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OF 1934
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Act. " Yes x No
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information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form

10-K.

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 N Accelerated filer
Non-accelerated filer x (Do not check if a smaller reporting company) Smaller reporting
company

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

As of June 30, 2013, the aggregate market value of the shares of common stock held by non-affiliates, based on the
closing price per share of the registrant’s common stock as reported on The Nasdaq Global Select Market, was
approximately $394,457,000.

As of February 14, 2014, there were 28,690,279 shares of the registrant's common stock, no par value, outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the proxy statement to be filed with the Securities and Exchange Commission for the annual shareholders
meeting to be held May 20, 2014, are incorporated by reference into Part III.
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PART I

ITEM 1. BUSINESS
Overview

TriState Capital Holdings, Inc. is a bank holding company headquartered in Pittsburgh, Pennsylvania. Through our
wholly owned bank subsidiary, TriState Capital Bank, we serve middle market businesses in our primary markets
throughout the states of Pennsylvania, Ohio, New Jersey and New York. We also serve high net worth individuals on
a national basis through our private banking channel. We market and distribute our products and services through a
scalable branchless banking model, which creates significant operating leverage throughout our business as we
continue to grow.

Our success has been built upon the vision and focus of our executive management team to establish the premier
regional business bank for middle market companies by combining the sophisticated banking products of a large
financial institution with the personalized service of a community bank. Our management team and board of directors
have extensive commercial banking and investment management experience as well as valuable business relationships
in the markets we serve and products we offer. Our branchless banking model involves centralized deposit operations,
underwriting, portfolio management, credit administration, legal and compliance, and risk management, among other
administrative functions at our headquarters, while our representative offices are used to market our loan and deposit
products and services. We believe significant growth and enhanced profitability will be achieved as we further
leverage the relationships of our sales force and our scalable infrastructure.

On January 3, 2014, we entered into a definitive asset purchase agreement with Chartwell Investment Partners LP, an
investment management firm with over 150 institutional clients and approximately $7.5 billion in assets under
management. We believe that this acquisition will enhance our recurring fee revenue, provide new product offerings
for our national network of financial intermediaries, and leverage our financial services distribution capabilities. This
acquisition is expected to close by the end of the first quarter in 2014.

Our Business Strategy

The genesis of our formation was a belief by our founder and co-founders that the banking needs of middle market
businesses in our primary markets and many high net worth individuals were not adequately served by the banking
industry. They believed that a sales oriented, conservatively managed and scalable bank, with highly experienced
bankers and without the cost structure of a traditional branch network, could grow and generate attractive returns for
shareholders. The following are the key components of our business strategies:

Our Sales and Distribution Culture. We focus on efficient and profitable sales and distribution of middle market
business and private banking products and services, while maintaining a low-risk and diversified balance sheet. Each
of our 42 middle market and private banking relationship managers concentrates on marketing our specific product
and service offerings within his or her target market. Our relationship managers have significant experience in the
banking and financial services industries and are focused on customer service. We monitor gross profit contribution,
loan and deposit growth, and asset quality by market and by relationship manager. Our compensation program is
designed to incentivize our market presidents and relationship managers to prudently grow their loans, deposits and
profitability, while maintaining strong asset quality.

Disciplined Risk Management. We place an uncompromising emphasis on effective risk management as an integral

component of our organizational culture. We use our risk management infrastructure to monitor existing operations,
support decision-making and improve the success rate of new initiatives. To maintain strong asset quality, we employ
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centralized and thorough loan underwriting, a diversified loan portfolio, highly experienced credit analysts and
portfolio managers and a conservative investment securities portfolio. Our relationship managers have no individual
signing authority and, except for a narrowly defined category of loans secured solely by cash or marketable securities,
each new loan request must be approved by our Senior Loan Committee. In addition, we have focused on growing
loans originated through our private banking channel. We believe these loans have lower credit risk because they are
typically personally guaranteed by high net worth borrowers and/or are secured by readily liquid collateral, such as
marketable securities.

Experienced Professionals. Having successful and high quality professionals is critical to continuing to drive prudent
growth in our business. In addition to our experienced executive management team and board of directors, we employ
highly experienced personnel across our entire organization. Our middle market banking presidents each have at least
25 years of banking experience and our middle market relationship managers have an average of more than 20 years
of banking experience. We believe that our distinct business model, culture, and scalable platform enable us to attract
and retain high quality professionals. Additionally, our low overhead costs give us the financial capability to attract
and incentivize qualified professionals who desire to work in an entrepreneurial and results-oriented organization.

Efficient and Scalable Operating Model. We believe our branchless banking model gives us a competitive advantage
by eliminating

4
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the overhead and intense management requirements of a traditional branch network. Moreover, we believe that we
have a scalable platform and organizational infrastructure that position us to grow our revenue more rapidly than our
operating expenses. Key attributes of our branchless banking model include: (1) existing relationship manager and
staffing levels at our headquarters and representative offices which we believe are adequate to support significant
growth; (2) a highly scalable private banking channel through our loan referral relationships; (3) centralized deposit
operations, underwriting, portfolio management, credit administration, accounting, finance, risk management,
compliance, legal and human resources at our headquarters; (4) qualified external data processing and technology
providers; and (5) our ability to replicate our model in new markets with low entry costs. Relationship managers in
our representative offices solicit loan and deposit products and services in their markets and act as liaisons to our
headquarters. Consistent with our centralized operations and regulatory requirements, however, we do not disburse or
transmit funds, accept loan repayments or contract for deposits or deposit-type liabilities through our representative
offices.

