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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

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

For the period ended September 30, 2014
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from ____to

Commission file number: 001-35913

TRISTATE CAPITAL HOLDINGS, INC.
(Exact name of registrant as specified in its charter)

Pennsylvania 20-4929029

(State. or cher jurisdiction of incorporation or (LR.S. Employer Identification No.)
organization)

One Oxford Centre

301 Grant Street, Suite 2700

Pittsburgh, Pennsylvania 15219

(Address of principal executive offices)

(Zip Code)

(412) 304-0304

(Registrant's telephone number, including area code)

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

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer - Accelerated filer y
Non-accelerated filer " (Do not check if a smaller reporting company) Smaller reporting company
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes y No

As of October 15, 2014, there were 28,712,779 shares of the registrant's common stock, no par value, outstanding.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(Dollars in thousands) September 30,

ASSETS

Cash

Interest-earning deposits with other institutions

Federal funds sold

Cash and cash equivalents

Investment securities available-for-sale, at fair value (cost: $178,200 and $204,907,

respectively)

Investment securities held-to-maturity, at cost (fair value: $47,398 and $24,457,

respectively)

Total investment securities

Loans held-for-investment
Allowance for loan losses

Loans receivable, net

Accrued interest receivable
Investment management fees receivable
Federal Home Loan Bank stock
Goodwill and other intangibles, net
Office properties and equipment, net
Bank owned life insurance

Deferred tax asset, net

Prepaid expenses and other assets

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Liabilities:
Deposits
Borrowings

Accrued interest payable on deposits and borrowings
Other accrued expenses and other liabilities
Total liabilities

Shareholders’ Equity:

Common stock, no par value; 45,000,000 shares authorized; 28,712,779 shares
issued and outstanding and 28,690,279 shares issued and outstanding, respectively
Additional paid-in capital

Retained earnings

Accumulated other comprehensive income (loss), net

Total shareholders’ equity
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2014

$996
93,398
4,739
99,133

178,385

47,124

225,509
2,296,507
(22,376
2,274,131
6,113
6,387
7,854
52,719
4,181
52,923
10,744
14,599
$2,754,293

$2,244,324
165,000
618

36,992
2,446,934

280,895

9,020
17,523
(79
307,359

December 31,

2013

$947
139,799
5,812
146,558

202,581

25,263

227,844
1,860,775
) (18,996
1,841,779
6,180

2,336
4,275
41,882
10,595
9,060
$2,290,509

$1,961,705
20,000

521

14,338
1,996,564

280,531

8,471
6,687

) (1,744
293,945

)

)
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Total liabilities and shareholders’ equity $2,754,293 $2,290,509

See accompanying notes to unaudited condensed consolidated financial statements.
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TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCOME

Three Months Ended September Nine Months Ended September 30,

30,
(Dollars in thousands, except per share data) 2014 2013 2014 2013
Interest income:
Loans $18,769 $17,252 $54,277 $50,807
Investments 797 1,002 2,263 2,709
Interest-earning deposits 115 130 440 450
Total interest income 19,681 18,384 56,980 53,966
Interest expense:
Deposits 2,754 2,591 7,871 8,502
Borrowings 681 21 963 64
Total interest expense 3,435 2,612 8,834 8,566
Net interest income 16,246 15,772 48,146 45,400
Provision for loan losses 651 4911 10,368 7,714
Net interest income after provision for loan 15,595 10,861 37.778 37.686
losses
Non-interest income:
Investment management fees 7,418 — 17,381 —
Service charges 163 120 447 356
Net‘ gain on the sale of investment securities o 1.428 734
available-for-sale
Swap fees 563 163 972 538
Commitment and other fees 551 506 1,531 1,561
Other income 595 329 1,132 971
Total non-interest income 9,290 1,118 22,891 4,210
Non-interest expense:
Compensation and employee benefits 11,225 5,904 29,454 18,446
Premises and occupancy costs 1,000 777 2,915 2,331
Professional fees 846 768 2,641 2,378
FDIC insurance expense 565 375 1,427 1,062
General insurance expense 301 249 835 598
State capital shares tax 111 368 738 1,025
Travel and entertainment expense 597 447 1,723 1,106
Data processing expense 230 203 686 582
Intangible amortization expense 389 — 909 —
Other operating expenses 1,409 925 3,621 2,076
Total non-interest expense 16,673 10,016 44,949 29,604
Income before tax 8,212 1,963 15,720 12,292
Income tax expense 2,506 633 4,884 4,235
Net income $5,706 $1,330 $10,836 $8,057
Earnings per common share:
Basic $0.20 $0.05 $0.38 $0.31
Diluted $0.20 $0.05 $0.37 $0.31
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See accompanying notes to unaudited condensed consolidated financial statements.
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TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Three Months Ended September Nine Months Ended September 30,

30,
(Dollars in thousands) 2014 2013 2014 2013
Net income $5,706 $1,330 $10,836 $8,057

Other comprehensive income (loss):

Increase (decrease) in unrealized holding

gains (losses) net of tax of $(213), 182, 446 (328 ) 2,582 (2,817 )
$(1,404) and $1,567, respectively

Reclassification adjustment for gains

included in net income, net of tax of $0, $0, — — (917 ) (504 )
$511 and $280, respectively

Other comprehensive income (loss) 446 (328 ) 1,665 (3,321 )
Total comprehensive income $6,152 $1,002 $12,501 $4,736

See accompanying notes to unaudited condensed consolidated financial statements.
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TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Preferred Common

(Dollars in thousands) Stock
. Stock

(Series C)
Balance, December 31, 2012 $46,011 $168,351
Net income — —
Other comprehensive income
(loss) o o
Issuance of common stock (net of
offering costs and discounts of — 65,990
$7,093)
Conversion of preferred stock to 46011 )46.011

common stock
Exercise of stock options — 179
Stock-based compensation — —

Balance, September 30, 2013 $— $280,531
Balance, December 31, 2013 $— $280,531
Net income — —

Other comprehensive income

(loss) o o
Exercise of stock options — 364

Stock-based compensation — —
Balance, September 30, 2014 $—

Additional
Paid-in-Capital(Accumulated

$ 7,871

(54
491
$ 8,308

$ 8,471

(114
663

$280,895 $ 9,020

Accumulated

Retained Other

Earnings Total

Income (Loss), Equity

Deficit)

net
$(6,180 )$1,671 $217,724
8,057 — 8,057
— (3,321 ) (3,321
— — 65,990
— — 125
— — 491
$1,877 $(1,650 )$289,066
$6,687 $(1,744 )$293,945
10,836 — 10,836
— 1,665 1,665
— — 250
— — 663
$17,523 $(79 )$307,359

See accompanying notes to unaudited condensed consolidated financial statements.

