity securities. They may also require
us to provide financial support to any bank that we control, maintain capital balances in excess of those desired by
management and pay higher deposit insurance premiums as a result of a general deterioration in the financial
condition of NBH Bank or other depository institutions we control.

The description below summarizes certain elements of the applicable bank regulatory framework. This description is
not intended to describe all laws and regulations applicable to us and our subsidiaries. The description is qualified in
its entirety by reference to the full text of the statutes, regulations, policies, interpretive letters and other written
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guidance that are described.

National Bank Holdings Corporation as a Bank Holding Company

As a bank holding company, we are subject to regulation under the Bank Holding Company Act (“BHCA”) and to
supervision, examination, and enforcement by the Federal Reserve. Federal Reserve jurisdiction also extends to any
company that we may directly or indirectly control, such as non-bank subsidiaries and other companies in which we
have a controlling interest. While subjecting us to supervision and regulation, we believe that our status as a bank
holding company (as opposed to being a non-controlling investor) broadens the investment opportunities available to
us among public and private financial institutions.

The BHCA generally prohibits a bank holding company from engaging, directly or indirectly, in activities other than
banking or managing or controlling banks, except for activities determined by the Federal Reserve to be so closely
related to banking or managing or controlling banks as to be a proper incident thereto. Provisions of the
Gramm-Leach-Bliley Financial Modernization Act of 1999 (the “GLB Act”) expanded the permissible activities of a
bank holding company that qualifies as a financial holding company. Under the regulations implementing the GLB
Act, a financial holding company may engage in additional activities that are financial in nature or incidental or
complementary to financial activity. Those activities include, among other activities, certain insurance and securities
activities. We have not yet determined whether it would be appropriate or advisable in the future to become a financial
holding company.

12

26



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

Table of Contents

NBH Bank as a Colorado State-Chartered Bank

On December 31, 2015, our bank subsidiary, NBH Bank, N.A., converted to a Colorado state-chartered bank

operating under the name of NBH Bank. NBH Bank is also a member of the Federal Reserve Bank of Kansas City. As
such, NBH Bank is subject to examination, supervision and regulation by both the Colorado Division of Banking and
the Federal Reserve. NBH Bank’s deposits are insured by the Federal Deposit Insurance Corporation (“FDIC”) through
the DIF, in the manner and to the extent provided by law. As an insured bank, NBH Bank is subject to the provisions

of the Federal Deposit Insurance Act, as amended (the “FDI Act”), and the FDIC’s implementing regulations thereunder,
and may also be subject to supervision and examination by the FDIC under certain circumstances.

Under the FDIC Improvement Act of 1991 (“FDICIA”), NBH Bank must submit financial statements prepared in
accordance with GAAP and management reports signed by the Company’s and NBH Bank’s chief executive officer and
chief accounting or financial officer concerning management’s responsibility for the financial statements, an
assessment of internal controls, and an assessment of NBH Bank’s compliance with various banking laws and FDIC
and other banking regulations. In addition, we must submit annual audit reports to federal regulators prepared by
independent auditors. As allowed by regulations, we may use our audit report prepared for the Company to satisfy this
requirement. We must provide our auditors with examination reports, supervisory agreements and reports of
enforcement actions. The auditors must also attest to and report on the statements of management relating to the
internal controls. FDICIA also requires that NBH Bank form an independent audit committee consisting of outside
directors only, or that the Company’s audit committee be entirely independent.

Broad Supervision, Examination and Enforcement Powers

The Federal Reserve, the FDIC and state bank regulators have broad regulatory, examination and enforcement
authority over bank holding companies and banks, as applicable. Bank regulators regularly examine the operations of
banks and bank holding companies. In addition, banks and bank holding companies are subject to periodic reporting
and filing requirements.

Bank regulators have various remedies available if they determine that a banking organization has violated any law or
regulation, that the financial condition, capital resources, asset quality, earnings prospects, management, liquidity or
other aspects of a banking organization’s operations are unsatisfactory, or that the banking organization is operating in
an unsafe or unsound manner. The bank regulators have the power to, among other things: enjoin “unsafe or unsound”
practices, require affirmative actions to correct any violation or practice, issue administrative orders that can be
judicially enforced, direct increases in capital, direct the sale of subsidiaries or other assets, limit dividends and
distributions, restrict growth, assess civil monetary penalties, remove officers and directors, terminate deposit
insurance, and appoint a conservator or receiver.
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Engaging in unsafe or unsound practices or failing to comply with applicable laws, regulations and supervisory
agreements could subject the Company, its subsidiaries and their respective officers, directors and institution-affiliated
parties to the remedies described above and other sanctions. In addition, the FDIC could terminate NBH Bank’s
deposit insurance if it determined that the Bank’s financial condition was unsafe or unsound or that the bank engaged
in unsafe or unsound practices or violated an applicable rule, regulation, order or condition enacted or imposed by the
bank’s regulators.

Regulatory Capital Requirements

In General

As a bank holding company, we are subject to regulatory capital adequacy requirements implemented by the Federal
Reserve. The federal banking agencies have risk-based capital adequacy guidelines intended to provide a measure of
capital adequacy that reflects the degree of risk associated with a banking organization’s operations. NBH Bank also is,
and other depository institution subsidiaries that we may acquire or control in the future will be, subject to capital
adequacy guidelines as implemented by the relevant federal banking agency. In the case of the Company and NBH
Bank, applicable capital guidelines can be found in the Federal Reserve’s Regulations H and Q.

The capital rules require banks and bank holding companies to maintain a minimum common equity tier 1 capital ratio
of 4.5%, a total tier 1 capital ratio of 6%, a total capital ratio of 8%, and a leverage ratio of 4%. Effective as of January
1, 2019,
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bank holding companies are required to hold a capital conservation buffer of common equity tier 1 capital of 2.5% to
avoid limitations on capital distributions and executive compensation payments.

Further, the federal bank regulatory agencies may, however, set higher capital requirements for an individual bank or
when a bank’s particular circumstances warrant. At this time, the bank regulatory agencies are more inclined to impose
higher capital requirements in order to be considered well-capitalized, and future regulatory change could impose
higher capital standards as a routine matter.

The Federal Reserve may also set higher capital requirements for holding companies whose circumstances warrant it.
For example, holding companies experiencing internal growth or making acquisitions are expected to maintain strong
capital positions substantially above the minimum supervisory levels, without significant reliance on intangible assets.

Prompt Corrective Action

The FDI Act requires federal bank regulatory agencies to take “prompt corrective action” with respect to FDIC-insured
depository institutions that do not meet minimum capital requirements. A depository institution’s treatment for
purposes of the prompt corrective action provisions will depend upon how its capital levels compare to various capital
measures and certain other factors, as established by regulation. Federal banking regulators are required to take

various mandatory supervisory actions and are authorized to take other discretionary actions with respect to
institutions in the three undercapitalized categories. The severity of the action depends upon the capital category in
which the institution is placed. Generally, subject to a narrow exception, the banking regulator must appoint a receiver
or conservator for an institution that is critically undercapitalized. Our regulatory capital ratios and those of NBH

Bank are in excess of the levels established for “well-capitalized” institutions.

Bank Holding Companies as a Source of Strength

The Federal Reserve requires that a bank holding company serve as a source of financial and managerial strength to
each bank that it controls and, under appropriate circumstances, commit resources to support each such controlled
bank. This support may be required at times when the bank holding company may not have the resources to provide
the support. Because we are a bank holding company, the Federal Reserve views the Company (and its consolidated
assets) as a source of financial and managerial strength for any controlled depository institutions.

Under the prompt corrective action provisions, if a controlled bank is undercapitalized, then the regulators could
require its bank holding company to guarantee a capital restoration plan. In addition, if the Federal Reserve believes
that a bank holding company’s activities, assets or affiliates represent a significant risk to the financial safety,
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soundness or stability of a controlled bank, then the Federal Reserve could require the bank holding company to
terminate the activities, liquidate the assets or divest the affiliates. The regulators may require these and other actions
in support of controlled banks even if such action is not in the best interests of the bank holding company or its
shareholders.

The Dodd-Frank Act codified the requirement that holding companies, like the Company, serve as a source of
financial strength for their subsidiary depository institutions, by providing financial assistance to its insured depository
institution subsidiaries in the event of financial distress. Under the source of strength doctrine, the Company could be
required to provide financial assistance to NBH Bank should it experience financial distress.

In addition, capital loans by us to NBH Bank will be subordinate in right of payment to deposits and certain other
indebtedness of NBH Bank. In the event of our bankruptcy, any commitment by us to a federal bank regulatory
agency to maintain the capital of NBH Bank will be assumed by the bankruptcy trustee and entitled to a priority of
payment.

14
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Dividend Restrictions

The Company is a legal entity separate and distinct from its subsidiaries. Because the Company’s consolidated net
income consists largely of the net income of NBH Bank, the Company’s ability to pay dividends depends upon its
receipt of dividends from its subsidiary. The ability of a bank to pay dividends and make other distributions is limited
by federal and state law. The specific limits depend on a number of factors, including the bank’s type of charter, recent
earnings, recent dividends, level of capital and regulatory status. As a member of the Federal Reserve System and a
Colorado state-chartered bank, NBH Bank is subject to Regulation H and limitations under Colorado law with respect
to the payment of dividends. Non-bank subsidiaries are also limited by certain federal and state statutory provisions
and regulations covering the amount of dividends that may be paid in any given year.