Lending Strategy. We generate loans through our middle market banking and private banking channels. These
channels provide risk diversification and offer significant growth opportunities.

Middle Market Banking Channel. As of December 31, 2013, there were more than 125,000 middle market businesses
(defined as businesses with revenues between $5.0 million and $300.0 million) located within our primary markets,
according to OneSource Information Services, Inc. To capitalize on this opportunity, each of our representative
offices is led by a market president who has over 25 years of banking experience, including significant experience in
his or her relevant geographic markets. Our market presidents understand the specialized lending needs of the middle
market businesses in their area. They are supported by highly experienced relationship managers with a reputation for
success in targeting middle market business customers and maintaining strong credit quality within their loan
portfolios.

Private Banking Channel. We also provide loan products and services nationally to executives and high net worth
individuals many of whom we source through referral relationships with independent broker-dealers, wealth
managers, family offices, trust companies and other financial intermediaries. Our private banking products include
{oans secured by cash, marketable securities and other asset-based loans. Our relationship managers have cultivated
referral arrangements with 75 financial intermediaries. Under these arrangements, the financial intermediaries are able
to refer their clients to us for responsive and sophisticated banking services. We believe many of our referral
relationships also create cross-selling opportunities with respect to our deposit products.

As shown in the table below, we have achieved loan growth through each of our banking channels. Our middle market
banking channel generated $85.7 million of loan growth for the year ended December 31, 2013. Within our middle
market channel, our commercial and industrial loans declined by $13.0 million, or 1.7%, while our commercial real
estate loans grew by $98.7 million, or 21.8%, for the year ended December 31, 2013.

As of December 31, 2013, loans sourced through our private banking channel represented 30.6% of our total loans,
including personal and commercial, and such loans grew by $133.5 million, or 30.6%, for the year ended December
31, 2013. In addition, as of December 31, 2013, $349.8 million of our private banking channel loans were secured by
cash and marketable securities, which represented an increase of $112.6 million, or 47.5%, for the year ended
December 31, 2013. We expect continued strong loan and deposit growth in this channel, in part, because we added
18 new loan referral relationships during the year ended December 31, 2013 for a total of 75 referral relationships at
the end of 2013. We have also experienced continued growth in the number of customers resulting from our existing
referral relationships.

December 31, 2013 Change from 2012
(Dollars in thousands) 2013 2012 Amount Percent
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Middle market banking offices:

Western Pennsylvania $369,866 $365,807 $4,059 1.1 %
Eastern Pennsylvania 383,985 402,645 (18,660 ) (4.6 )%
Ohio 239,209 262,886 (23,677 )(9.0 )%
New Jersey 218,959 170,424 48,535 28.5 %
New York (D 79,410 3,984 75,426 1,893.2 %
Total middle market banking channel loans 1,291,429 1,205,746 85,683 7.1 %
Total private banking channel loans 569,346 435,882 133,464 30.6 %
Total loans $1,860,775 $1,641,628 $219,147 13.3 %

() Our New York representative office opened for business in August 2012.

Middle Market Lending. We believe we have significant opportunities for continued loan growth due to our expertise
in middle market commercial lending. Our market presidents and relationship managers have significant experience in
our primary markets, as well as
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with middle market loan products and businesses. Our middle market bankers gained their expertise through training
and experience with various larger banks within our markets and have brought with them a wealth of lending
knowledge. We believe this is evidenced by our track record of middle market commercial loan growth and our
history of strong asset quality.

Private Banking Channel Lending. The fastest growing component of our loan portfolio is the loans secured by
marketable securities sourced through our private banking channel. These loans are primarily made to individuals,
closely held businesses, partnerships or trusts. Our executive and senior management teams and our board of directors
have extensive experience in the wealth management and securities industries. This expertise helps us to better
understand and anticipate the banking needs of this market, to develop relationships more quickly and to more
effectively manage the risk in this segment of our loan portfolio. We have developed a proprietary system for
monitoring the account balances and collateral values of marketable securities that secure our private banking channel
loans. We believe this system helps us to more effectively mitigate the credit risk associated with these loans. Since
inception, we have had no charge-offs related to our loans secured by marketable securities.

Deposit Funding Strategy. Since inception, we have focused on creating and growing diversified, stable, and low
all-in cost deposit channels, both in our primary markets and across the United States, without operating a traditional
branch network. As of December 31, 2013, we consider more than 80.0% of our total deposits to be sourced from
direct customer relationships. We believe our sources of deposits continue to provide excellent opportunities for
growth. Our sources of deposits include:

deposits from high net worth individuals and business customers from our private banking channel, including family
offices, trust companies and wealth management firms;

deposits from businesses and municipalities located within our primary markets; and
deposit accounts from financial institutions.

We take a multilayered approach to our deposit growth strategy. We believe our relationship managers are an integral
part of this approach and, accordingly, we have competitive incentives for them to increase the deposits associated
with their relationships. We have four relationship managers who are specifically dedicated to deposit generation and
treasury management, and we plan to add additional such professionals as appropriate to support our growth.
Additionally, we believe that our financial performance and our products and services that are targeted to our markets
enhance our deposit growth. For additional details regarding our deposit products and services, see “Our Products and
Services-Deposits.”