Comprehensive Shareholders'

)
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TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Nine Months Ended September 30,

(Dollars in thousands)
Cash Flows from Operating Activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and intangible amortization expense

Provision for loan losses

Net decrease in prepaid FDIC insurance expense

Stock based compensation expense

Net gain on the sale of investment securities available-for-sale
Income from investment securities trading

Purchase of investment securities trading

Proceeds from the sale of investment securities trading

Net amortization of premiums and discounts

Increase in investment management fees receivable

Decrease (increase) in accrued interest receivable

Increase (decrease) in accrued interest payable

Bank owned life insurance income

Decrease in income taxes payable

Increase in prepaid income taxes

Other, net

Net cash provided by operating activities

Cash Flows from Investing Activities:

Purchase of investment securities available-for-sale

Purchase of investment securities held-to-maturity

Proceeds from the sale of investment securities available-for-sale
Principal repayments and maturities of investment securities available-for-sale
Purchase of bank owned life insurance

Net redemption (purchase) of Federal Home Loan Bank stock
Net increase in loans held-for-investment

Purchase of loans held-for-investment

Proceeds from loan sales

Additions to office properties and equipment

Acquisition, net of acquired cash

Net cash used in investing activities

Cash Flows from Financing Activities:

Net increase in deposit accounts

Increase in FHLB advances

Net proceeds from issuance of subordinated notes payable
Net proceeds from issuance of common stock

Net proceeds from exercise of stock options

Net cash provided by financing activities

Net change in cash and cash equivalents during the period
Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period

2014
$10,836

1,805
10,368
663
(1,428

1,095
(1,083
67

98
(1,041
(160
(2,991
4,102
22,331

(52,736
(21,954
69,555
10,360
(10,000
(5,518
(239,650
(219,547
16,477
(713
(42,912
(496,638

282,619
110,000
34,013
250
426,882
(47,425
146,558
$99,133

2013
$8,057

780
7,714
7,843
491

) (784
(120
(77,244
77,378
1,697

)—
(368
(241

) (673

) (106

) (3,193
4,202
25,433

) (150,318

) (5,000
58,038
42,965

) (20,000

)90

) (93,877

) (41,146
2,839

) (693

)—

) (207,102

55,315

65,990
125
121,430
) (60,239
200,080
$139,841

~— O N '

10
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Nine Months Ended September 30,

(Dollars in thousands) 2014
Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for:

Interest $8,737
Income taxes $8,218
Non-cash activity:

Contingent consideration $15,465
Transfer of investment securities available-for-sale to held-to-maturity $—
Conversion of preferred stock to common stock $—

See accompanying notes to unaudited condensed consolidated financial statements.

8

2013

$8,807
$7,495

$—
$20,335
$46,011

12
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TRISTATE CAPITAL HOLDINGS, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

[1] SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

NATURE OF OPERATION

TriState Capital Holdings, Inc. (the “Company”) is a registered bank holding company pursuant to the Bank Holding
Company Act of 1956, as amended. The Company’s has three wholly-owned subsidiaries: TriState Capital Bank (the
“Bank”), a Pennsylvania-chartered state bank, Chartwell Investment Partners, Inc. ("Chartwell"), a registered investment
advisory company, and Chartwell TSC Securities Corp. ("CTSC Securities"), which is applying to be registered as a
broker-dealer with the Securities and Exchange Commission ("SEC") and Financial Industry Regulatory Authority
("FINRA"). Chartwell Investment Partners, Inc. was established through the acquisition of substantially all the assets

of Chartwell Investment Partners, LP, which was effective March 5, 2014.

The Bank was established to serve the commercial banking and private banking needs of middle-market businesses
and high-net-worth individuals. Chartwell provides investment management services to institutional, sub-advisory,
and separately managed account clients. Chartwell TSC Securities Corp. was capitalized in May 2014, with a primary
business of providing distribution and marketing efforts for the proprietary investment products provided by
Chartwell, including shares of mutual funds advised and/or administered by Chartwell and private funds advised
and/or administered by Chartwell.

Regulatory approval was received and the Bank commenced operations on January 22, 2007. The Company and the
Bank are subject to regulatory examination by the Federal Deposit Insurance Corporation (“FDIC”), the Pennsylvania
Department of Banking and Securities, and the Federal Reserve. Chartwell is a registered investment advisor regulated
by the SEC. CTSC Securities, once registered, will be a broker-dealer regulated by the SEC and FINRA.

The Bank conducts business through its main office located in Pittsburgh, Pennsylvania, as well as its four additional
representative offices in Cleveland, Ohio; Philadelphia, Pennsylvania; Princeton, New Jersey; and New York, New
York. Chartwell conducts business through its office located in Berwyn, Pennsylvania and CTSC Securities will
conduct business through its office located in Pittsburgh, Pennsylvania.

On May 14, 2013, the Company completed the issuance and sale of 6,355,000 shares of its common stock, no par
value, in its initial public offering of Common Stock, including 855,000 shares sold pursuant to the exercise in full by
its underwriters of their option to purchase additional shares from the Company, at a price to the public of $11.50 per
share. The shares were offered pursuant to the Company’s Registration Statement on Form S-1. The Company received
net proceeds of $66.0 million from the initial public offering, after deducting underwriting discounts and commissions
and direct offering expenses.

USE OF ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles (“GAAP”) in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of
certain assets and liabilities, disclosure of contingent assets and liabilities as of the date of the financial statements,
and the reported amounts of related revenue and expense during the reporting period. Although our current estimates
contemplate current conditions and how we expect them to change in the future, it is reasonably possible that actual
conditions could be worse than those anticipated in the estimates, which could materially affect the financial results of
our operations and financial condition.

The material estimates that are particularly susceptible to significant changes relate to the determination of the
allowance for loan losses, goodwill, evaluation of goodwill for impairment, and deferred income taxes and its related

13
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recoverability, which are discussed later in this section.

CONSOLIDATION

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries, the
Bank, Chartwell (since the acquisition on March 5, 2014) and CTSC Securities (since its initial capitalization in May
2014), after elimination of inter-company accounts and transactions. The accounts of the Bank, in turn, include its
wholly-owned subsidiary, Meadowood Asset Management, LLC, after elimination of inter-company accounts and
transactions. The unaudited consolidated financial statements of the Company presented herein have been prepared
pursuant to rules of the Securities and Exchange Commission for quarterly reports on form 10-Q and do not include
all of the information and note disclosures required by GAAP for a full year presentation. In the opinion of
management, all adjustments (consisting of normal recurring adjustments) and disclosures, considered necessary for
the fair presentation of the accompanying consolidated financial statements, have been included. Interim results are
not necessarily reflective of the results of the entire year. The accompanying consolidated financial statements should
be read in conjunction with the audited consolidated financial statements and notes thereto for the fiscal year ended
December 31, 2013, included in the Company's Annual Report on Form 10-K.

14
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CASH AND CASH EQUIVALENTS

For purposes of reporting cash flows, the Company has defined cash and cash equivalents as cash, interest-earning
deposits with other institutions, federal funds sold, and short-term investments which have an original maturity of 90
days or less.