The ability of a bank holding company to pay dividends and make other distributions can also be limited. The Federal
Reserve has authority to prohibit a bank holding company from paying dividends or making other distributions. A
bank holding company should not pay cash dividends that exceed its net income or that can only be funded in ways
that weaken the bank holding company’s financial health, such as by borrowing. In addition, as a Delaware
corporation, the Company is subject to certain limitations and restrictions under Delaware corporate law with respect
to the payment of dividends and other distributions.

Depositor Preference

The FDI Act provides that, in the event of the “liquidation or other resolution” of an insured depository institution, the
claims of depositors of the institution (including the claims of the FDIC as subrogee of insured depositors) and certain
claims for administrative expenses of the FDIC as a receiver will have priority over other general unsecured claims
against the institution. If our insured depository institution fails, insured and uninsured depositors, along with the
FDIC, will have priority in payment ahead of unsecured, nondeposit creditors, including us, with respect to any
extensions of credit they have made to such insured depository institution.

Limits on Transactions with Affiliates

Federal law restricts the amount and the terms of both credit and non-credit transactions (generally referred to as
“Covered Transactions”) between a bank and its non-bank affiliates. Covered Transactions with any single affiliate may
not exceed 10% of the capital stock and surplus of the bank, and Covered Transactions with all affiliates may not
exceed, in the aggregate, 20% of the bank’s capital and surplus. For a bank, capital stock and surplus refers to the
bank’s tier 1 and tier 2 capital, as calculated under the risk-based capital guidelines, plus the balance of the allowance
for credit losses excluded from tier 2 capital. The bank’s transactions with all of its affiliates in the aggregate are
limited to 20% of the foregoing capital. In addition, in connection with Covered Transactions that are extensions of
credit, the bank may be required to hold collateral to provide added security to the bank, and the types of permissible
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collateral may be limited. The Dodd-Frank Act generally enhances the restrictions on transactions with affiliates,
including an expansion of what types of transactions are Covered Transactions to include credit exposures related to
derivatives, repurchase agreements and securities lending arrangements and an increase in the amount of time for
which collateral requirements regarding Covered Transactions must be satisfied. As of December 31, 2018, the
Company did not have any outstanding Covered Transactions.

Regulatory Notice and Approval Requirements for Acquisitions of Control

We must generally receive federal bank regulatory approval before we can acquire an institution or business.
Specifically, as a bank holding company, we must obtain prior approval of the Federal Reserve in connection with any
acquisition that would result in the Company owning or controlling 5% or more of any class of voting securities of a
bank or another bank holding company. Our ability to make investments in depository institutions will depend on our
ability to obtain approval for such investments from the Federal Reserve. The Federal Reserve could deny our
application based on the above criteria or other considerations. For example, we could be required to sell banking
centers as a condition to receiving regulatory approval, which condition may not be acceptable to us or, if acceptable
to us, may reduce the benefit of any acquisition.

Federal and state laws, including the BHCA and the Change in Bank Control Act, impose additional prior notice or
approval requirements and ongoing regulatory requirements on any investor that seeks to acquire direct or indirect
“control” of an
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FDIC-insured depository institution or bank holding company. Whether an investor “controls” a depository institution is
based on all of the facts and circumstances surrounding the investment. As a general matter, an investor is deemed to
control a depository institution or other company if the investor owns or controls 25% or more of any class of voting
securities. Subject to rebuttal, an investor is presumed to control a depository institution or other company if the
investor owns or controls 10% or more of any class of voting securities and either the depository institution or

company is a public company or no other person will hold a greater percentage of that class of voting securities after
the acquisition. If an investor’s ownership of our voting securities were to exceed certain thresholds, the investor could
be deemed to “control” us for regulatory purposes. This could subject the investor to regulatory filings or other
regulatory consequences.

Anti-Money Laundering Requirements

Under federal law, including the Bank Secrecy Act and the Uniting and Strengthening America by Providing
Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “USA PATRIOT Act”), certain types
of financial institutions, including insured depository institutions, must maintain anti-money laundering programs that
include established internal policies, procedures and controls; a designated compliance officer; an ongoing associate
training program; and testing of the program by an independent audit function. Financial institutions are prohibited
from entering into specified financial transactions and account relationships and must meet enhanced standards for
due diligence, client identification, and recordkeeping, including in their dealings with non-U.S. financial institutions
and non-U.S. clients. Financial institutions must take reasonable steps to conduct enhanced scrutiny of account
relationships to guard against money laundering and to report any suspicious information maintained by financial
institutions. Bank regulators routinely examine institutions for compliance with these obligations, and they must
consider an institution’s anti-money laundering compliance when considering regulatory applications filed by the
institution, including applications for banking mergers and acquisitions. The regulatory authorities have imposed
“cease and desist” orders and civil money penalty sanctions against institutions found to be violating these obligations.

Consumer Laws and Regulations

Banks and other financial institutions are subject to numerous laws and regulations intended to protect consumers in
their transactions with banks. These laws include, among others, laws regarding unfair and deceptive acts and
practices and usury laws, as well as the following consumer protection statutes: Truth in Lending Act, Truth in
Savings Act, Electronic Funds Transfer Act, Flood Disaster Protection Act, Expedited Funds Availability Act, Equal
Credit Opportunity Act, Fair and Accurate Credit Transactions Act, Fair Housing Act, Fair Credit Reporting Act, Fair
Debt Collection Act, GLB Act, Home Mortgage Disclosure Act, Right to Financial Privacy Act and Real Estate
Settlement Procedures Act.

Many states and local jurisdictions have consumer protection laws analogous, and in addition, to those listed above.
These state and local laws regulate the manner in which financial institutions deal with clients when taking deposits,
making loans or conducting other types of transactions.
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The Consumer Financial Protection Bureau (the “CFPB”) has broad rulemaking authority for a wide range of consumer
financial laws that apply to all banks. The CFPB is authorized to issue rules for both bank and nonbank companies

that offer consumer financial products and services, subject to consultation with the prudential banking regulators. In
general, however, banks with assets of $10 billion or less, such as NBH Bank, will continue to be examined for
consumer compliance by their primary bank regulator.

Much of the CFPB’s rulemaking has focused on mortgage lending and servicing, including an important rule requiring
lenders to ensure that prospective buyers have the ability to repay their mortgages. Other areas of current CFPB focus
include consumer protections for prepaid cards, payday lending, debt collection, overdraft services and privacy

notices. The CFPB has been particularly active in issuing rules and guidelines concerning residential mortgage

lending and servicing, issuing numerous rules and guidance related to residential mortgages. Perhaps the most
significant of these guidelines are the “Ability-to-Repay and Qualified Mortgage Standards under the Truth in Lending
Act” portions of Regulation Z and the Know Before You Owe guidelines. Under the Dodd-Frank Act, creditors must
make a reasonable and good faith determination, based on verified and documented information, that the consumer

has a reasonable “ability to repay” a residential mortgage according to its terms as well as clearly and concisely disclose
the terms and costs associated with these loans.

16

34



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

Table of Contents

The CFPB has actively issued enforcement actions against both large and small entities and to entities across the
entire financial services industry. The CFPB has relied upon “unfair, deceptive, or abusive acts” prohibitions as its
primary enforcement tool. However, the CFPB and DOJ continue to be focused on fair lending in taking enforcement
actions against banks with renewed emphasis on alleged redlining practices. Failure to comply with these laws and
regulations could give rise to regulatory sanctions, client rescission rights, actions by state and local attorneys general
and civil or criminal liability.

The Community Reinvestment Act

The Community Reinvestment Act (“CRA”) is intended to encourage banks to help meet the credit needs of their entire
communities, including low- and moderate-income neighborhoods, consistent with safe and sound operations. The
regulators examine banks and assign each bank a public CRA rating. The CRA then requires bank regulators to take
into account the bank’s record in meeting the needs of its community when considering certain applications by a bank,
including applications to establish a banking center or to conduct certain mergers or acquisitions. The Federal Reserve
is required to consider the CRA records of a bank holding company’s controlled banks when considering an
application by the bank holding company to acquire a bank or to merge with another bank holding company.

When we apply for regulatory approval to make certain investments, the regulators will consider the CRA record of
the target institution and our depository institution subsidiary. An unsatisfactory CRA record could substantially delay
approval or result in denial of an application.

Reserve Requirements

Pursuant to regulations of the Federal Reserve, all banks are required to maintain average daily reserves at mandated
ratios against their transaction accounts. In addition, reserves must be maintained on certain non-personal time
deposits. These reserves must be maintained in the form of vault cash or in an account at a Federal Reserve Bank.

Deposit Insurance Assessments

All of a depositor’s accounts at an insured bank, including all non-interest bearing transaction accounts, are insured by
the FDIC up to $250,000. FDIC-insured banks are required to pay deposit insurance premiums to the FDIC. The FDIC
has adopted a risk-based assessment system whereby FDIC-insured depository institutions pay insurance premiums at
rates based on their risk classification. An institution’s risk classification is assigned based on its capital levels and the
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level of supervisory concern the institution poses to the regulators.

Assessments are based on an institution’s average total consolidated assets less average tangible equity (subject to
risk-based adjustments that would further reduce the assessment base for custodial banks). NBH Bank may be able to
pass part or all of this cost on to its clients, including in the form of lower interest rates on deposits, or fees to some
depositors, depending on market conditions.

The FDIC may terminate a depository institution’s deposit insurance upon a finding that the institution’s financial
condition is unsafe or unsound or that the institution has engaged in unsafe or unsound practices or has violated any
applicable rule, regulation, order or condition enacted or imposed by the institution’s regulatory agency. If deposit
insurance for a banking business we invest in or acquire were to be terminated, that would have a material adverse
effect on that banking business and potentially on the Company as a whole.