Investment Management Strategy. We have executed on our investment management strategy with the January 3,
2014, signing of a definitive asset purchase agreement with Chartwell Investment Partners LP, an investment
management firm with over 150 institutional clients and approximately $7.5 billion in assets under management. We
believe that this acquisition will enhance our recurring fee revenue, provide new product offerings for our national
network of financial intermediaries, and leverage our financial services distribution capabilities. We have received
regulatory approval and this acquisition is expected to close by the end of the first quarter in 2014. All of the
employees of Chartwell, including the experienced management team, will join our investment management business
upon the closing. In addition, James F. Getz, our Chairman, Chief Executive Officer and President, along with several
members of our board of directors, including James J. Dolan, James E. Minnick and Richard B. Seidel, and a number
of our other personnel have significant experience in investing in and operating investment management companies.

Market Reputation. We believe that our strong market reputation has become and will remain a competitive advantage
within our primary markets and for our private banking channel. We believe that we have established a reputation as
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both a sophisticated lender and a customer-focused financial institution. Given the timing of our formation, our
limited exposure to higher risk loan products such as land development loans and our relatively strong asset quality,
we have been able to focus more of our attention on building strong business and personal relationships and
addressing the particular needs of our customers.

Our Markets

For our middle market banking channel, our primary markets of Pennsylvania, Ohio, New Jersey and New York
include the four major metropolitan statistical areas ("MSA") of Pittsburgh and Philadelphia, Pennsylvania;
Cleveland, Ohio and New York, New York (which includes northern New Jersey) in which our headquarters and four
representative offices are located. We believe that our primary markets including these MSAs are long-term, attractive
markets for the types of products and services that we offer, and we anticipate that these markets will continue to
support our projected growth. With respect to our loans and other financial services and products, we selected the
locations for our representative offices partially based upon the number of middle market businesses located in these
MSAs and their respective states. As of December 31, 2013, there were more than 125,000 middle market businesses
in our primary markets with annual sales between $5.0 million and $300.0 million, which represented approximately
16.6% of the national total as of that date, according to OneSource Information Services, Inc. According to SNL
Financial, as of July 1, 2012, the aggregate population of the four MSAs in which our headquarters and four
representative offices are located was approximately 29.5 million, which represented approximately

6
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9.4% of the national population at that time. We believe that the population and business concentrations within our
primary markets provide attractive opportunities to grow our business.

Through our distribution channels, we pursue and create deposit relationships with customers located throughout the
United States, as well as more specifically in our primary markets, including the four MSAs where our offices are
located. Because our deposit operations are centralized in our Pittsburgh headquarters, though, all of our deposits are
aggregated and accounted for in that MSA. For these distribution and reporting reasons, we do not consider deposit
market share in any MSA or any of our primary markets to be relevant data. However, for perspective on the size of
the deposit markets in which we have offices, the total aggregate deposits in the four MSAs were approximately $1.4
trillion as of December 31, 2013, according to SNL Financial.

In addition to middle market businesses in our primary markets, we also serve high net worth individuals on a national
basis, which we primarily source through referral relationships with independent broker-dealers, wealth managers,
family offices, trust companies and other financial intermediaries. We view our product offerings as being most
appealing to those households with $500,000 or more in net worth (not including their primary residence).

Our Products and Services

We offer our clients an array of products and services, including loan and deposit products, cash management services
and capital market services such as interest rate swaps. Our loan products include, among others, commercial and
personal loans, asset-based loans, commercial real estate loans, loans secured by cash or marketable securities,
acquisition financing, and letters of credit. Our deposit products include, among others, checking accounts, money
market deposit accounts, certificates of deposit, and Promontory’s CDARS and Insured Cash Sweep® services. Our
cash management services include online balance reporting, online bill payment, remote deposit, liquidity services,
wire and ACH services, foreign exchange and controlled disbursement. More information about our key products and
services, including a discussion about how we manage our products and services within our overall business and
enterprise risk strategy, is set forth below.

We expect to continue to develop and implement additional products for our clients, including the investment
management product offerings we anticipate offering to our financial intermediary referral sources through our
pending acquisition of an investment management business. For additional information, see “Our Business
Strategy-Investment Management Strategy.”

Loans

Our primary source of income is interest on loans. Our loan portfolio consists primarily of commercial and industrial
loans, real estate loans secured by commercial real estate properties and personal loans to our private banking clients.
Our loan portfolio represents the highest yielding component of our earning assets.

The following table presents the composition of our loan portfolio, by category, as of December 31, 2013.

(Dollars in thousands) December 31, Percent of

2013 Loans
Commercial and industrial $879,440 47.2 %
Commercial real estate 576,004 31.0 %
Private banking-personal 405,331 21.8 %
Total loans $1,860,775 100.0 %

Commercial and Industrial Loans. Our commercial and industrial loan portfolio includes loans made to service
companies or manufacturers generally for the purpose of production, operating capacity, accounts receivable,

11
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inventory or equipment financing acquisitions and recapitalizations. Cash flow from the borrower’s operations
provides the primary source of repayment for these loans. Except for our commercial loans that are secured by cash or
marketable securities, the primary risks associated with commercial and industrial loans include potential declines in
the value of collateral securing these loans, the highly-leveraged nature and inconsistent earnings of some commercial
borrowers and the larger average balances of commercial and industrial loans made to individual borrowers. We work
throughout the lending process to manage and mitigate such risks within our commercial and industrial loan portfolio.