INVESTMENT SECURITIES

The Company’s investments are classified as either: (1) held-to-maturity — debt securities that the Company intends to
hold until maturity and are reported at amortized cost; (2) trading securities — debt and certain equity securities bought
and held principally for the purpose of selling them in the near term and reported at fair value, with unrealized gains
and losses included in earnings; or (3) available-for-sale — debt and certain equity securities not classified as either
held-to-maturity or trading securities and reported at fair value, with changes in fair value reported as a component of
accumulated other comprehensive income (loss).

The cost of securities sold is determined on a specific identification basis. Amortization of premiums and accretion of
discounts are recorded as interest income from investments over the life of the security utilizing the level yield
method. We evaluate impaired investment securities quarterly to determine if impairments are temporary or
other-than-temporary. For impaired debt securities, management first determines whether it intends to sell or if it is
more-likely than not that it will be required to sell the impaired securities. This determination considers current and
forecasted liquidity requirements, regulatory and capital requirements and securities portfolio management. Impaired
debt securities are determined to be other-than-temporarily impaired (“OTTI”) if the Company concludes as of the
balance sheet date that it has the intent to sell, or believes it will more likely than not be required to sell, an impaired
debt security before a recovery of its amortized cost basis. Credit losses on OTTI debt securities are recorded through
earnings, regardless of the intent or the requirement to sell. Credit loss is measured as the difference between the
present value of an impaired debt security’s expected cash flows and its amortized cost basis. Non-credit related OTTI
charges are recorded as decreases to accumulated other comprehensive income (loss), in the consolidated statement of
comprehensive income as well as the shareholders’ equity section of the consolidated statement of financial condition,
on an after-tax basis, as long as the Company has no intent or expected requirement to sell the impaired debt security
before a recovery of its amortized cost basis.

LOANS

Loans and leases are stated at unpaid principal balances, net of deferred loan fees and costs. Interest income on loans
is accrued at the contractual rate on the principal amount outstanding and includes the amortization of deferred loan
fees and costs. Deferred loan fees and costs are amortized to interest income over the life of the loan, taking into
consideration scheduled payments and prepayments.

The Company considers a loan to be a Troubled Debt Restructuring (“TDR”) when there is a concession made to a
financially troubled borrower without adequate consideration provided to the Company. Once a loan is deemed to be a
TDR, the Company considers whether the loan should be placed in non-accrual status. In assessing accrual status, the
Company considers the likelihood that repayment and performance according to modified terms will be achieved, as
well as the borrower’s historical payment performance. A loan is designated and reported as TDR until such loan is
either paid-off or sold.

The recognition of interest income on a loan is discontinued when, in management's opinion, it is probable the
borrower is unable to meet payments as they become due or when the loan becomes 90 days past due, whichever
occurs first. All unpaid accrued interest on such loans is reversed. Such interest ultimately collected is applied to
reduce principal if there is doubt about the collectability of principal. If a borrower brings a loan current for which
accrued interest has been reversed, then the recognition of interest income on the loan is resumed, once the loan has
been current for a period of six consecutive months or greater.

15
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The Company is a party to financial instruments with off-balance sheet risk (commitments to extend credit) in the
normal course of business to meet the financing needs of its customers. Commitments to extend credit are agreements
to lend to a customer as long as there is no violation of any condition established in the commitment. Commitments
generally have fixed expiration dates or other termination clauses and may require payment of a fee. Since some of the
commitments are expected to expire without being drawn upon, the total commitment amount does not necessarily
represent future cash requirements. The Company evaluates each customer's credit worthiness on a case-by-case basis
using the same credit policies in making commitments and conditional obligations as it does for on-balance sheet
instruments. The amount of collateral obtained, if deemed necessary by the Company upon extension of a
commitment, is based on management's credit evaluation of the borrower.

OTHER REAL ESTATE OWNED

Real estate, other than bank premises, is recorded at the lower of the related original loan balance or fair value less
estimated selling costs at the time of acquisition. Fair value is determined based on an independent appraisal.
Expenses related to holding the property are charged against earnings in the current period. Depreciation is not
recorded on the other real estate owned (“OREQO”) properties.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses is established through provisions for loan losses that are charged to operations. Loans
are charged against the allowance for loan losses when management believes that the principal is uncollectible. If, at a
later time, amounts are recovered with respect to loans previously charged off, the recovered amount is credited to the
allowance for loan losses.

10
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The allowance is appropriate, in management's judgment, to cover probable losses inherent in the loan portfolio as of
September 30, 2014 and December 31, 2013. Management’s judgment takes into consideration general economic
conditions, diversification and seasoning of the loan portfolio, historic loss experience, identified credit problems,
delinquency levels and adequacy of collateral. Although management believes it has used the best information
available to it in making such determinations, and that the present allowance for loan losses is adequate, future
adjustments to the allowance may be necessary, and net income may be adversely affected if circumstances differ
substantially from the assumptions used in determining the level of the allowance. In addition, as an integral part of
their periodic examination, certain regulatory agencies review the adequacy of the Bank’s allowance for loan losses
and may direct the Bank to make additions to the allowance based on their judgments about information available to
them at the time of their examination.

The components of the allowance for loan losses represent estimates based upon Accounting Standards Codification
(“ASC”) Topic 450, Contingencies, and ASC Topic 310, Receivables. ASC Topic 450 applies to homogeneous loan
pools such as consumer installment, residential mortgages, consumer lines of credit and commercial loans that are not
individually evaluated for impairment under ASC Topic 310. ASC Topic 310 is applied to commercial and consumer
loans that are individually evaluated for impairment.

Under ASC Topic 310, a loan is impaired, based upon current information and events, in management's opinion, when
it is probable that the loan will not be repaid according to its original contractual terms, including both principal and
interest, or if a loan is designated as a TDR. Management performs individual assessments of impaired loans to
determine the existence of loss exposure based upon future cash flows or where a loan is collateral dependent, based
upon the fair value of the collateral less estimated selling costs.

In estimating probable loan loss under ASC Topic 450 management considers numerous factors, including historical
charge-off rates and subsequent recoveries. Management also considers, but is not limited to, qualitative factors that
influence our credit quality, such as delinquency and non-performing loan trends, changes in loan underwriting
guidelines and credit policies, as well as the results of internal loan reviews. Finally, management considers the
impact of changes in current local and regional economic conditions in the markets that we serve. Assessment of
relevant economic factors indicates that some of the Company’s primary markets historically tend to lag the national
economy, with local economies in our primary market areas also improving or weakening, as the case may be, but at a
more measured rate than the national trends.

Management bases the computation of the allowance for loan losses under ASC Topic 450 on two factors: the primary
factor and the secondary factor. The primary factor is based on the inherent risk identified by management within each
of the Company's three loan portfolios based on the historical loss experience of each loan portfolio. Management has
developed a methodology that is applied to each of the three primary loan portfolios, consisting of commercial and
industrial, commercial real estate and private banking channels. As the loan loss history, mix, and risk rating of each
loan portfolio change, the primary factor adjusts accordingly. The allowance for loan losses related to the primary
factor is based on our estimates as to probable losses for each loan portfolio. The secondary factor is intended to
capture risks related to events and circumstances that management believes may impact the performance of the loan
portfolio. Although this factor is more subjective in nature, the methodology focuses on internal and external trends in
pre-specified categories (risk factors) and applies a quantitative percentage which drives the secondary factor. There
are nine (9) risk factors and each risk factor is assigned a reserve level, based on management's judgment as to the
probable impact of each risk factor on each loan portfolio. The impact of each risk factor is monitored on a quarterly
basis. As the trend in any risk factor changes, a corresponding change occurs in the reserve associated with each
respective risk factor, such that the secondary factor remains current to changes in each loan portfolio.