Interstate Banking

Under the Riegle-Neal Interstate Banking and Branching Efficiency Act (the “Riegle-Neal Act”), a bank holding
company may acquire banks in states other than its home state, subject to any state requirement that the bank has been
organized and operating for a minimum period of time, not to exceed five years, and the requirement that the bank
holding company not control, prior to or following the proposed acquisition, more than 10% of the total amount of
deposits of insured depository institutions nationwide or, unless the acquisition is the bank holding company’s initial
entry into the state, more than 30% of such deposits in the state (or such lesser or greater amount set by the state).
Bank holding companies must be well capitalized
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and well managed, not merely adequately capitalized and adequately managed, in order to acquire a bank located
outside of the bank holding company’s home state.

The Riegle-Neal Act also authorizes banks to merge across state lines, thereby creating interstate banking centers. A
national or state bank, with the approval of its regulator, may open a de novo banking center in any state if the law of
the state in which the banking center is proposed would permit the establishment of the banking center if the bank
were a bank chartered in that state.

The Federal Reserve, the Office of the Comptroller of the Currency (“OCC”), and FDIC jointly issued a final rule,
effective October 10, 1977, that adopted uniform regulations implementing Section 109 of the Riegle-Neal Act.
Section 109 prohibits any bank from establishing or acquiring a branch or branches outside of its home state primarily
for the purpose of deposit production. Congress enacted Section 109 to ensure that interstate branches would not take
deposits from a community without the bank reasonably helping to meet the credit needs of that community.

Changes in Laws, Regulations or Policies

Congress and state legislatures may introduce from time to time measures or take actions that would modify the
regulation of banks or bank holding companies. In addition, federal and state regulatory agencies also periodically
propose and adopt changes to their regulations or change the manner in which existing regulations are applied. Such
changes could increase or decrease the cost of doing business, limit or expand permissible activities or affect the
competitive balance among banks and other financial institutions, all of which could affect our investment
opportunities and our assessment of how attractive such opportunities may be. We cannot predict whether potential
legislation will be enacted and, if enacted, the effect that it or any implementing regulations would have on our
business, results of operations, liquidity or financial condition.

2018 Regulatory Reform

In May 2018, the Economic Growth, Regulatory Relief and Consumer Protection Act (“EGRRCPA”), was enacted to
modify or remove certain financial reform rules and regulations, including some of those implemented under the
Dodd-Frank Act. While EGRRCPA maintains most of the regulatory structure established by the Dodd-Frank Act, it
amends certain aspects of the regulatory framework for small depository institutions with assets of less than $10
billion and for large banks with assets of more than $50 billion. Many of these changes could result in meaningful
regulatory changes for community banks such as NBH Bank, and their holding companies.
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EGRRCPA, among other matters, expands the definition of qualified mortgages which may be held by a financial
institution and simplifies the regulatory capital rules for financial institutions and their holding companies with total
consolidated assets of less than $10 billion by instructing the federal banking regulators to establish a single
“Community Bank Leverage Ratio” of between 8 and 10 percent (currently proposed at 9 percent). Any qualifying
depository institution or its holding company that exceeds the “community bank leverage ratio” will be considered to
have met generally applicable leverage and risk-based regulatory capital requirements and any qualifying depository
institution that exceeds the new ratio will be considered to be “well capitalized” under the prompt corrective action
rules. A major effect of this change is to exclude such holding companies from the minimum capital requirements of
the Dodd-Frank Act. In addition, EGRRCPA includes regulatory relief for community banks regarding the Volcker
Rule (proprietary trading prohibitions), mortgage disclosures and risk weights for certain high-risk commercial real
estate loans.

The OCC, the Federal Reserve Board and the FDIC also adopted a rule providing banking organizations with the
option to phase in over a three-year period the day-one regulatory capital impact that may result from the adoption of
ASU 2016-13,
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Measurement of Credit Losses on Financial Instruments, the new current expected credit loss methodology accounting
under U. S. GAAP. See further discussion of ASU 2016-13 in note 3.

It is difficult at this time to predict when or how any new standards under EGRRCPA or other recent rules will
ultimately be applied to us or what specific impact it and the yet-to-be-finalized implementing rules and regulations
will have on community banks.

More Information

Our website is www.nationalbankholdings.com. We make available free of charge, through our website, annual
reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and any amendments to those
reports filed or furnished pursuant to Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934, as soon
as reasonably practicable after we electronically file such material with, or furnish such material to, the U.S. Securities
and Exchange Commission (“SEC”). The SEC maintains an Internet site that contains reports, proxy and information
statements, and other information regarding issuers that file electronically with the SEC at www.sec.gov.

Item 1A. RISK FACTORS

Risks Relating to Our Banking Operations

We are still a relatively young Company with a limited and complex operating history from which investors can
evaluate our past financial and operating performance.

Because our banking operations began in late 2010, and because our acquisitions in 2010 and 2011 were of failed or
troubled banks, we have a limited operating history upon which investors can evaluate our recent performance to
historical performance. The business models and experiences of the depository institutions we have acquired to date,
specifically our 2010 and 2011 acquisitions, may not be reflective of our plans. More importantly, because a portion
of the loans and OREO we acquired were marked to fair value at the time of our acquisitions, we believe that the
historical financial results of the acquisitions are less useful to an evaluation of our future prospects and financial and
operating performance.

Certain other factors may also make it difficult for investors to evaluate our future prospects and financial and
operating performance, including, among others:
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our current
asset mix is
not fully
representative
of our
anticipated
future asset
mix, which
may change as
we continue to
undertake
organic loan
origination
and banking
activities and
pursue future
acquisitions;
the income we
report from
certain
acquired
assets due to
loan discounts
and accretable
yield may be
higher than
the returns
available in
the current
market and, if
we are unable
to make new
performing
loans and
acquire other
performing
assets in
sufficient
volume, we
may be unable
to generate the
earnings
necessary to
implement our
growth
strategy;

our excess
cash reserves
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and liquid
investment
securities
portfolio may
not be
representative
of our future
cash position;
and

our historical
cost structure
and capital
expenditure
requirements
are not
necessarily
reflective of
our
anticipated
cost structure
and capital
spending as
we continue to
identify
efficiencies
and operate
our organic
banking
platform.

Changes in general business and economic conditions could materially and adversely affect us.

Our business and operations are sensitive to general business and economic conditions in the United States and in our
core markets of Colorado, the greater Kansas City region, New Mexico, Texas and Utah. If the economies in our core
markets, or the U.S. economy more generally, experience worsening economic conditions, including industry-specific
conditions, we could be materially and adversely affected. Weak economic conditions may be characterized by
deflation, fluctuations in debt and equity capital markets, including a lack of liquidity and/or depressed prices in the
secondary market for mortgage loans, increased delinquencies on loans, residential and commercial real estate price
declines and lower home sales and commercial activity, and further or prolonged pressure on energy prices. All of
these factors would be detrimental to our business. Our business is significantly affected by monetary and related
policies of the U.S. federal government, its agencies and
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government-sponsored entities. Changes in any of these policies are influenced by macroeconomic conditions and
other factors that are beyond our control and could have a material adverse effect on us.

Changes in the assumptions underlying our acquisition method of accounting, or other significant accounting
estimates could affect our financial information and have a material adverse effect on us.

A material portion of our financial results is based on, and subject to, significant assumptions and subjective
judgments. As a result of our acquisitions, our financial information is heavily influenced by the application of the
acquisition method of accounting and was heavily influenced in prior periods by loss share accounting. Both
methodologies require us to make complex assumptions, and these assumptions materially affect our financial results.
As such, any financial information generated through the use of the acquisition method of accounting or loss share
accounting is subject to modification or change. If our assumptions are incorrect and we change or modify our
assumptions, it could have a material adverse effect on us or our previously reported results. Additionally, a change in
our accounting estimates, such as our ability to realize deferred tax assets, the need for a valuation allowance or the
recoverability of the goodwill recorded at the time of our acquisitions, could have a material adverse effect on our
financial results.

Our business is highly susceptible to credit risk and fluctuations in the value of real estate and other collateral securing
such credit.

As a lender, we are exposed to the risk that our clients will be unable to repay their loans according to their terms and
that the collateral securing the payment of their loans (if any) may not be sufficient to assure repayment. The risks
inherent in making any loan include risks with respect to the ability of borrowers to repay their loans and, if
applicable, the period of time over which the loan is repaid, risks relating to proper loan underwriting and guidelines,
risks resulting from changes in economic and industry conditions, risks inherent in dealing with individual borrowers
and risks resulting from uncertainties as to the future value of collateral. Similarly, we have credit risk embedded in
our securities portfolio. Our credit standards, procedures and policies may not prevent us from incurring substantial
credit losses. A decline in residential real estate market prices and reduced levels of home sales, could adversely affect
the value of collateral securing mortgage loans resulting in greater charge-offs in future periods, as well as adversely
impact mortgage loan originations and gains on sale of mortgage loans. A decline in commercial real estate values
would likewise adversely affect the value of collateral securing certain commercial loans and result in greater
charge-offs in future periods. Declines in real estate values and home sales volumes, and financial stress on borrowers
as a result of job losses or other factors, could have further adverse effects on borrowers that result in higher
delinquencies and greater charge-offs in future periods, which could materially and adversely affect us.