Included in the commercial and industrial loans above are $140.4 million of loans sourced through our private
banking channel to entity borrowers or with proceeds to be used for a commercial or business purpose, a majority of
which are secured by marketable securities.

Our commercial and industrial loans include both working capital lines of credit and term loans. Working capital lines
of credit generally have maturities ranging from one to five years. Availability under our commercial lines of credit is
typically limited to a percentage of the value of the assets securing the line. Those assets typically include accounts
receivable, inventory and occasionally equipment.

7
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Depending on the risk profile of the borrower, we may require periodic accounts receivable and payables agings, as
well as borrowing base certificates representing borrowing availability after applying appropriate advance percentage
rates to the collateral. Our commercial and industrial term loans generally have maturities between three to five years,
and typically do not extend beyond seven years. Our commercial and industrial lines of credit and term loans typically
have floating interest rates.

Commercial Real Estate Loans. We concentrate on making commercial real estate loans to experienced borrowers
that have an established history of successful projects. The cash flow from income-producing properties or the sale of
property from for-sale construction and development loans are generally the primary sources of repayment for these
loans. The equity sponsors of our borrowers generally provide a secondary source of repayment from excess global
cash flows and liquidity. The primary risks associated with commercial real estate loans include credit risk arising
from difficulty in liquidating collateral securing the loans, the dependency of repayment upon income generated from
the property securing the loan and the vulnerability of such income to changes in market conditions. We work
throughout the lending process to manage and mitigate such risks within our commercial real estate loan portfolio.

A majority of our commercial real estate loans are made to borrowers with projects or properties located within our
primary markets. Our relationship managers are experienced lenders who are familiar with the trends within their local

real estate markets.

The table below shows the composition of our commercial real estate portfolio as of December 31, 2013.

(Dollars in thousands) December 31, Percent of Percent of
2013 CRE Loans Total Loans

Commercial real estate term loans:

Income-producing property loans $339,068 58.9 %18.3 %
Owner-occupied term loans 78,386 13.6 %4.2 %
Multifamily/apartment loans 100,927 17.5 %5.4 %
Total real estate term loans 518,381 90.0 %279 %
Residential construction loans 9,312 1.6 %0.5 %
Other construction loans 43,129 7.5 %?2.3 %
Land development loans 5,182 0.9 %0.3 %
Total commercial real estate loans $576,004 100.0 %31.0 %

Included in the commercial real estate loans above are $23.6 million of loans sourced through our private banking
channel with proceeds to be used for a commercial or business purpose.

Real Estate Term Loans. As of December 31, 2013, approximately $518.4 million, or approximately 27.9% of total
loans, consisted of real estate term loans. Our real estate term loans include credit secured by various types of
income-producing properties, owner-occupied term loans and multifamily/apartment loans. In making real estate term
{oans, we look for income-producing properties that have established cash flows sufficient to service the proposed
loan on an amortizing basis. Our real estate term loans generally have maturities of five to seven years and are offered
with both fixed and floating interest rates. In addition to providing real estate term loans for investment properties, we
also finance owner-occupied commercial properties.

Construction Loans. As of December 31, 2013, approximately $52.4 million, or approximately 2.8% of total loans,
consisted of residential and other construction loans. Our residential construction loans are typically for single-family
residential properties. Our other construction loans are typically for projects used in manufacturing, warehousing,
office, service, retail and multifamily housing. These loans are usually floating rate loans. Generally, our construction
loans have a term of one to three years, but can include an amortizing term loan period of generally three to five years
contingent upon the property meeting established debt service coverage levels. Properties related to our construction

13
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loans are frequently pre-leased at a level that will generate sufficient cash flow to service the fully advanced
construction loan on an amortizing basis upon the completion of construction.

Land Development Loans. As of December 31, 2013, the remaining $5.2 million, or approximately 0.3% of

total loans, consisted of land development loans. Our land development loans include loans to finance the
purchase and development of land for sale. We make these loans on a limited basis. In making land

. development loans, we typically require a higher level of equity to be invested by the borrower and strong
levels of borrower global cash flows to reduce reliance on land sales for repayment of the loan. These loans
are typically structured as lines of credit with one to three year maturities and usually have floating interest
rates.

Private Banking-Personal Loans. Our private banking-personal loans, along with certain of our loans classified as
commercial loans, are sourced through our private banking channel, which operates on a national basis. These loans
consist primarily of loans made to high net worth individuals that may be secured by cash, marketable securities,
residential property or other financial assets. We also have a

8
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limited number of unsecured loans and lines of credit in our private banking-personal loan portfolio that have been
made to creditworthy borrowers. The primary source of repayment for these loans is the income and assets of the
borrower(s). Because a majority of our private banking-personal loans are secured by cash, marketable securities or
residential real estate, we believe the credit risk inherent in this segment of our portfolio is lower than the risk
associated with our commercial and industrial and commercial real estate portfolios, although there are risks
associated with the value of the collateral securing these loans.