17
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Loan participations follow the same underwriting and risk rating criteria, and are individually risk rated under the
same process as loans directly originated by the Company. The ongoing credit review of participation loans follows
the same process that is followed by loans originated directly by the Company. Additionally, management does not
rely solely on information from the lead bank when considering the appropriate level of allowance for loan losses to
be recorded on any individual participation loan.

The Company also maintains a reserve for losses on unfunded commitments. This reserve is reflected as a component
of other liabilities and, in management’s judgment, is sufficient to cover probable losses inherent in the commitments.
Management tracks the level and trends in unused commitments and takes into consideration the same factors as those
considered for purposes of the allowance for loan losses on outstanding loans.

INVESTMENT MANAGEMENT FEES

The Company recognizes investment management fee revenue when the advisory services are performed. Fees are
based on assets under management and are calculated pursuant to individual client contracts. Investment management
fees are generally paid on a quarterly basis. In a limited number of cases, the Company may earn a performance fee
based on investment performance achieved versus a stated benchmark. In such cases, performance fees are not
recognized until the end of the stated measurement period. Performance fees are included in investment management
fee revenue in the consolidated statements of income.

11

18



Edgar Filing: TriState Capital Holdings, Inc. - Form 10-Q

Table of Contents

Investment management fees receivable represent amounts due from contractual investment advisory services
provided to the Company’s clients, primarily institutional investors, mutual funds and individual investors.
Management performs credit evaluations of its customers’ financial condition when it is deemed to be necessary, and
does not require collateral. The Company provides an allowance for uncollectible accounts based on specifically
identified receivables. Investment management fees receivable are considered delinquent when payment is not
received within contractual terms and are charged off against the allowance for uncollectible accounts when
management determines that recovery is unlikely and the Company ceases its collection efforts. There was no bad
debt expense recorded for the nine months ended September 30, 2014, and there was no allowance for uncollectible
accounts recorded as of September 30, 2014.

FEDERAL HOME LOAN BANK STOCK

The Company is a member of the Federal Home Loan Bank of Pittsburgh (“FHLB”). Member institutions are required
to invest in FHLB stock. The stock is carried at cost, which approximates its liquidation value, and it is evaluated for
impairment based on the ultimate recoverability of the par value. Cash and stock dividends are reported as income
from investment securities, in the consolidated statements of income.

BUSINESS COMBINATIONS

We account for business combinations using the acquisition method of accounting. Under this method of accounting,
the acquired company’s net assets are recorded at fair value as of the date of acquisition, and the results of operations
of the acquired company are combined with our results from that date forward. Acquisition costs are expensed when
incurred. The difference between the purchase price and the fair value of the net assets acquired (including identified
intangibles) is recorded as goodwill.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill represents the excess of the cost of an acquisition over the fair value of the net assets acquired. Other
intangible assets represent purchased assets that lack physical substance but can be distinguished from goodwill
because of contractual or other legal rights. Other intangible assets that have finite lives, such as trade name, client
relationships and non-compete agreements are amortized over their estimated useful lives and subject to periodic
impairment testing. Other intangible assets are amortized on a straight-line basis over their estimated useful lives
which range from four to twenty years. Goodwill is subject to impairment testing at the reporting unit level, which is
conducted at least annually.

OFFICE PROPERTIES AND EQUIPMENT

Office properties and equipment are stated at cost less accumulated depreciation. Depreciation is computed on the
straight-line method over the estimated useful lives of the related assets, except for leasehold improvements which are
amortized over the terms of the respective leases or the estimated useful lives of the improvements, whichever is
shorter. Estimated useful lives are dependent upon the nature and condition of the asset and range from three to ten
years. Repairs and maintenance are charged to expense as incurred, while improvements which extend the useful life
are capitalized and depreciated to operating expense over the estimated remaining life of the asset. When the Bank
receives an allowance for improvements to be made to one of its leased offices, we record the allowance as a deferred
liability and recognize it as a reduction to rent expense over the life of the related lease.

BANK OWNED LIFE INSURANCE

Bank owned life insurance (“BOLI”) policies on certain executive officers and employees are recorded at net cash
surrender value on the consolidated statements of financial condition. Upon termination of the BOLI policy the
Company receives the cash surrender value. BOLI benefits are payable to the Company upon death of the insured.
Changes in net cash surrender value are recognized as non-interest income or expense in the consolidated statements
of income.
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DEPOSITS
Deposits are stated at principal outstanding and interest on deposits is accrued and charged to expense daily and is
paid or credited in accordance with the terms of the respective accounts.

BORROWINGS

The Company records FHLB advances and subordinated notes payable at their principal amount. Interest expense is
recognized based on the coupon rate of the obligations. Costs associated with the acquisition of subordinated notes
payable are amortized over the expected term of the borrowing.

EARNINGS PER COMMON SHARE

We compute earnings per common share (“EPS”) in accordance with the two-class method, which requires that any
Series C convertible preferred stock outstanding be treated as participating securities in the computation of EPS. The
two-class method is an earnings allocation that determines EPS for each class of common stock and participating
security. The Company’s basic EPS is computed by dividing net income allocable to common shareholders by the
weighted average number of its common shares outstanding for the period. The Company’s diluted EPS reflects the
potential dilution that could occur if securities or other contracts to issue common stock were exercised or converted
into common stock or resulted in the issuance of common stock that then shared in our earnings.

12
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INCOME TAXES

The Company utilizes the asset and liability method of accounting for income taxes. Under this method, deferred tax
assets and liabilities are recognized for the tax effects of differences between the financial statement and tax basis of
assets and liabilities. Deferred tax assets and liabilities are measured using the enacted tax rates expected to apply to
taxable income in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities with regard to a change in tax rates is recognized in income in the period that
includes the enactment date. Management assesses all available evidence to determine the amount of deferred tax
assets that are more-likely-than-not to be realized. The available evidence used in connection with the assessments
includes taxable income in prior periods, projected taxable income, potential tax planning strategies and projected
reversals of deferred tax items. These assessments involve a degree of subjectivity and may undergo significant
change. Changes to the evidence used in the assessments could have a material adverse effect on the Company’s results
of operations in the period in which they occur. It is the Company’s policy to recognize interest and penalties, if any,
related to unrecognized tax benefits, in income tax expense in the consolidated statement of income.