We depend on our executive officers and key personnel to implement our strategy and could be harmed by the loss of
their services.
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The execution of our strategy depends in large part on the skills of our executive management team and our ability to
motivate and retain these and other key personnel, including key personnel added through mergers and acquisitions.
Accordingly, the loss of service of one or more of our executive officers or key personnel could reduce our ability to
successfully implement our growth strategy and materially and adversely affect us. Our success also depends on the
experience of our banking center managers and relationship managers and on their relationships with the clients and
communities they serve. The loss of these key personnel could negatively impact our banking operations. The loss of
key senior personnel, or the inability to recruit and retain qualified personnel in the future, could have a material
adverse effect on us.

Our allowance for loan losses and fair value adjustments may prove to be insufficient to absorb losses inherent in our
loan or OREO portfolio.

We maintain an allowance for loan losses (“ALL”), which is a reserve established through a provision for loan losses
charged to expense, which we believe is appropriate to provide for probable losses inherent in our loan portfolio. The
amount of this allowance is determined by our management through periodic reviews.

The determination of the appropriate level of the allowance for loan losses inherently involves a high degree of
subjectivity and requires us to make significant estimates of current credit risks and future trends, all of which may
undergo material
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changes. Changes in economic conditions affecting borrowers, new information regarding our loans, identification of
additional problem loans by us and other factors, both within and outside of our control, may require an increase in the
allowance for loan losses. If the real estate markets deteriorate, we expect that we will experience increased
delinquencies and credit losses, particularly with respect to construction, land development and land loans. In
addition, our regulators periodically review our allowance for loan losses and may require an increase in the allowance
for loan losses or the recognition of further loan charge-offs, based on judgments different than those of management.
In addition, if charge-offs in future periods exceed the allowance for loan losses, we will need additional provisions to
increase the allowance for loan losses. Any increases in the allowance for loan losses will result in a decrease in net
income and capital and may have a material adverse effect on us.

We hold and acquire an amount of OREO from time to time, which may lead to volatility in operating expenses and
vulnerability to declines in real property values.

When necessary, we foreclose on and take title to the real estate serving as collateral for our loans as part of our
business. Real estate that we own but do not use in the ordinary course of our operations is referred to as OREO
property. Higher OREO balances as a result of our acquisitions have led to greater expenses as we incur costs to
manage and dispose of the properties. We expect that our earnings will continue to be negatively affected by various
expenses associated with OREOQ, including personnel costs, insurance and taxes, completion and repair costs,
valuation adjustments and other expenses associated with property ownership, as well as by the funding costs
associated with OREO assets. We evaluate OREO properties periodically and write down the carrying value of the
properties if the results of our evaluation require it. The expenses associated with OREO and any further OREO
write-downs could have a material adverse effect on us.

We are subject to environmental liability risk associated with lending activities.

A significant portion of our loan portfolio is secured by real property, and we could become subject to environmental
liabilities with respect to one or more of these properties. During the ordinary course of business, we may foreclose on
and take title to properties securing defaulted loans. There is a risk that hazardous or toxic substances could be found
on these properties, and we may be liable for remediation costs, as well as for personal injury and property damage,
civil fines and criminal penalties regardless of when the hazardous conditions or toxic substances first affected any
particular property. Environmental laws may require us to incur substantial expenses to address unknown liabilities
and may materially reduce the affected property’s value or limit our ability to use or sell the affected property. In
addition, future laws or more stringent interpretations or enforcement policies with respect to existing laws may
increase our exposure to environmental liability. Although we have policies and procedures to perform an
environmental review before initiating any foreclosure action on nonresidential real property, these reviews may not
be sufficient to detect all potential environmental hazards. The remediation costs and any other financial liabilities
associated with an environmental hazard could have a material adverse effect on us.
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The expanding body of federal, state and local regulation of loan servicing, collections or other aspects of our business
may increase the cost of compliance and the risks of noncompliance.

We service the loans held on our balance sheet, and loan servicing is subject to extensive regulation by federal, state
and local governmental authorities as well as to various laws and judicial and administrative decisions imposing
requirements and restrictions on those activities. The volume of new or modified laws and regulations has increased in
recent years and, in addition, some individual municipalities have begun to enact laws that restrict loan servicing
activities including delaying or temporarily preventing foreclosures or forcing the modification of certain mortgages.
If regulators impose new or more restrictive requirements, we may incur additional significant costs to comply with
such requirements which may further adversely affect us. In addition, our failure to comply with these laws and
regulations could possibly lead to: civil and criminal liability; damage to our reputation in the industry; fines and
penalties and litigation, including class action lawsuits; and administrative enforcement actions. Any of these
outcomes could materially and adversely affect us.
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Small Business Administration lending is an important and growing part of our business. Our SBA lending program is
dependent upon the U.S. federal government, and we face specific risks associated with originating SBA loans.

As an approved participant in the SBA Preferred Lender’s Program (an “SBA Preferred Lender”), we enable our clients
to obtain SBA loans without being subject to the potentially lengthy SBA approval process necessary for lenders that
are not SBA Preferred Lenders. The SBA periodically reviews the lending operations of participating lenders to

assess, among other things, whether the lender exhibits prudent risk management. When weaknesses are identified, the
SBA may request corrective actions or impose enforcement actions, including revocation of the lender’s SBA
Preferred Lender status.

If we were to lose our status as an SBA Preferred Lender, we may lose new opportunities, and a limited number of
existing SBA loans, to lenders who are SBA Preferred Lenders. In addition, any changes to the SBA program,
including changes to the level of guarantee provided by the federal government on SBA loans, changes to
program-specific rules impacting volume eligibility under the guaranty program, as well as changes to the program
amounts authorized by Congress, may have a material adverse effect on our SBA lending program. In addition, any
default by the U.S. government on its obligations or any prolonged government shutdown could, among other things,
impede our ability to originate SBA loans or collect on guarantees in the event a borrower defaults on its obligations,
and could materially adversely affect our SBA lending business.

If we violate U.S. Department of Housing and Urban Development (“HUD”) lending requirements or if the federal
government shuts down or otherwise fails to fully fund the federal budget, our commercial FHA origination business
could be adversely affected.

We originate, sell and service loans under FHA insurance programs, and make certifications regarding compliance
with applicable requirements and guidelines. If we were to violate these requirements and guidelines, or other
applicable laws, or if the FHA loans we originate show a high frequency of loan defaults, we could be subject to
monetary penalties and indemnification claims, and could be declared ineligible for FHA programs. Any inability to
engage in our commercial FHA origination and servicing business would lead to a decrease in our net income.

In addition, disagreement over the federal budget has caused the U.S. federal government to shut down for periods of
time in recent years. Federal governmental entities, such as HUD, that rely on funding from the federal budget, could
be adversely affected in the event of a government shutdown, which could have a material adverse effect on our
commercial FHA origination business and our results of operations.

The fair value of our investment securities can fluctuate due to market conditions outside of our control.
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We have historically taken a conservative investment strategy with our securities portfolio, with concentrations of
securities that are primarily backed by government sponsored enterprises. In the future, we may seek to increase yields
through different strategies, which may include a greater percentage of corporate securities and structured credit
products. Factors beyond our control can significantly influence the fair value of securities in our portfolio and can
cause potential adverse changes to the fair value of these securities. These factors include, but are not limited to, rating
agency actions in respect of the securities, defaults by the issuer or with respect to the underlying securities, and
changes in market interest rates and instability in the capital markets. These factors, among others, could cause
other-than-temporary impairments and realized and/or unrealized losses in future periods and declines in other
comprehensive income, which could have a material adverse effect on us. The process for determining whether
impairment of a security is other-than-temporary usually requires complex, subjective judgments about the future
financial performance and liquidity of the issuer and any collateral underlying the security in order to assess the
probability of receiving all contractual principal and interest payments on the security.
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We face significant competition from other financial institutions and financial services providers, which may
materially and adversely affect us.

Consumer and commercial banking is highly competitive. Our markets contain a large number of community and
regional banks as well as a significant presence of the country’s largest commercial banks. We compete with other
state and national financial institutions, including savings and loan associations, savings banks and credit unions, for
deposits and loans. In addition, we compete with financial intermediaries, such as consumer finance companies,
mortgage banking companies, insurance companies, securities firms, mutual funds and several government agencies,
as well as major retailers, in providing various types of loans and other financial services. Some of these competitors
have a long history of successful operations in our markets, greater ties to local businesses and more expansive
banking relationships, as well as better established depositor bases. Some of our competitors also have greater
resources and access to capital and possess an advantage by being capable of maintaining numerous banking locations
in more convenient sites, operating more ATMs and conducting extensive promotional and advertising campaigns or
operating a more developed internet platform. Competitors may also exhibit a greater tolerance for risk and behave
more aggressively with respect to pricing in order to increase their market share. In addition, the effects of
disintermediation can also impact the banking business because of the fast growing body of FinTech companies that
use software to deliver mortgage lending, payment services and other financial services.

Our ability to compete successfully depends on a number of factors, including, among others:

the ability to develop, maintain and build upon long-term client relationships based on quality service, effective
and efficient products and services, high ethical standards and safe and sound assets;

the scope, relevance and pricing of products and services offered to meet client needs and demands;

the rate at which we introduce new products and services relative to our competitors;

the ability to attract and retain highly qualified associates to operate our business;

the ability to expand our market position;

client satisfaction with our level of service;

the ability to invest in new technologies;

the ability to operate our business effectively and efficiently; and

industry and general economic trends.

Failure to perform in any of these areas could significantly weaken our competitive position, which could materially
and adversely affect us.