Our private banking-personal lines of credit are generally due on demand or have terms of 364 days. Our term loans
(other than mortgage loans) in this category generally have maturities of three to five years. On an accommodative
basis, we have made personal residential real estate loans consisting primarily of first and second mortgage loans for
residential properties, including jumbo mortgages. Our residential mortgage loans typically have maturities of seven
years or less. On a limited basis we have originated mortgage loans with maturities of up to ten years and acquired
other residential mortgages that had original maturities of up to 30 years. Our personal lines of credit typically have
floating interest rates. We examine the personal cash flow and liquidity of our individual borrowers when
underwriting our private banking-personal loans not secured by cash or marketable securities. In some cases we
require our borrowers to agree to maintain a minimum level of liquidity that will be sufficient to repay the loan.

As of December 31, 2013, we had $405.3 million of outstanding private banking-personal loans, or approximately
21.8% of total loans. As discussed above, we also make loans through our private banking channel with the proceeds
used for a commercial or business purpose. Those loans are included in the above-described commercial and industrial
and commercial real estate categories for the purposes of this discussion.

The table below includes all loans made through our private banking channel, by collateral type, as of the dates
indicated.

Percent of

December 31, . . Percent of
Private Banking

2013 Total Loans
Channel Loans

(Dollars in thousands)

Private banking-personal loans:

Secured by residential real estate $162,681 28.6 % 8.8 %
Secured by cash and marketable securities 235,113 41.3 %12.6 %
Other 7,537 1.3 % 0.4 %
Total private banking-personal loans 405,331 71.2 %21.8 %
Private banking-commercial loans:

Secured by commercial real estate 23,616 4.2 %1.3 %
Secured by cash and marketable securities 114,653 20.1 %6.2 %
Other 25,746 4.5 % 1.4 %
Total private banking-commercial loans 164,015 28.8 % 8.9 %
Total private banking channel loans $569,346 100.0 %30.7 %

Loan Underwriting

Our focus on maintaining strong asset quality is pervasive throughout all aspects of our lending activities, and it is
especially apparent in our loan underwriting function. We are selective in targeting our lending to middle market
businesses, commercial real estate investors and developers and high net worth individuals that we believe will meet
our credit standards. Our credit standards are determined by our Credit Risk Policy Committee that is made up of
senior bank officers, including our Chairman and Chief Executive Officer, Vice Chairman and Chief Financial
Officer, Vice Chairman, Chief Credit Officer, Chief Risk Officer and our market presidents.

15
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Our underwriting process is multilayered. Prospective loans are first reviewed by our relationship managers and
market presidents. The prospective commercial and certain private banking loans are then presented to a pre-screen
group composed of the Chief Credit Officer and all of the market presidents. Finally, the prospective loans are
submitted to our Senior Loan Committee for approval, with the exception of a limited amount of loans that are fully
secured by cash or marketable securities. Members of the Senior Loan Committee include our Chairman and Chief
Executive Officer, Vice Chairman and Chief Financial Officer, Vice Chairman, Chief Credit Officer, Chief Risk
Officer (as a non-voting member) and our market presidents. All of our lending personnel, from our relationship
managers to the members of our Senior Loan Committee, have significant experience that benefits our underwriting
process.

We maintain high credit quality standards. Each credit approval, renewal, extension, modification or waiver is
documented in written form to reflect all pertinent aspects of the transaction. Our underwriting analysis generally
includes an evaluation of the borrower’s business, industry, operating performance, financial condition and typically
includes a sensitivity analysis of the borrower’s ability to repay the loan.

9

16



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

Table of Contents

Our lending activities are subject to internal exposure limits that restrict concentrations of loans within our portfolio to
certain maximum percentages of our total loans and/or our total capital levels. These exposure limits are approved by
our Senior Loan Committee and our board of directors based upon recommendations made by the Credit Risk Policy
Committee. Our internal exposure limits are established to avoid unacceptable concentrations in a number of areas,
including in our different loan categories and in specific industries. In addition, we have established an informal limit
on loans that is significantly lower than our legal lending limit.

Loan Participations

Direct loans include loans that were originated directly by us or, on a limited basis, loans that we have acquired.
Participation loans include loans where we provide a pro rata portion of a larger credit facility that is collectively
offered by a group of banks with one bank acting as the agent bank. We divide these participation loans into two
categories: syndication and club loans. Syndications are participations in loans of at least $20 million that are shared
by three or more financial institutions. Our club loans include all of our other participations. Our club loans generally
have the following characteristics: (1) a smaller number of participating banks; (2) we hold a larger pro rata
percentage participation in the credit; (3) we have a depository relationship with the borrower; and (4) we provide
active input with respect to the management of the credit. Many of our syndication loans also have one or more of the
above-described characteristics.

We are part of the originating bank group in connection with our loan participations and none of the participation
loans in our loan portfolio had been purchased on the secondary market. Our participation loans are to borrowers
typically located within our primary markets and are generally made to companies that are known to us and with
whom we have direct contact. We utilize the same underwriting criteria for our participation loans that we use for
loans that we originate directly.

Loan participations offer advantages in a diversified loan portfolio. These loans have helped us to diversify the risk
inherent in our loan portfolio by allowing us to access a broader array of corporations with different credit profiles,
repayment sources, geographic footprints and with larger revenue bases than those businesses associated with our
direct loans.