FAIR VALUE MEASUREMENT

Fair value is defined as the exchange price that would be received to sell an asset or paid to transfer a liability in a
principal or most advantageous market for the asset or liability in an orderly transaction between market participants
as of the measurement date, using assumptions market participants would use when pricing an asset or liability. An
orderly transaction assumes exposure to the market for a customary period for marketing activities prior to the
measurement date and not a forced liquidation or distressed sale. Fair value measurement and disclosure guidance
provides a three-level hierarchy that prioritizes the inputs of valuation techniques used to measure fair value into three
broad categories:

{evel 1 — Unadjusted quoted prices in active markets for identical assets or liabilities.

Level 2 — Observable inputs such as quoted prices for similar assets and liabilities in active markets, quoted prices for
similar assets and liabilities in markets that are not active, or other inputs that are observable or can be corroborated

by observable market data.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets or liabilities. This includes certain pricing models, discounted cash flow methodologies, and similar
techniques that use significant unobservable inputs.

Fair value may be recorded for certain assets and liabilities every reporting period on a recurring basis or under certain
circumstances, on a non-recurring basis.

STOCK-BASED COMPENSATION
The Company accounts for its stock-based compensation awards based on estimated fair values, for all share-based
awards, including stock options and restricted stock, made to employees and directors.

The Company accounts for stock-based employee compensation in accordance with the fair value recognition
provisions of ASC 718, Compensation — Stock Compensation. As a result, compensation cost for all share-based
payments is based on the grant-date fair value estimated in accordance with ASC 718. The value of the portion of the
award that is ultimately expected to vest is included in stock-based employee compensation cost in the consolidated
statement of income and recorded as a component of Additional Paid-In Capital, for equity-based awards.
Compensation expense for options with graded vesting schedules is recognized on a straight-line basis over the
requisite service period for the entire option grant.

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
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Unrealized holding gains and the non-credit component of losses on the Company’s investment securities
available-for-sale are included in accumulated other comprehensive income (loss), net of applicable income taxes.
Also included in accumulated other comprehensive income (loss) is the remaining unamortized balance of the
unrealized holding gains (non-credit losses), net of applicable income taxes, that existed on the transfer date for
investment securities reclassified into the held-to-maturity category from the available-for-sale category.

RECENT ACCOUNTING DEVELOPMENTS

In August 2014, the FASB issued Accounting Standards Update ("ASU") No. 2014-15 "Presentation of Financial
Statements - Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity’s Ability to Continue as a
Going Concern." This ASU describes how an entity’s management should assess whether there are conditions and
events that raise substantial doubt about an entity’s ability to continue as a going concern within one year after the date
that the financial statements are issued. Management should consider both quantitative and qualitative factors in
making its assessment. If after considering management’s plans, substantial doubt about an entity’s going concern is
alleviated, an entity shall disclose information in the footnotes that enables the users of the financial statements to
understand the events that raised the going concern and how management’s plan alleviated this concern. If

13
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after considering management’s plans, substantial doubt about an entity’s going concern is not alleviated, the entity
shall disclose in the footnotes indicating that a substantial doubt about the entity’s going concern exists within one year
of the date of the issued financial statements. Additionally, the entity shall disclose the events that led to this going
concern and management’s plans to mitigate them. The new standard applies to all entities for the first annual period
ending after December 15, 2016, and for annual and interim periods thereafter. Early application is permitted. The
adoption of ASU 2014-15 is not expected to have a material impact on the Company’s consolidated financial
statements.

In August 2014, the FASB issued ASU No. 2014-14, "Receivables - Troubled Debt Restructuring by Creditors
(Subtopic 310-40): Classification of Certain Government-Guaranteed Mortgage Loans upon Foreclosure." This ASU
will require creditors to derecognize certain foreclosed government-guaranteed mortgage loans and to recognize a
separate other receivable that is measured at the amount the creditor expects to recover from the guarantor, and to treat
the guarantee and the receivable as a single unit of account. This update is effective for public business entities for
annual periods, and interim periods within those annual periods, beginning after December 15, 2014. An entity can
elect a prospective or a modified retrospective transition method, but must use the same transition method that it
elected under FASB ASU No. 2014-04, "Reclassification of Residential Real Estate Collateralized Consumer
Mortgage Loans upon Foreclosure." Early adoption, including adoption in an interim period, is permitted if the entity
already adopted ASU 2014-04. The adoption of ASU 2014-14 is not expected to have a material impact on the
Company’s consolidated financial statements.

In June 2014, the FASB issued ASU No. 2014-12, "Accounting for Share-Based Payments When the Terms of an
Award Provide That a Performing Target Could Be Achieved after the Requisite Service Period." This ASU requires
a reporting entity to treat a performance target that affects vesting and that could be achieved after the requisite service
period as a performance condition. A reporting entity should apply FASB ASC Topic 718, Compensation-Stock
Compensation, to awards with performance conditions that affect vesting. This update is effective for annual periods,
and interim periods within those annual periods, beginning after December 15, 2015, for all entities. Early adoption is
permitted. ASU 2014-12 may be adopted either prospectively for share-based payment awards granted or modified on
or after the effective date, or retrospectively, using a modified retrospective approach. The modified retrospective
approach would apply to share-based payment awards outstanding as of the beginning of the earliest annual period
presented in the financial statements on adoption, and to all new or modified awards thereafter. The adoption of ASU
2014-12 is not expected to have a material impact on the Company’s consolidated financial statements.

In January 2014, the FASB issued ASU No. 2014-04, "Receivables - Troubled Debt Restructurings by Creditors
(Subtopic 310-40): Reclassification of Residential Real Estate Collateralized Consumer Mortgage Loans upon
Foreclosure." This ASU clarifies that an in substance repossession or foreclosure occurs, and a creditor is considered
to have received physical possession of residential real estate property collateralizing a consumer mortgage loan, upon
either (1) the creditor obtaining legal title to the residential real estate property upon completion of a foreclosure or (2)
the borrower conveying all interest in the residential real estate property to the creditor to satisfy that loan through
completion of a deed in lieu of foreclosure or through a similar legal agreement. Additionally, the amendments require
interim and annual disclosure of both (1) the amount of foreclosed residential real estate property held by the creditor
and (2) the recorded investment in consumer mortgage loans collateralized by residential real estate property that are
in the process of foreclosure according to local requirements of the applicable jurisdiction. The amendments in this
update are effective for fiscal years, and interim periods within those years, beginning after December 15, 2014 and
December 15, 2015, for public and nonpublic entities, respectively. Early adoption and retrospective application are
permitted. The adoption of ASU 2014-04 is not expected to have a material impact on the Company’s consolidated
financial statements.

RECLASSIFICATION
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Certain items previously reported have been reclassified to conform with the current year’s reporting presentation and
are considered immaterial.