We may not be able to meet the cash flow requirements of deposit withdrawals and other business needs unless we
maintain sufficient liquidity.
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We require liquidity to make loans and to repay deposit and other liabilities as they become due or are demanded by
clients. We principally depend on checking, savings and money market deposit account balances and other forms of
client deposits as our primary source of funding for our lending activities. As a result of a decline in overall depositor
confidence, an increase in interest rates paid by competitors, general interest rate levels, higher returns being available
to clients on alternative investments and general economic conditions, a substantial number of our clients could
withdraw their bank deposits with us from time to time, resulting in our deposit levels decreasing substantially, and
our cash on hand may not be able to cover such withdrawals and our other business needs, including amounts
necessary to operate and grow our business. This would require us to seek third party funding or other sources of
liquidity, such as asset sales. Our access to third party funding sources, including our ability to raise funds through the
issuance of additional shares of our common stock or other equity or equity-related securities, incurrence of debt, and
federal funds purchased, may be impacted by our financial strength, performance and prospects and may also be
impaired by factors that are not specific to us, such as a disruption in the financial markets or negative views and
expectations about the prospects for the financial services industry, all of which may make potential funding sources
more difficult to access, less reliable and more expensive. We may not have access to third party funding in sufficient
amounts on favorable terms, or the ability to undertake asset sales or access other sources of liquidity, when needed,
or at all, which could materially and adversely affect us.
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Like other financial services institutions, our asset and liability structures are monetary in nature. Such structures are
affected by a variety of factors, including changes in interest rates, which can impact the value of financial instruments
held by us.

Like other financial services institutions, we have asset and liability structures that are essentially monetary in nature
and are directly affected by many factors, including domestic and international economic and political conditions,
broad trends in business and finance, legislation and regulation affecting the national and international business and
financial communities, monetary and fiscal policies, inflation, currency values, market conditions, the availability and
terms (including cost) of short-term or long-term funding and capital, the credit capacity or perceived creditworthiness
of clients and counterparties and the level and volatility of trading markets. Such factors can impact clients and
counterparties of a financial services institution and may impact the value of financial instruments held by a financial
services institution.

Our earnings and cash flows largely depend upon the level of our net interest income, which is the difference between
the interest income we earn on loans, investments and other interest earning assets, and the interest we pay on interest
bearing liabilities, such as deposits and borrowings. Because different types of assets and liabilities may react
differently and at different times to market interest rate changes, changes in interest rates can increase or decrease our
net interest income. When interest-bearing liabilities mature or reprice more quickly than interest earning assets in a
period, an increase in interest rates would reduce net interest income. Similarly, when interest earning assets mature or
reprice more quickly, and because the magnitude of repricing of interest earning assets is often greater than interest
bearing liabilities, falling interest rates would reduce net interest income.

Accordingly, changes in the level of market interest rates affect our net yield on interest earning assets and liabilities,
loan and investment securities portfolios and our overall results. Changes in interest rates may also have a significant
impact on any future loan origination revenues. Historically, there has been an inverse correlation between the demand
for loans and interest rates. Loan origination volume and revenues usually decline during periods of rising or high
interest rates and increase during periods of declining or low interest rates. Changes in interest rates also have a
significant impact on the carrying value of a significant percentage of the assets, both loans and investment securities,
on our balance sheet. We may incur debt in the future and that debt may also be sensitive to interest rates and any
increase in interest rates could materially and adversely affect us. Interest rates are highly sensitive to many factors
beyond our control, including general economic conditions and policies of various governmental and regulatory
agencies, particularly the Federal Reserve. Changes in the Federal Reserve’s interest rate policies or other changes in
monetary policies and economic conditions could materially and adversely affect us.

Reforms to and uncertainty regarding LIBOR and certain other indices may adversely affect our business.

The U.K. Financial Conduct Authority announced in July 2017 that it will no longer persuade or require banks to
submit rates for LIBOR after 2021. This announcement, in conjunction with financial benchmark reforms more
generally and changes in the interbank lending markets, have resulted in uncertainty about the future of LIBOR and
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certain other rates or indices that are used as interest rate “benchmarks.” These actions and uncertainties may have the
effect of triggering future changes in the rules or methodologies used to calculate benchmarks or lead to the
discontinuance or unavailability of benchmarks. Uncertainty as to the nature and effect of such reforms and actions,
and the potential or actual discontinuance of benchmark quotes, may adversely affect our financial condition or results
of operations, including the value of, return on and trading market for our financial assets and liabilities that are based
on or are linked to benchmarks, including any LIBOR-based securities, loans and derivatives. Furthermore, there can
be no assurances that we and other market participants will be adequately prepared for an actual discontinuation of
benchmarks, including LIBOR, that may have an unpredictable impact on contractual mechanics (including, but not
limited to, interest rates to be paid to or by us), which may also result in adversely affecting our financial condition or
results of operations.

We are dependent on our information technology and telecommunications systems and third-party providers, and
systems failures or interruptions could have a material adverse effect on us.

Our business is highly dependent on the successful and uninterrupted functioning of our information technology and
telecommunications systems and third-party providers. We outsource many of our major systems, such as data
processing, loan servicing and deposit processing systems. The failure of these systems, or the termination of a
third-party software
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license or service agreement on which any of these systems is based, could interrupt our operations. Because our
information technology and telecommunications systems interface with and depend on third-party systems, we could
experience service denials if demand for such services exceeds capacity or such third-party systems fail or experience
interruptions. If significant, sustained or repeated, a system failure or service denial could compromise our ability to
operate effectively, damage our reputation, result in a loss of client business, and/or subject us to additional regulatory
scrutiny and possible financial liability, any of which could have a material adverse effect on us.

A failure in or breach of our security systems or infrastructure, or those of our third-party providers, could result in
financial losses to us or in the disclosure or misuse of confidential or proprietary information, including client
information, and could have a material adverse effect on us, or noncompliance with evolving privacy and data
protection laws could have a material adverse effect on us.

As a financial institution, we may be the target of fraudulent activity that may result in financial losses to us or our
clients, privacy breaches against our clients or damage to our reputation. Such fraudulent activity may take many
forms, including check fraud, electronic fraud, wire fraud, phishing, unauthorized intrusion into or use of our systems,
ATM skimming or jackpotting, and other dishonest acts. We provide our clients with the ability to bank remotely,
including via online, mobile and phone. The secure transmission of confidential information over the internet and
other remote channels is a critical element of remote banking.

Our network could be vulnerable to unauthorized access, computer viruses, phishing schemes, ransomware and other
security breaches. We may be required to spend significant capital and other resources to protect against the threat of
security breaches and computer viruses, or to alleviate problems caused by security breaches or viruses. Given the
increasingly high volume of our transactions, certain errors may be repeated or compounded before they can be
discovered and rectified. To the extent that our activities or the activities of our clients involve the storage and
transmission of confidential information, security breaches and viruses could expose us to reputational damage,
claims, regulatory scrutiny, litigation and other possible liabilities. Any inability to prevent security breaches or
computer viruses could also cause existing clients to lose confidence in our systems and could materially and
adversely affect us. Our risk and exposure to these matters remains heightened because of the evolving nature and
complexity of the threats from organized cybercriminals and hackers, and our plans to continue to provide digital
banking products and services to our clients.

Information security risks for financial institutions like us have increased recently in part because of new technologies,
the use of the internet and telecommunications technologies (including mobile devices) to conduct financial and other
business transactions and the increased sophistication and activities of organized crime, perpetrators of fraud, hackers,
terrorists and others. In addition to cyber-attacks or other security breaches involving the theft of sensitive and
confidential information, hackers have engaged in attacks against large financial institutions, particularly denial of
service attacks, that are designed to disrupt key business services, such as client-facing web sites. We are not able to
anticipate or implement effective preventive measures against all security breaches of these types, especially because
the techniques used change frequently and because attacks can originate from a wide variety of sources. We employ
detection and response mechanisms designed to contain and mitigate security incidents, but early detection may be
thwarted by sophisticated attacks and malware designed to avoid detection.
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We also face risks related to cyber-attacks and other security breaches in connection with credit or debit card,
including ATM-related, transactions that typically involve the transmission of sensitive information regarding our
clients through various third parties, including merchant acquiring banks, payment processors, payment card networks
(e.g., Visa, MasterCard) and our processors. Some of these parties have in the past been the target of security breaches
and cyber-attacks, and because the transactions involve third parties and environments such as the point of sale that
we do not control or secure, future security breaches or cyber-attacks affecting any of these third parties could impact
us through no fault of our own, and in some cases we may have exposure and suffer losses for breaches or attacks
relating to them. We also rely on numerous other third party service providers to conduct other aspects of our business
operations and face similar risks relating to them. While we regularly conduct security assessments on these third
parties, we cannot be sure that their information security protocols are sufficient to withstand a cyber-attack or other
security breach.
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Our growth and expansion may also subject us to evolving laws and regulations regarding privacy and data
protections, including the EU General Data Protection Regulation (“GDPR”) and the California Consumer Privacy Act
of 2018. It is possible that these laws may be interpreted and applied by various jurisdictions in a manner inconsistent
with our current or future practices, or that is inconsistent with one another. If personal, confidential or proprietary
information of customers or clients in our possession is mishandled or misused, we may face regulatory, reputational
and operational risks which could have an adverse effect on our financial condition and results of operations.

The value of our mortgage servicing rights can decline during periods of falling interest rates, and we may be required
to take a charge against earnings for the decreased value.