The following table presents the composition of our loan portfolio, by category based upon direct loans and
participation loans, as of the dates indicated.
December 31,

(Dollars in thousands) 2013 2012

Sole bank $1,166,892 $902,185
Lead bank 104,554 73,348
Total direct loans 1,271,446 975,533
Club 111,516 134,661
Syndications 477,813 531,434
Total participations loans 589,329 666,095
Total loans $1,860,775 $1,641,628
Private Equity Lending

We make loans to companies owned by private equity funds. A majority of the private equity funds that support these
borrowers are located within our primary markets. Generally, our private equity fund relationships are with large, well
established funds with committed investors. We believe these types of funds possess the financial strength, experience
and professionalism to effectively evaluate, manage and support their acquisitions. The companies that we typically
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finance that are owned by private equity funds are either located within our primary markets or, if outside, are located
where we can efficiently service the relationship. We maintain regular direct contact with private equity funds
regarding the performance of their companies for which we have provided financing. We regularly monitor our
exposure level to any one private equity fund sponsor. As of December 31, 2013, we had $346.5 million in term loans
to private equity backed businesses, which represented approximately 18.6% of our total loans.

Loan Portfolio Concentrations
Diversified lending approach. We are committed to maintaining a diversified loan portfolio. We also concentrate on
making loans to businesses where we have or can obtain the necessary expertise to understand the credit risks

commonly associated with the borrower’s industry. We avoid lending to businesses that would require a high level of
specialized industry knowledge that we do not have.

10
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The following table shows the composition of our loan portfolio by borrower industry as of December 31, 2013.

(Dollars in thousands) December 31, Percent of

2013 Total Loans

Industry:

Real estate, rental and leasing $413,875 22.2 %
Service 405,333 21.8 %
Private household 391,245 21.0 %
Manufacturing 266,225 14.3 %
Construction 98,166 5.3 %
Wholesale trade 68,926 3.7 %
Information 56,229 3.0 %
Retail trade 39,094 2.1 %
Mining 34,914 1.9 %
Transportation and warehousing 28,888 1.6 %
All others 57,880 3.1 %
Total loans $1,860,775 100.0 %

Borrowers represented within the real estate, rental and leasing category are largely owners and managers of both
residential and non-residential commercial real estate income-producing properties. Loans extended to borrowers
within the service industries include loans to finance working capital and equipment. Significant trade categories
represented within the service industries include, among others, financial services, scientific/technical services, health
care and hospitality services. Loans extended to borrowers within the manufacturing industry include loans to
manufacturers of paper, chemicals, plastics, rubber, glass and clay products. Loans extended to borrowers in the
private household industry include our private banking-personal loans.

Geographic criteria. We focus on developing client relationships with companies that have headquarters and/or
significant operations within our primary markets.

The table below shows the composition of our commercial and industrial loans and our commercial real estate loans
based upon the states where our borrowers are located. Loans to borrowers located in our four primary market states
make up 77.7% of our total commercial loans outstanding as of December 31, 2013. When those loans are aggregated
with our loans to borrowers located in states that are contiguous to our primary market states, the percentage increases
to approximately 87.3% of our commercial loan portfolio.

Percent of Total

. December 31, .
(Dollars in thousands) Commercial
2013

Loans

Geographic region:

Pennsylvania $505,170 34.7 %
Ohio 216,494 14.9 %
New Jersey 196,169 13.5 %
New York 212,836 14.6 %
Contiguous states 139,716 9.6 %
Other states 185,059 12.7 %
Total commercial loans $1,455,444 100.0 %
Deposits

An important aspect of our business franchise is the ability to gather deposits. Deposits provide the primary source of
funding for our lending activities. We offer traditional depository products including checking accounts, money
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market deposit accounts and certificates of deposit and CDARS® and ICS® reciprocal products. We also offer cash
management services, including online balance reporting, online bill payment, remote deposit, liquidity services, wire
and ACH services and collateral disbursement. Our deposits are insured by the FDIC up to statutory limits. Our
average non-brokered deposit account size was $303,000 as of December 31, 2013.

As our institution has matured, we have been successful in developing our non-brokered deposit relationships and this
has enabled us to decrease our use of brokered deposits. As of December 31, 2013, non-brokered deposits represented
approximately 60.4% of our total
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deposits. Our non-brokered deposit sources primarily include deposits from financial institutions, high net worth
individuals, family offices, trust companies, wealth management firms, business customers and their executives. We
compete for deposits by offering a range of deposit products at competitive rates. We also attract deposits by offering
customers a variety of cash management services. We maintain direct customer relationships with many of our
depositors whose deposits are considered to be brokered for regulatory purposes, including with many of our
CDARS® and ICS® reciprocal depositors. For additional information about our deposit products and our overall
funding strategy, see “Our Business Strategy-Deposit Funding Strategy.”

The table below shows the balances of our deposit portfolio by source, as of the dates indicated.