[2] BUSINESS COMBINATIONS

On March 5, 2014, TriState Capital Holdings, Inc. through its wholly-owned subsidiary, Chartwell Investment
Partners, Inc., completed the acquisition of substantially all of the assets of Chartwell Investment Partners, LP (the
"Chartwell acquisition"), an investment management firm with over 150 institutional clients and approximately $7.5
billion in assets under management. Under the terms of the Asset Purchase Agreement substantially all of the assets of
Chartwell Investment Partners, LP were acquired for a purchase price consisting of approximately $45 million paid in
cash at closing and an estimated earn-out arrangement of approximately $15 million to be determined based on the
growth in EBITDA (earnings before interest, taxes, depreciation and amortization) of Chartwell in 2014. The earn-out
will be calculated based on a multiple of six times the increase in Chartwell's annual EBITDA for the year ended
December 31, 2014. Any increase to the earn-out calculation above the estimated $15 million recorded at closing, will
be expensed in the period in which it is deemed probable to occur. Up to 60 percent of the earn-out may be paid in
common stock of the Company at its option. The foregoing summary of the Asset Purchase Agreement and the
transactions contemplated by it does not purport to be complete and is subject to, and qualified in its entirety by, the
full text of the Asset Purchase Agreement, which was included as Exhibit 2.1 to the Company's Annual
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24



Edgar Filing: TriState Capital Holdings, Inc. - Form 10-Q

Table of Contents

Report on Form 10-K filed with the Securities and Exchange Commission on March 3, 2014, the terms of which
Agreement are incorporated herein by reference.

The following table summarizes total consideration paid, assets acquired and liabilities assumed for the Chartwell

acquisition:

(Dollars in thousands) Chartwell
Consideration paid:

Cash $44,223
Estimated earn-out 15,465
Fair value of total consideration $59,688

Fair value of assets acquired:

Cash and cash equivalents $1,311
Investment management fees receivable 5,304
Office properties and equipment 90
Deferred tax asset 858
Other assets 144
Total assets acquired 7,707
Fair value of liabilities assumed:

Other liabilities 1,647
Total liabilities assumed 1,647
Fair value net identifiable assets acquired 6,060
Long-lived amortizable intangible assets acquired 19,510
Goodwill 34,118
Total net assets purchased $59,688

In April 2014, the Company and Chartwell Investment Partners, LP settled one of the three escrow reserves resulting
in a $777,000 reduction to the purchase price and a corresponding reduction to goodwill.

In connection with the Chartwell acquisition, total acquisition-related transaction costs incurred by TriState Capital
was approximately $854,000 during 2013 and $45,000 during the nine months ended September 30, 2014, which were
primarily comprised of legal, advisory and other costs.

The goodwill, which is not amortized for book purposes, was assigned to our Investment Management segment and is
deductible for tax purposes.

The following table presents unaudited pro forma financial information which combines the historical consolidated
statements of income of the Company and Chartwell Investment Partners, LP to give effect to the acquisition as if it
had occurred on January 1, 2013, for the periods indicated.

Pro Forma

Nine Months Ended September 30,
(Dollars in thousands) 2014 2013
Total revenue $74,511 $67,073
Net income $11,476 $9,661
Earnings per common share:
Basic $0.40 $0.38
Diluted $0.39 $0.37
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Total revenue is defined as net interest income and non-interest income, excluding gains and losses on the sale of
investment securities available-for-sale. Pro forma adjustments include intangible amortization expense and income
tax expense.
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[3] INVESTMENT SECURITIES

Investment securities available-for-sale and held-to-maturity are comprised of the following:
September 30, 2014

(Dollars in thousands)

Investment securities available-for-sale:
Corporate bonds

Trust preferred securities

Non-agency mortgage-backed securities
Agency collateralized mortgage obligations
Agency mortgage-backed securities
Agency debentures

Equity securities (high yield bond mutual fund)

Total investment securities available-for-sale
Investment securities held-to-maturity:
Corporate bonds

Agency debentures

Municipal bonds

Total investment securities held-to-maturity
Total

(Dollars in thousands)

Investment securities available-for-sale:
Corporate bonds

Trust preferred securities

Non-agency mortgage-backed securities
Agency collateralized mortgage obligations
Agency mortgage-backed securities
Agency debentures

Total investment securities available-for-sale
Investment securities held-to-maturity:
Corporate bonds

Municipal bonds

Total investment securities held-to-maturity
Total

16

Amortized
Cost

$31,944
17,414
11,817
58,857
33,360
16,762
8,046
178,200

11,953
15,000
20,171
47,124
$225,324

Gross
Unrealized
Appreciation

$58
244
134
491
33

960

221

12

105
338
$1,298

December 31, 2013

Amortized
Cost

$56,630
17,316
7,740
81,635
36,948
4,638
204,907

5,000
20,263
25,263
$230,170

Gross
Unrealized
Appreciation

$241
16
703
300

1,260

120

120
$1,380

Gross
Unrealized
Depreciation

$54
86
32
43
419
13
128
775

31

8

25
64
$839

Gross
Unrealized
Depreciation

$483
1,692
62
387
937
25
3,586

926
926
$4,512

Estimated
Fair Value

$31,948
17,572
11,785
58,948
33,432
16,782
7,918
178,385

12,143
15,004
20,251
47,398
$225,783

Estimated
Fair Value

$56,388
15,624
7,694
81,951
36,311
4,613
202,581

5,120
19,337
24,457
$227,038
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As of September 30, 2014, the contractual maturities of the debt securities are:
September 30, 2014

Available-for-Sale Held-to-Maturity
(Dollars in thousands) Amortized EsFimated Amortized EsFimated
Cost Fair Value Cost Fair Value
Due in one year or less $— $— $— $—
Due from one to five years 44,039 44,030 13,232 13,442
Due from five to ten years 6,615 6,651 25,548 25,583
Due after ten years 119,500 119,786 8,344 8,373
Total debt securities $170,154 $170,467 $47.124 $47,398

Included in the $119.8 million fair value of debt securities available-for-sale with a contractual maturity due after ten
years as of September 30, 2014, are $100.3 million or 83.8% in floating-rate securities.

Prepayments may shorten the contractual lives of the collateralized mortgage obligations and mortgage-backed
securities.

There were no sales of investment securities available-for-sale during the three months ended September 30, 2014 and
2013.

Proceeds from the sale of investment securities available-for-sale during the nine months ended September 30, 2014
and 2013, were $69.6 million and $58.0 million, respectively. Gross gains of $1.4 million and $784,000 were realized
on these sales and reclassified out of accumulated other comprehensive income (loss) during the nine months ended
September 30, 2014 and 2013, respectively. There were $1,000 in realized gross losses during the nine months ended
September 30, 2014 and no realized losses during the nine months ended September 30, 2013, on investment
securities available-for-sale.

Investment securities available-for-sale of $8.7 million, as of September 30, 2014, are held in safekeeping at the
FHLB and are included in the calculation of borrowing capacity.