A mortgage servicing right (“MSR”) is the right to service a mortgage loan for a fee. We capitalize MSRs when we
originate mortgage loans and retain the servicing rights after we sell the loans. We carry MSRs at the lower of
amortized cost or estimated fair value. Fair value is the present value of estimated future net servicing income,
calculated based on a number of variables, including assumptions about the likelihood of prepayment by borrowers.
Changes in interest rates can affect prepayment assumptions. When interest rates fall, borrowers are more likely to
prepay their mortgage loans by refinancing them at a lower rate. As the likelihood of prepayment increases, the fair
value of our MSRs can decrease. Each quarter we evaluate our MSRs for impairment based on the difference between
the carrying amount and fair value, and, if a temporary impairment exists, we establish a valuation allowance through
a charge that negatively affects our earnings.

We may be required to repurchase mortgage loans or reimburse investors and others as a result of breaches in
contractual representations and warranties.

We sell residential mortgage loans to various parties, including GSEs and other financial institutions that purchase
mortgage loans for investment or private label securitization. The agreements under which we sell mortgage loans and
the insurance or guaranty agreements with the FHA and VA contain various representations and warranties regarding
the origination and characteristics of the mortgage loans, including ownership of the loan, compliance with loan
criteria set forth in the applicable agreement, validity of the lien securing the loan, absence of delinquent taxes or liens
against the property securing the loan, and compliance with applicable origination laws. We may be required to
repurchase mortgage loans, indemnify the investor or insurer, or reimburse the investor or insurer for credit losses
incurred on loans in the event of a breach of contractual representations or warranties that is not remedied within a
period (usually 90 days or less) after we receive notice of the breach. Contracts for mortgage loan sales to the GSEs
include various types of specific remedies and penalties that could be applied to inadequate responses to repurchase
requests. Similarly, the agreements under which we sell mortgage loans require us to deliver various documents to the
investor, and we may be obligated to repurchase any mortgage loan as to which the required documents are not
delivered or are defective. We establish a mortgage repurchase liability related to the various representations and
warranties that reflect management's estimate of losses for loans which we have a repurchase obligation. Our
mortgage repurchase liability represents management's best estimate of the probable loss that we may expect to incur
for the representations and warranties in the contractual provisions of our sales of mortgage loans. Because the level
of mortgage loan repurchase losses depends upon economic factors, investor demand strategies and other external
conditions that may change over the life of the underlying loans, the level of the liability for mortgage loan repurchase
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losses is difficult to estimate and requires considerable management judgment. If economic conditions and the
housing market deteriorate or future investor repurchase demand and our success at appealing repurchase requests
differ from past experience, we could experience increased repurchase obligations and increased loss severity on
repurchases, requiring additions to the repurchase liability.

The required accounting treatment of loans we acquire through acquisitions, including purchase credit impaired loans,
could result in higher net interest margins and interest income in current periods and lower net interest margins and
interest income in future periods.

Under U.S. GAAP, we are required to record loans acquired through acquisitions, including purchase credit impaired
loans, at fair value. Estimating the fair value of such loans requires management to make estimates based on available
information, facts, and circumstances on the acquisition date. Any discount, which is the excess of the amount of
reasonably estimable and probable discounted future cash collections over the purchase price, is accreted into interest
income over the weighted average remaining contractual life of the loans. Therefore, our net interest margins may
initially increase due to the discount accretion. We expect the yields on the total loan portfolio will decline as our
acquired loan portfolios pay down or mature and the corresponding accretion of the discount decreases. We expect
downward pressure on our interest income to the extent that the
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runoff of our acquired loan portfolios is not replaced with comparable high-yielding loans. This could result in higher
net interest margins and interest income in current periods and lower net interest margins and interest income in future
periods.

We have recorded goodwill as a result of acquisitions that can significantly affect our earnings if it becomes impaired.

Under current accounting standards, goodwill is not amortized but, instead, is subject to impairment tests on at least an
annual basis or more frequently if an event occurs or circumstances change that reduce the fair value of a reporting
unit below its carrying value.

Risks Relating to our Growth Strategy

We may not be able to effectively manage our growth or other expansionary activity.

Our expansionary activity, whether through de novo branching, acquisitions or organic growth has placed, and it may
continue to place, significant demands on our operations and management. The success of our expansionary activity is
dependent upon our ability to:

continue to
implement
and improve
our
operational,
credit,
financial,
legal,
management
and other
internal risk
controls and
processes and
our reporting
systems and
procedures in
order to
manage a
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growing
number of
client
relationships;
scale our
technology
platform;
integrate our
acquisitions
and develop
consistent
policies
throughout
the various
lines of
businesses;
attract and
retain the
client base;
and

attract and
retain
management
talent.

We may not successfully implement improvements to, or integrate, our management information and control systems,
procedures and processes in an efficient or timely manner and may discover deficiencies in existing systems and
controls. In particular, our controls and procedures must be able to accommodate an increase in loan volume in
various markets and the infrastructure that comes with new banking centers and banks. Thus, our growth strategy may
divert management from our existing franchises and may require us to incur additional expenditures to expand our
administrative and operational infrastructure and, if we are unable to effectively manage and grow our financial
services franchise, we could be materially and adversely affected. In addition, if we are unable to manage future
expansion in our operations, we may experience compliance and operational problems, have to slow the pace of
growth, or have to incur additional expenditures beyond current projections to support such growth, any one of which
could materially and adversely affect us.

Our acquisitions generally will require regulatory approvals, and failure to obtain them would restrict our growth.

We intend to complement and expand our business by pursuing strategic acquisitions of financial services
franchises. Generally, any acquisition of target financial institutions, banking centers or other banking assets by us
will require approval by, and cooperation from, a number of governmental regulatory agencies, including the Federal
Reserve and Colorado Division of Banking. In acting on applications, our banking regulators consider, among other
factors:
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the effect of the acquisition on competition;

the financial condition, liquidity, results of operations, capital levels and future prospects of the applicant and the
bank(s) involved;

the quantity and complexity of previously consummated acquisitions;

the managerial resources of the applicant and the bank(s) involved;

the convenience and needs of the community, including the record of performance under the Community
Reinvestment Act (which we refer to as the “CRA”); and

the effectiveness of the applicant in combating money laundering activities.

Such regulators could deny our application based on the above criteria or other considerations, which would restrict
our growth, or the regulatory approvals may not be granted on terms that are acceptable to us. For example, we could
be required
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to sell banking centers as a condition to receiving regulatory approvals, and such a condition may not be acceptable to
us or may reduce the benefit of any acquisition. In addition, prior to the submission of an application our regulators
could discourage us from pursuing strategic acquisitions or indicate that regulatory approvals may not be granted on
terms that would be acceptable to us, which could have the same effect of restricting our growth or reducing the
benefit of any acquisitions.

The success of future transactions will depend on our ability to successfully identify and consummate acquisitions of
financial services franchises that meet our investment objectives. Because of the intense competition for acquisition
opportunities and the limited number of potential targets, we may not be able to successfully consummate acquisitions
on attractive terms.

There are significant risks associated with our strategy to identify and successfully consummate acquisitions. There
are a limited number of acquisition opportunities, and we expect to encounter intense competition from other banking
organizations competing for acquisitions and also from other investment funds and entities looking to acquire
financial institutions and financial services franchises. Many of these entities are well established and have extensive
experience in identifying and consummating acquisitions directly or through affiliates. Many of these competitors
possess ongoing banking operations with greater financial, technical, human and other resources and access to capital
than we do, which could limit the acquisition opportunities we pursue. Our competitors may be able to achieve greater
cost savings, through consolidating operations or otherwise, than we could. These competitive limitations give others
an advantage in pursuing certain acquisitions. In addition, increased competition may drive up the prices for the
acquisitions we pursue and make the other acquisition terms more onerous, which would make the identification and
successful consummation of those acquisitions less attractive to us. Competitors may be willing to pay more for
acquisitions than we believe are justified, which could result in us having to pay more for them than we prefer or to
forego the opportunity. The trading price of our common stock and of the stock of other potential acquirers may affect
our ability to offer a competitive price for acquisitions where stock is proposed as acquisition consideration. As a
result of the foregoing, we may be unable to successfully identify and consummate acquisitions on attractive terms, or
at all, that are necessary to grow our business.

To the extent that we are unable to identify and consummate attractive acquisitions, or continue to increase loans
through organic loan growth, we may be unable to successfully implement our growth strategy, which could
materially and adversely affect us.

We intend to continue to grow our business through strategic acquisitions of financial services franchises coupled with
organic loan growth. Previous availability of attractive acquisition targets may not be indicative of future acquisition
opportunities, and we may be unable to identify any acquisition targets that meet our investment objectives. As our
acquired loan portfolio, which generally produces higher yields than our originated loans due to loan discounts and
accretable yield, is paid down, we expect downward pressure on our income to the extent that the runoff is not
replaced with other high-yielding loans. As a result of the foregoing, if we are unable to replace loans in our existing
portfolio with comparable high-yielding loans, we could be materially and adversely affected. We could also be
materially and adversely affected if we choose to pursue riskier higher-yielding loans that fail to perform.
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Projected operating results for businesses acquired by us may be inaccurate and may vary significantly from actual
results. To the extent that we make acquisitions that involve distressed assets, we may not be able to realize the value
we predict from these assets or make sufficient provision for future losses in the value of, or accurately estimate the
future writedowns to be taken in respect of, these assets.

We will generally establish the pricing of transactions and the capital structure of financial services franchises to be
acquired by us on the basis of financial projections for such financial services franchises. In general, projected
operating results will be based on the judgment of our management team. In all cases, projections are only estimates
of future results that are based upon assumptions made at the time that the projections are developed and the projected
results may vary significantly from actual results. General economic, political and market conditions can have a
material adverse impact on the reliability of such projections. In the event that the projections made in connection with
our acquisitions, or future projections with respect to new acquisitions, are not accurate, such inaccuracies could
materially and adversely affect us.