December 31, 2013 Change from 2012
(Dollars in thousands) 2013 2012 Amount Percent
Non-brokered deposits:
Private banking
Business $66,925 $94,441 $(27,516 )(29.1 )%
Personal 174,655 181,901 (7,246 )(4.0 )%
Total private banking 241,580 276,342 (34,762 )(12.6 )%
Financial institutions 496,167 477,268 18,899 4.0 %
Businesses 446,511 352,016 94,495 26.8 %
Total non-brokered deposits 1,184,258 1,105,626 78,632 7.1 %
Brokered deposits:
Money market deposit accounts 308,608 281,322 27,286 9.7 %
CDARS® time deposits 418,839 344,980 73,859 21.4 %
Time deposits 50,000 91,451 (41,451 )(45.3 )%
Total brokered deposits 777,447 717,753 59,694 8.3 %
Total deposits $1,961,705 $1,823,379 $138,326 7.6 %
Non-brokered deposits to total deposits 60.4 % 60.6 %
Competition

We operate in a very competitive industry and face significant competition for customers from bank and non-bank
competitors, particularly regional and national institutions, in originating loans, attracting deposits and providing other
financial services. We compete for loans and deposits based upon the personal and responsive service offered by our
highly experienced relationship managers, access to management and interest rates. As a result of our low fixed
operating costs, we believe we are able to compete for customers with the competitive interest rates that we pay on
deposits and that we charge on our loans.

Our management believes that our most direct competition for deposits comes from commercial banks, savings and
loan associations, credit unions, money market funds and brokerage firms, particularly national and large regional
banks, that target the same customers we do. Competition for deposit products is generally based on pricing because
of the ease with which customers can transfer deposits from one institution to another. Our cost of funds fluctuates
with market interest rates and our ability to further reduce our cost of funds may be affected by higher rates being
offered by other financial institutions. During certain interest rate environments, additional significant competition for
deposits may be expected to arise from corporate and government debt securities and money market mutual funds.

Our competition in making loans comes principally from national, regional and large community banks, insurance
companies and full service brokerage firms. Many large national and regional commercial banks have a significant
number of branch offices in the areas in which we operate. Aggressive pricing policies and terms of our competitors
on middle market and private banking loans, especially during a period of prolonged low interest rates, may result in a
decrease in our loan origination volume and a decrease in our yield on loans. We compete for loans principally
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through the quality of products and service we provide to middle market customers and private banking referral
relationships, while maintaining competitive interest rates, loan fees and other loan terms.

Our relationship-based approach to business also enables us to compete with other financial institutions in attracting
loans and deposits. Our relationship managers and market presidents have significant experience in the banking
industry in the markets they serve and are focused on customer service. By capitalizing on this experience and by
tailoring our products and services to the specific needs of our clients, we have been successful in cultivating stable
relationships with our customers and also with financial intermediaries who refer their clients to us for banking
services. We believe our approach to customer relationships will assist us in continuing to compete effectively for
loans and deposits in our primary markets and nationally through our private banking channel.

12
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Employees

As of December 31, 2013, we had approximately 129 full-time equivalent employees. None of our employees are
represented by any collective bargaining unit or are parties to a collective bargaining agreement. We believe that our
relations with our employees are good.

Supervision and Regulation
General

Banking is highly regulated under federal and state law. We are a bank holding company registered under the Bank
Holding Company Act of 1956, as amended, and are subject to supervision, regulation and examination by the Federal
Reserve. TriState Capital Bank is a commercial bank chartered under the laws of the State of Pennsylvania that is not
a member of the Federal Reserve System and is subject to supervision, regulation and examination by the
Pennsylvania Department of Banking and Securities and the FDIC. This system of supervision and regulation
establishes a comprehensive framework for our operations. Failure to meet regulatory standards could have a material
and adverse impact on our operations and activities, financial condition, results of operations, growth plans and future
prospects.

The following is a summary of material laws, rules and regulations governing banks and bank holding companies, but
does not purport to be a complete summary of all applicable laws, rules and regulations. These laws and regulations
may change from time to time and the regulatory agencies often have broad discretion in interpreting them. We cannot
predict the outcome of any future changes to these laws, regulations, regulatory interpretations, guidance and policies,
which may have a material and adverse impact on the financial markets in general, and our operations and activities,
financial condition, results of operations, growth plans and future prospects specifically.

Dodd-Frank Act

On July 21, 2010, the Dodd Frank Financial Reform and Consumer Protection Act ("Dodd Frank Act") was enacted.
The Dodd-Frank Act aims to restore responsibility and accountability to the financial system by significantly altering
the regulation of financial institutions and the financial services industry. Many of the provisions of the Dodd-Frank
Act require rulemaking by federal regulatory agencies over the next several years and have delayed effective dates,
which will affect how financial institutions are regulated in the future. The ultimate effect of the Dodd-Frank Act and
its implementing regulations on the financial services industry in general, and on us in particular, is still uncertain at
this time.

The Dodd-Frank Act, among other things:
establishes the Consumer Financial Protection Bureau, an independent organization within the Federal Reserve with
eentralized responsibility for promulgating rules for, and enforcing, federal consumer financial protection laws

applicable to all entities offering consumer financial products or services;

establishes the Financial Stability Oversight Council, tasked with the authority to identify and monitor institutions and
systems that pose a systemic risk to the financial system;

changes the assessment base for federal deposit insurance from the amount of insured deposits held by the depository
institution to the institution’s average total consolidated assets less tangible equity;
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tncreases the minimum reserve ratio for the Deposit Insurance Fund from 1.15% to 1.35%;
permanently increases the deposit insurance coverage amount from $100,000 to $250,000;

requires the FDIC to make its capital requirements for insured depository institutions countercyclical, so that capital
requirements increase in times of economic expansion and decrease in times of economic contraction;