The following tables show the fair value and gross unrealized losses on investment securities available-for-sale and
held-to-maturity, aggregated by investment category and length of time that the individual securities have been in a
continuous unrealized loss position as of September 30, 2014 and December 31, 2013, respectively:

September 30, 2014

Less than 12 Months 12 Months or More  Total

(Dollars in thousands) Fair value Unrealized Fair value Unrealized Fair value Unrealized
losses losses losses
Investment securities available-for-sale:
Corporate bonds $3,555 $34 $2,289  $20 $5,844 $54
Trust preferred securities 2,269 27 4,400 59 6,669 86
Non-agency mortgage-backed securities 11,785 32 — — 11,785 32
Agency collateralized mortgage obligations — — 30,983 43 30,983 43
Agency mortgage-backed securities — — 13,425 419 13,425 419
Agency debentures 5,987 13 — — 5,987 13
Equity securities 7,918 128 — — 7,918 128
Total investment securities available-for-sale 31,514 234 51,097 541 82,611 775
Investment securities held-to-maturity:
Corporate bonds 4,922 31 — — 4,922 31
Agency debentures 4,992 8 — — 4,992 8
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Municipal bonds — — 4,748 25
Total investment securities held-to-maturity 9914 39 4,748 25
Total temporarily impaired securities $41,428 $273 $55,845 $566
17

4,748 25
14,662 64
$97,273 $839
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December 31, 2013
Less than 12 Months 12 Months or More  Total

(Dollars in thousands) Fair value Unrealized Fair value Unrealized Fair value Unrealized
losses losses losses
Investment securities available-for-sale:
Corporate bonds $21,703 $272 $2,977 $211 $24,680 $483
Trust preferred securities 15,624 1,692 — — 15,624 1,692
Non-agency mortgage-backed securities 5,945 62 — — 5,945 62
Agency collateralized mortgage obligations 46,831 340 4,547 47 51,378 387
Agency mortgage-backed securities 16,991 937 — — 16,991 937
Agency debentures 4,613 25 — — 4,613 25
Total investment securities available-for-sale 111,707 3,328 7,524 258 119,231 3,586
Investment securities held-to-maturity:
Municipal bonds 19,337 926 — — 19,337 926
Total investment securities held-to-maturity 19,337 926 — — 19,337 926
Total temporarily impaired securities $131,044 $4,254 $7,524  $258 $138,568 $4,512

The change in the fair values of our municipal bonds and fixed-rate agency mortgage-backed securities are primarily
the result of interest rate fluctuations. To assess for impairment on municipal bonds, corporate bonds, single-issuer
trust preferred securities, non-agency mortgage-backed securities and certain equity securities, management evaluates
the underlying issuer's financial performance and the related credit rating information through a review of publicly
available financial statements and other publicly available information. This review did not identify any issues related
to the ultimate repayment of principal and interest on these securities. In addition, the Company has the ability and
intent to hold the securities in an unrealized loss position until recovery of their amortized cost. Based on this, the
Company considers all of the unrealized losses to be temporary impairment losses. Within the available-for-sale
portfolio, there were 17 positions, aggregating to $775,000 in unrealized losses that were temporarily impaired as of
September 30, 2014, of which 10 positions were in an unrealized loss position for more than twelve months totaling
$541,000. As of December 31, 2013, there were 35 positions, aggregating to $3.6 million in unrealized losses that
were temporarily impaired, of which three positions were in an unrealized loss position for more than twelve months
totaling $258,000. Within the held-to-maturity portfolio, there were 9 positions, aggregating to $64,000 in unrealized
losses that were temporarily impaired as of September 30, 2014, of which 6 positions were in an unrealized loss
position for more than twelve months totaling $25,000. As of December 31, 2013, there were 24 positions,
aggregating to $926,000 in unrealized losses that were temporarily impaired.

There were no investment securities classified as trading securities outstanding as of September 30, 2014 and
December 31, 2013, respectively.

There was no activity in investment securities classified as trading during the three months ended September 30, 2014.
Proceeds from the sale of investment securities trading, comprised of U.S. Treasury Notes, during the three months
ended September 30, 2013, were $28.3 million. Income on investment securities trading during the three months
ended September 30, 2013, was $4,000.

There was no activity in investment securities classified as trading during the nine months ended September 30, 2014.
Proceeds from the sale of investment securities trading, comprised of U.S. Treasury Notes, during the nine months
ended September 30, 2013, were $77.4 million. Income on investment securities trading during the nine months ended
September 30, 2013, was $120,000.
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[4] LOANS RECEIVABLE, NET

We generate loans through our middle-market banking and private banking channels. These channels provide risk
diversification and offer significant growth opportunities. The middle-market banking channel consists of our
commercial and industrial ("C&I") and commercial real estate ("CRE") loan portfolios that serve middle-market
businesses. The private banking channel includes loans secured by cash, marketable securities and other asset-based
loans to executives, high net worth individuals, trusts and businesses, many of whom we source through referral
relationships with independent broker-dealers, wealth managers, family offices, trust companies and other financial
intermediaries.

Loans receivable by channel is comprised of the following:
September 30, 2014
Commercial . .
Commercial Private

(Dollars in thousands) and Real Estate Banking Total

Industrial
Loans held-for-investment, before deferred fees $698,191 $688,282 $912,168 $2,298,641
Less: net deferred loan (fees) costs (2,006 ) (2,090 )1,962 (2,134 )
Loans held-for-investment, net of deferred fees 696,185 686,192 914,130 2,296,507
Less: allowance for loan losses (15,982 ) (4,391 )(2,003 ) (22,376 )
Loans receivable, net $680,203 $681,801 $912,127 $2,274,131

December 31, 2013

Commercial Commercial  Private
(Dollars in thousands) and Real Estate Banking Total

Industrial
Loans held-for-investment, before deferred fees $742,864 $553,898 $568,590 $1,865,352
Less: net deferred loan (fees) costs (3,823 )(1,510 )756 4,577 )
Loans held-for-investment, net of deferred fees 739,041 552,388 569,346 1,860,775
Less: allowance for loan losses (11,881 )(5,104 )(2,011 ) (18,996 )
Loans receivable, net $727,160 $547,284 $567,335 $1,841,779

The Company's customers have unused loan commitments. Often these commitments are not fully utilized and
therefore the total amount does not necessarily represent future cash requirements. The amount of unfunded
commitments, including standby letters of credit, as of September 30, 2014 and December 31, 2013, was $911.9
million and $662.8 million, respectively. The interest rate for each commitment is based on the prevailing market
conditions at the time of funding. The lending commitment maturities as of September 30, 2014, are as follows:
$516.2 million in one year or less; $215.8 million in one to three years; and $179.8 million in greater than three years.
The reserve for losses on unfunded commitments was $631,000 and $465,000, as of September 30, 2014 and
December 31, 2013, respectively, which includes reserves for probable losses on unfunded loan commitments,
including standby letters of credit, and also risk participations.

On March 14, 2014, we entered into a loan purchase agreement to acquire $219.7 million (including fees and interest
receivable) of loans secured by cash and marketable securities that are included in our private banking channel loan
portfolio. This transaction closed on April 11, 2014.