Delinquencies and losses in the loan portfolios and other assets we acquire may exceed our initial forecasts developed
during our due diligence investigation prior to their acquisition and, thus, produce lower returns than we believed our
purchase price
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supported. Furthermore, our due diligence investigation may not reveal all material issues. If, during the diligence
process, we fail to identify all relevant issues related to an acquisition, we may be forced to later write down or write
off assets, restructure our operations, or incur impairment or other charges that could result in significant losses. Any
of these events could materially and adversely affect us. Economic conditions may create an uncertain environment
with respect to asset valuations and there is no certainty that we will be able to sell assets or institutions after we
acquire them if we determine it would be in our best interests to do so. In addition, there may be limited liquidity for
certain asset classes we hold, including commercial real estate and construction and development loans. Any of the
foregoing matters could materially and adversely affect us.

We face additional risks due to our increased mortgage banking activities that could negatively impact net income and
profitability.

We sell substantially all of the mortgage loans that we originate. The sale of these loans generates non-interest income
and can be a source of liquidity for the Bank. Disruption in the secondary market for residential mortgage loans as
well as declines in real estate values could result in one or more of the following:

our inability to sell mortgage loans on the secondary market, which could negatively impact our liquidity
position;

declines in real estate values could decrease the potential of mortgage originations, which could negatively
impact our earnings;

if it is determined that loans were made in breach of our representations and warranties to the secondary market,
we could incur losses associated with the loans;

increased compliance requirements could result in higher compliance costs, higher foreclosure proceedings or
lower loan origination volume, all which could negatively impact future earnings; and

arise in interest rates could cause a decline in mortgage originations, which could negatively impact our
earnings.

Our use of appraisals in deciding whether to make loans secured by real property does not ensure that the value of the
real property collateral will be sufficient to repay our loans.

In considering whether to make a loan secured by real property, we require an appraisal of the property. However, an
appraisal is only an estimate of the value of the property at the time the appraisal is made and requires the exercise of
a considerable degree of judgment. If the appraisal does not accurately reflect the amount that may be obtained upon
sale or foreclosure of the property, whether due to a decline in property value after the date of the original appraisal or
defective preparation of the appraisal, we may not realize an amount equal to the indebtedness secured by the property
and as a result, we may suffer losses.
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The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 continues to materially affect our
business.

The key effects of the Dodd-Frank Act on our business are:

changes to
regulatory
capital
requirements;
creation of
new
government
regulatory
agencies
(such as the
Financial
Stability
Oversight
Council,
which
oversees
systemic risk,
and the
Consumer
Financial
Protection
Bureau, which
develops and
enforces rules
for bank and
non-bank
providers of
consumer
financial
products);
potential
limitations on
federal
preemption;
changes to
deposit
insurance



assessments;
regulation of
debit
interchange
fees we earn;
changes in
retail banking
regulations,
including
potential
limitations on
certain fees
we may
charge; and
changes in
regulation of
consumer
mortgage loan
origination
and risk
retention.
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Several provisions still require regulations to be promulgated by various federal agencies in order to be implemented,

some of which have been proposed by the applicable federal agencies. The changes resulting from the Dodd-Frank

Act have limited our business activities, required changes to certain of our business practices, imposed upon us more
stringent capital,
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liquidity and leverage requirements or otherwise materially and may continue to adversely affect us. Failure to comply
with the requirements could also materially and adversely affect us. Furthermore, additional uncertainties surrounding
the Dodd-Frank Act, its implementation, and enforcement persist as a result of the current presidential administration.

Any changes in the laws or regulations or their interpretations could be materially adverse to investors in our common
stock.

We operate in a highly regulated environment and the laws and regulations that govern our operations, corporate
governance, executive compensation and accounting principles, or changes in them, or our failure to comply with
them, could materially and adversely affect us.

We are subject to extensive regulation, supervision, and legislation by federal and state regulators and bodies that
govern almost all aspects of our operations. Intended to protect clients, depositors and the DIF, these laws and
regulations, among other matters, prescribe minimum capital requirements, impose limitations on the business
activities in which we can engage (including foreclosure and collection practices), limit the dividends or distributions
that we can pay, restrict the ability of institutions to guarantee our debt, and impose certain specific accounting
requirements on us that may be more restrictive and may result in greater or earlier charges to earnings or reductions
in our capital than GAAP. Compliance with laws and regulations can be difficult and costly, and changes to laws and
regulations often impose additional compliance costs. Our failure to comply with these laws and regulations, even if
the failure follows good faith effort or reflects a difference in interpretation, could subject us to restrictions on our
business activities, fines and other penalties, any of which could materially and adversely affect us. Further, any new
laws, rules and regulations could make compliance more difficult or expensive and also materially and adversely
affect us.

The FDIC’s restoration plan for the DIF and any related increased assessment rates could materially and adversely
affect us.

The FDIC insures deposits at FDIC-insured depository institutions, such as our subsidiary bank, up to applicable
limits. The amount of a particular institution’s deposit insurance assessment is based on that institution’s risk
classification under an FDIC risk-based assessment system. An institution’s risk classification is assigned based on its
capital levels and the level of supervisory concern the institution poses to its regulators. If current assessments
imposed by the FDIC are insufficient for the DIF to meet its funding requirements, there may need to be further
special assessments or increases in deposit insurance premiums. We are generally unable to control the amount of
premiums that we are required to pay for FDIC insurance. Any future additional assessments, increases or required
prepayments in FDIC insurance premiums may materially and adversely affect us, including by reducing our
profitability or limiting our ability to pursue certain business opportunities.

Federal and state banking agencies periodically conduct examinations of our business, including compliance with laws
and regulations, and our failure to comply with any supervisory actions to which we become subject as a result of such
examinations could materially and adversely affect us.
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Federal and state banking agencies periodically conduct examinations of our business, including compliance with laws
and regulations. If, as a result of an examination, a federal or state banking agency were to determine that the financial
condition, capital resources, asset quality, earnings prospects, management, liquidity or other aspects of any of our
operations had become unsatisfactory, or that we or our management was in violation of any law or regulation, it may
take a number of different remedial actions as it deems appropriate. These actions include the power to enjoin “unsafe
or unsound” practices, to require affirmative actions to correct any conditions resulting from any violation or practice,
to issue an administrative order that can be judicially enforced, to direct an increase in our capital, to restrict our
growth, to assess civil monetary penalties against our officers or directors, to remove officers and directors and, if it is
concluded that such conditions cannot be corrected or there is an imminent risk of loss to depositors, to terminate our
deposit insurance. If we become subject to such regulatory actions, we could be materially and adversely affected.
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We are subject to the Community Reinvestment Act and fair lending laws, and failure to comply with these laws
could lead to a wide variety of sanctions.

The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations impose
nondiscriminatory lending requirements on financial institutions. The Department of Justice and other federal
agencies are responsible for enforcing these laws and regulations. A successful challenge to an institution’s
performance under the CRA or fair lending laws and regulations could result in a wide variety of sanctions, including
damages and civil money penalties, injunctive relief, restrictions on mergers and acquisitions activity, and restrictions
on expansion activity. Private parties may also have the ability to challenge an institution’s performance under fair
lending laws in private class action litigation.

The Federal Reserve may require us to commit capital resources to support our subsidiary bank.

As a matter of policy, the Federal Reserve, which examines us and our subsidiaries, expects a bank holding company
to act as a source of financial and managerial strength to a subsidiary bank and to commit resources to support such
subsidiary bank. Under the “source of strength” doctrine, the Federal Reserve may require a bank holding company to
make capital injections into a troubled subsidiary bank and may charge the bank holding company with engaging in
unsafe and unsound practices for failure to commit resources to such a subsidiary bank. In addition, the Dodd-Frank
Act directs the federal bank regulators to require that all companies that directly or indirectly control an insured
depository institution serve as a source of strength for the institution. Under this requirement, we could be required to
provide financial assistance to our subsidiary bank should our subsidiary bank experience financial distress.

A capital injection may be required at times when we do not have the resources to provide it and therefore we may be
required to borrow the funds or raise additional equity capital from third parties. Any loans by a holding company to
its subsidiary bank are subordinate in right of payment to deposits and to certain other indebtedness of the subsidiary
bank. In the event of a bank holding company’s bankruptcy, the bankruptcy trustee will assume any commitment by
the holding company to a federal bank regulatory agency to maintain the capital of a subsidiary bank. Moreover,
bankruptcy law provides that claims based on any such commitment will be entitled to a priority of payment over the
claims of the holding company’s general unsecured creditors, including the holders of its indebtedness. Any financing
that must be done by the holding company in order to make the required capital injection may be difficult and
expensive and may not be available on attractive terms, or at all, which likely would have a material adverse effect on
us.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money laundering
statutes and regulations.
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The federal Bank Secrecy Act, the USA PATRIOT Act and other laws and regulations require financial institutions,
among other duties, to institute and maintain an effective anti-money laundering program and file suspicious activity
and currency transaction reports as appropriate. The federal Financial Crimes Enforcement Network, established by
the U.S. Treasury Department to administer the Bank Secrecy Act, is authorized to impose significant civil money
penalties for violations of those requirements, and engages in coordinated enforcement efforts with the individual
federal banking regulators, as well as the Department of Justice, Drug Enforcement Administration, and Internal
Revenue Service. There is also increased scrutiny of compliance with the rules enforced by the Office of Foreign
Assets Control. If our policies, procedures and systems are deemed deficient or the policies, procedures and systems
of the financial institutions that we may acquire in the future are deficient, we would be subject to liability, including
fines and regulatory actions (such as restrictions on our ability to pay dividends and the necessity to obtain regulatory
approvals to proceed with certain aspects of our business plan, including our acquisition plans), which could
materially and adversely affect us. Failure to maintain and implement adequate programs to combat money laundering
and terrorist financing could also have serious reputational consequences for us.