As of September 30, 2014 and December 31, 2013, the Company had loans in the process of origination totaling

approximately $39.3 million and $11.6 million, respectively, which extend over varying periods of time with the
majority being disbursed within a 30 to 60 day period.
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The Company issues standby letters of credit in the normal course of business. Standby letters of credit are conditional
commitments issued to guarantee the performance of a customer to a third party. Standby letters of credit generally are
contingent upon the failure of the customer to perform according to the terms of the underlying contract with the third
party. The Company would be required to perform under the standby letters of credit when drawn upon by the
guaranteed party in the case of non-performance by the Company’s customer. Collateral may be obtained based on
management’s credit assessment of the customer. The unfunded commitments amount related to standby letters of
credit as of September 30, 2014, included in the total listed above, is $89.7 million of which a portion is collateralized.
Should the Company be obligated to perform under the standby letters of credit the Company will seek recourse from
the customer for reimbursement of amounts paid. As of September 30, 2014, $21.3 million (in the aggregate) in
standby letters of credit will expire within one year, while the remaining standby letters of credit will expire in periods
greater than one year. During the nine months ended September
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30, 2014, there was one draw on standby letters of credit for $100,000. Most of these commitments are expected to
expire without being drawn upon and the total amount does not necessarily represent future cash requirements. The
probable liability for losses on standby letters of credit is included in the reserve for losses on unfunded commitments.

The Company has entered into risk participation agreements with financial institution counterparties for interest rate
swaps related to loans in which we are a participant. The risk participation agreements provide credit protection to the
financial institution counterparties should the customers fail to perform on their interest rate derivative contracts. The
potential liability for outstanding obligations is included in the reserve for losses on unfunded commitments.

[5S] ALLOWANCE FOR LOAN LOSSES

Our allowance for loan losses represents our estimate of probable loan losses inherent in the loan portfolio at a
specific point in time. This estimate includes losses associated with specifically identified loans, as well as estimated
probable credit losses inherent in the remainder of the loan portfolio. Additions are made to the allowance through
both periodic provisions charged to income and recoveries of losses previously incurred. Reductions to the allowance
occur as loans are charged off or when the credit history of any of the three loan portfolios improves. Management
evaluates the adequacy of the allowance at least quarterly, and in doing so relies on various factors including, but not
limited to, assessment of historical loss experience, delinquency and non-accrual trends, portfolio growth, underlying
collateral coverage and current economic conditions. This evaluation is subjective and requires material estimates that
may change over time. The calculation of the allowance for loan losses takes into consideration the inherent risk
identified within each of the Company’s three primary loan portfolios, commercial and industrial, commercial real
estate and private banking. In addition, management takes into account the historical loss experience of each loan
portfolio, to ensure that the resultant allowance for loan losses is sufficient to cover probable losses inherent in such
loan portfolios. Refer to Note 1, Summary of Significant Accounting Policies, for more details on the Company’s
allowance for loan losses policy.

The following discusses key characteristics and risks within each primary loan portfolio:

Middle-Market Banking - Commercial and Industrial Loans. This loan portfolio includes primarily loans made to
service companies or manufacturers generally for the purpose of production, operating capacity, accounts receivable,
inventory or equipment financing, acquisitions and recapitalizations. Cash flow from the borrower’s operations is the
primary source of repayment for these loans, except for certain commercial loans that are secured by cash and
marketable securities.

The industry of the borrower is an important indicator of risk, but there are also more specific risks depending on the
condition of the local/regional economy. Collateral for these types of loans often do not have sufficient value in a
distressed or liquidation scenario to satisfy the outstanding debt. Any C&I loans collateralized by cash and marketable
securities are treated the same as private banking loans for purposes of the allowance for loan loss calculation. In
addition, syndicated loans which also involve a private equity sponsor are combined as a homogeneous group and
evaluated based on the historical trend of such loans.

Middle-Market Banking - Commercial Real Estate Loans. This loan portfolio includes loans secured by commercial
purpose real estate, including both owner occupied properties and investment properties for various purposes
including office, retail, industrial, multifamily and hospitality. Individual project cash flows as well as global cash
flows from the developer are the primary sources of repayment for these loans. Also included are commercial
construction loans, which are loans made to finance the construction or renovation of structures as well as to finance
the acquisition and development of raw land for various purposes. The increased level of risk of these loans is
generally confined to the construction period. If there are problems, the project may not be completed, and as such,
may not provide sufficient cash flow on its own to service the debt or have sufficient value in a liquidation to cover
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the outstanding principal.

The underlying purpose/collateral of the loans is an important indicator of risk for this loan portfolio. Additional risks
exist and are dependent on several factors such as condition of the local/regional economy, whether or not the project
is owner occupied, and the type of project and the experience and resources of the developer.

Private Banking Channel Loans. Our private banking lending activities are conducted on a national basis. This loan
portfolio includes primarily loans made to high-net-worth individuals and/or trusts and businesses that may be secured
by cash, marketable securities, residential property or other financial assets, as well as unsecured loans and lines of
credit. The primary sources of repayment for these loans are the income and/or assets of the borrower.

The underlying collateral is the most important indicator of risk for this loan portfolio. In addition, the condition of the
local economy and the local housing market can also have a significant impact on this portfolio, since low demand
and/or declining home values can limit the ability of borrowers to sell a property and satisfy the debt.

Management further assesses risk within each loan portfolio using key inherent risk differentiators. The components
of the allowance for loan losses represent estimates based upon ASC Topic 450, Contingencies, and ASC Topic 310,

Receivables. ASC Topic 450 applies
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to homogeneous loan pools such as consumer installment, residential mortgages and consumer lines of credit, as well
as commercial loans that are not individually evaluated for impairment under ASC Topic 310.

Impaired loans are individually evaluated for impairment under ASC Topic 310. The Company’s internal risk rating
system is consistent with definitions found in current regulatory guidelines.

On a monthly basis, management monitors various credit quality indicators for both the commercial and consumer
loan portfolios, including delinquency, non-performing status, changes in risk ratings, changes in the underlying
performance of the borrowers and other relevant factors. Refer to Note 1, Summary of Significant Accounting
Policies, for the Company’s policy for determining past due status of loans.

Management continually monitors the loan portfolio through its internal risk rating system. Loan risk ratings are
assigned based upon the creditworthiness of the borrower. Loan risk ratings are reviewed on an ongoing basis
according to internal policies. Loans within the pass rating are believed to have a lower risk of loss than loans risk
rated as special mention, substandard and doubtful, which are believed to have an increasing risk of loss.

The Company’s risk ratings are consistent with regulatory guidance and are as follows:

Non-Rated — Loans to individuals and trusts are not individually risk rated, unless they are fully secured by liquid
assets or cash, or have an exposure of $250,000 or greater and have certain actionable covenants, such as a liquidity
covenant or a financial reporting covenant. In addition, commercial loans with an exposure of less than $500,000 are
not required to be individually risk rated. Any loan, regardless of size, is risk rated if it is secured by marketable
securities or if it becomes a criticized loan. The majority of the private banking loans that are not risk rated are
residential mortgages and home equity loans. We monitor the performance of non-rated loans through ongoing
reviews of payment delinquencies. These loans comprised 4.7% and 7.0% of the total loan portfolio, as of
September 30, 2014 and December 31, 2013, respectively. For loans that are 