Federal, state and local consumer lending laws may restrict our ability to originate certain mortgage loans or increase
our risk of liability with respect to such loans and could increase our cost of doing business.

Federal, state and local laws have been adopted that are intended to eliminate certain lending practices considered
“predatory.” These laws prohibit practices such as steering borrowers away from more affordable products, selling
unnecessary insurance to borrowers, repeatedly refinancing loans and making loans without a reasonable expectation
that the borrowers will be able to repay the loans irrespective of the value of the underlying property. It is our policy
not to make
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predatory loans, but these laws create the potential for liability with respect to our lending and loan investment
activities. They increase our cost of doing business and, ultimately, may prevent us from making certain loans and
cause us to reduce the average percentage rate or the points and fees on loans that we do make.

Our ability to pay dividends is subject to regulatory limitations and our bank subsidiary’s ability to pay dividends to us
is also subject to regulatory limitations.

Our ability to declare and pay dividends depends both on the ability of our bank subsidiary to pay dividends to us and
on certain federal regulatory considerations, including the guidelines of the Federal Reserve regarding capital
adequacy and dividends. Because we are a separate legal entity from our bank subsidiary and we do not have
significant operations of our own, any dividends paid by us to our shareholders would have to be paid from funds at
the holding company level that are legally available therefor. However, as a bank holding company, we are subject to
general regulatory restrictions on the payment of cash dividends. Federal bank regulatory agencies have the authority
to prohibit bank holding companies from engaging in unsafe or unsound practices in conducting their business, which
depending on the financial condition and liquidity of the holding company at the time, could include the payment of
dividends. Additionally, various federal and state statutory provisions limit the amount of dividends that our bank
subsidiary can pay to us as its holding company without regulatory approval. Finally, holders of our common stock
are only entitled to receive such dividends as our board of directors mays, in its unilateral discretion, declare out of
funds legally available for such purpose based on a variety of considerations, including, without limitation, our
historical and projected financial condition, liquidity and results of operations, capital levels, tax considerations,
statutory and regulatory prohibitions and other limitations, general economic conditions and other factors deemed
relevant by our board of directors. Accordingly, we may not pay the amount of dividends referenced in our current
intention above, or any dividends at all, to our shareholders in the future.

Tax legislation initiatives or challenges to our tax positions could adversely affect our results of operations and
financial condition.

We operate in multiple jurisdictions and we are subject to tax laws and regulations of the U.S. federal, state and local
governments. From time to time, legislative initiatives may be adopted, such as the recent tax reform in the United
States, which may impact our effective tax rate and could adversely affect our deferred tax assets, tax positions and/or
our tax liabilities. In addition, U.S. federal, state and local tax laws and regulations are extremely complex and subject
to varying interpretations. There can be no assurance that our historical tax positions will not be challenged by
relevant tax authorities or that we would be successful in defending our positions in connection with any such
challenge.

Item 1B. UNRESOLVED STAFF COMMENTS.
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None

Item2.  PROPERTIES.

Our principal executive offices are located in the Denver Tech Center area immediately south of Denver, Colorado.
We also have approximately 70,000 square feet of office and operations space in Kansas City, Missouri. At December
31, 2018, we operated 50 banking centers in Colorado, 46 in Kansas and Missouri, six in New Mexico and two in
Texas. Of these banking centers, 31 locations were leased and 73 were owned.

Item 3. LEGAL PROCEEDINGS.

From time to time, we are a party to various litigation matters incidental to the conduct of our business. We are not
presently party to any legal proceedings the resolution of which we believe would have a material adverse effect on
our business, prospects, financial condition, results of operations or liquidity.

Item4.  MINE SAFETY DISCLOSURES.

None.
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PART II

Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED SHAREHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

Market for Registrant’s Common Equity

Shares of the Company’s common stock began trading on the New York Stock Exchange (“NYSE”) under the symbol
“NBHC”. The following table presents the cash dividends paid for the periods indicated:

Quarter 2018 2017
Fourth $0.17 $ 0.09

Third 0.14 0.09
Second 0.14 0.09
First 0.09 0.07

Total $054 $034

In October 2012, the Company commenced the payment of a $0.05 per share quarterly cash dividend to holders of its
common stock. As of December 31, 2018, the quarterly cash dividend was $0.17 per share, representing a cumulative
increase of 240% within six years.
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Performance Graph

The following graph presents a comparison of the Company’s performance to the indices named below. It assumes
$100 invested on December 31, 2013, with dividends invested on a total return basis.

Period Ending
Index 12/31/13 12/31/14 12/31/15 12/31/16 12/31/17 12/31/18
NBHC 100.00 10431 116.00 174.77 179.62 173.45
KBW Regional Banking Index 100.00 150.39 159.41 221.77 225.78 186.30
Russell 2000 Index 100.00 145.62 139.19 168.81 193.50 172.16

The following table sets forth information about our repurchases of our common stock during the fourth quarter of
2018:

Maximum number

Total number of (or approximate dollar
shares (or units) value) of shares (or
Total number Average purchased as part of  units) that may yet be
of shares (or price paid per  publicly announced purchased under the
Period units) purchased share (or unit)  plans or programs plans or programs (2)
October 1 - October 31, —
2018(1) 3,514 $ 3458 $ 12,562,825
Total 3,514 $ 3458 — $ 12,562,825
1 These shares represent shares purchased other than through publicly announced plans and were purchased

pursuant to the Company’s stock incentive plans. Pursuant to the plans, shares were purchased from plan
participants at the then current market value in satisfaction of stock option exercise prices, settlements of
restricted stock and tax withholdings.

2) On August 5, 2016, the Company’s Board of Directors authorized the repurchase of up to an additional $50.0
million of common stock. Under this authorization, $12,562,825 remained available for purchase at December
31, 2018.
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Securities Authorized for Issuance under Equity Compensation Plans

During the second quarter of 2014, shareholders approved the 2014 Omnibus Incentive Plan (the “2014 Plan”). Under
the 2014 Plan, the Compensation Committee of the Board of Directors has the authority to grant, from time to time,
awards of options, stock appreciation rights, restricted stock, restricted stock units, performance units, other
stock-based awards, or any combination thereof to eligible persons. As of December 31, 2018, the aggregate number
of Company common stock available for issuance under the 2014 Plan was 5,254,682 shares.

During the second quarter of 2015, shareholders approved the Company’s 2014 Employee Stock Purchase Plan
(“ESPP”). The ESPP allows employees to purchase shares of common stock through payroll deductions up to a limit of
$25,000 per calendar year or 2,000 shares per offering period. The price an employee pays for shares is 90.0% of the
fair market value of Company common stock on the last day of the offering period. As of December 31, 2018, the
aggregate number of Company common stock available for issuance under the ESPP was 342,644 shares.

See note 16 to the consolidated financial statements for further detail related to these equity compensation plans.

Number of
Number of securities to
be Weighted-average securities remaining
issued upon exercise of exercise price of available for future
outstanding
outstanding options, options, issuance under equity
warrants and
Plan Category warrants and rights rights compensation plans
Equity plans approved by security holders 1,264,876 $ 2233 5,597,326
Equity plans not approved by security
holders — — —
Total 1,264,876 $ 2233 5,597,326

Item 6. SELECTED FINANCIAL DATA.

The following table sets forth summary selected historical financial information as of and for the five years ended
December 31, 2018. The summary selected historical consolidated financial information set forth below is derived
from our audited consolidated financial statements.
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The summary of selected historical consolidated financial data set forth below is derived from our audited
consolidated financial statements and should be read together with the related notes thereto as well as “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this annual report.
Such information is not necessarily indicative of anticipated future results. All amounts are presented in thousands,
except share data, or as otherwise noted.
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Summary of Selected Historical Consolidated Financial Data

Consolidated Statements
of Financial Condition
Data:

Cash and cash equivalents
Investment securities
available-for-sale (at fair
value)

Investment securities
held-to-maturity
Non-marketable securities
Loans (1)

Allowance for loan losses
Loans, net

Loans held for sale

FDIC indemnification
asset, net

Other real estate owned
Premises and equipment,
net

Goodwill and other
intangible assets, net
Other assets

Total assets

Deposits

Other liabilities

December 31,
2018

$ 109,556

791,102

235,398
27,555
4,092,308
(35,692)
4,056,616
48,120

10,596
109,986

128,497
159,240
$ 5,676,666
$ 4,535,621
446,039

December 31,
2017

$ 257,364

855,345

258,730
15,030
3,178,947
(31,264)
3,147,683
4,629

10,491
93,708

61,237
139,248

$ 4,843,465
$ 3,979,559

331,499

December 31,
2016

$ 152,736

884,232

332,505
14,949
2,860,921
(29,174)
2,831,747
24,187

15,662
95,671

66,579
154,778

$ 4,573,046
$ 3,868,649
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December 31,
2015

$ 166,092

1,157,246

427,503
22,529
2,587,673
(27,119)
2,560,554
13,292

20,814
103,103

72,059
140,716

$ 4,683,908
$ 3,840,677

December 31,
2014

$ 256,979

1,479,214

530,590
27,045
2,162,409
(17,613)
2,144,796
5,146

39,082
29,120

106,341

76,513
124,820

$ 4,819,646
$ 3,766,188
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