requires bank holding companies and banks to be “well capitalized” and “well managed” in order to acquire banks located
outside of their home state and requires any bank holding company electing to be treated as a financial holding
company to be “well capitalized” and “well managed”;

directs the Federal Reserve to establish interchange fees for debit cards under a “reasonable and proportional cost” per
transaction standard;

limits the ability of banking organizations to sponsor or invest in private equity and hedge funds and to engage in
proprietary trading;
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increases regulation of consumer protections regarding mortgage originations, including originator compensation,
minimum repayment standards, and prepayment consideration;

restricts the preemption of select state laws by federal banking law applicable to national banks and removes federal
preemption for subsidiaries and affiliates of national banks;

authorizes national and state banks to establish de novo branches in any state that would permit a bank chartered
in that state to open a branch at that location;

established the Volcker rule to restrict proprietary trading and ownership of certain funds by banks; and

repeals the federal prohibition on the payment of interest on demand deposits, thereby permitting depository
institutions to pay interest on business transaction and other accounts.

Some of these provisions may have the consequence of increasing our expenses, decreasing our revenues, and
changing or limiting the activities in which we engage. The environment in which banking organizations will operate
after the financial crisis, including legislative and regulatory changes affecting capital, liquidity, supervision,
permissible activities, corporate governance and compensation, changes in fiscal policy and steps to eliminate
government support for banking organizations, may have long-term effects on the business model and profitability of
banking organizations that cannot now be foreseen. The specific impact on our current activities or new financial
activities that we may consider in the future, our financial performance and the market in which we operate will
depend on the rules the relevant agencies develop, their implementation and the reaction of market participants to
these regulatory developments. Many aspects of the Dodd-Frank Act are subject to further rulemaking and will take
effect over several years. While we cannot predict what effect any presently contemplated or future changes in the
laws or regulations or their interpretations would have on us, these changes could be materially adverse to our
operations and activities, financial condition, results of operations, growth plans and future prospects.

Volcker Rule Impact on Certain investment Markets

On December 10, 2013, five federal regulatory agencies (the SEC, CFTC, Federal Reserve, FDIC and OCC) approved
and published the final rules for the implementation of the Volcker Rule. The final rules go into effect on July 21,
2015. Importantly for banks, the final rules exempted loans from the proprietary trading restrictions imposed on banks
for most other assets. In addition to the impact of these rules on bank holding companies and banks, like us and
TriState Capital Bank, they also apply to collateralized loan obligations ("CLO"). Further, the rules affected trust
preferred securities, including those issued by banks. Tristate Capital Bank has not issued or sponsored either CLOs or
trust preferred securities, but TriState Capital Bank from time to time has invested in trust preferred securities. While
we do not expect our investment to be directly impacted by the final rules, the full results of these final rules on the
markets for CLOs and trust preferred securities could negatively impact our financial condition. Assuming the
completion of our acquisition of Chartwell, the Volcker Rule could have material adverse effects on our investment
management business.

Regulatory Capital Requirements

Capital adequacy. The Federal Reserve monitors the capital adequacy of our holding company, on a consolidated
basis, and the FDIC and the Pennsylvania Department of Banking and Securities monitor the capital adequacy of
TriState Capital Bank. The regulatory agencies use a combination of risk-based guidelines and a leverage ratio to
evaluate capital adequacy and consider these capital levels when taking action on various types of applications and
when conducting supervisory activities related to safety and soundness. The risk-based capital standards are designed

25



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

to make regulatory capital requirements more sensitive to differences in risk profiles among financial institutions and
their holding companies, to account for off-balance sheet exposure, and to minimize disincentives for holding liquid
assets. Assets and off-balance sheet items, such as letters of credit and unfunded loan commitments, are assigned to
broad risk categories, each with appropriate risk weights. Regulatory capital, in turn, is classified in one of two tiers.
“Tier 17 capital includes common equity, retained earnings, qualifying non-cumulative perpetual preferred stock, and
minority interests in equity accounts of consolidated subsidiaries, less goodwill, most intangible assets and certain
other assets. “Tier 2” capital includes, among other things, qualifying subordinated debt and allowances for loan and
lease losses, subject to limitations. The resulting capital ratios represent capital as a percentage of total risk-weighted
assets and off-balance sheet items.

FDIC and Federal Reserve regulations currently require banks and bank holding companies generally to maintain

three minimum capital standards to be "adequately capitalized": (1) a tier 1 capital to total average assets ratio (“tier 1
leverage capital ratio”) of at least 4%; (2) a tier 1 capital to risk-weighted assets ratio (“tier 1 risk-based capital ratio”) of
at least 4%; and (3) a total risk-based capital (tier 1 plus tier 2) to risk-weighted assets ratio (“total risk-based capital
ratio”) of at least 8%. In addition, the prompt corrective action standards discussed below, in effect, increase the
minimum regulatory capital ratios for banking organizations. These capital requirements are minimum requirements.
Higher capital levels may be required if warranted by the particular circumstances or risk profiles of individual
institutions, or if required by the banking regulators due to the economic conditions impacting our primary markets.

For example, FDIC
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regulations provide that higher capital may be required to take adequate account of, among other things, interest rate
risk and the risks posed by concentrations of credit, nontraditional activities or securities trading activities. As of
December 31, 2013, it was fewer than seven years since the inception of TriState Capital Bank, and, among other
things, FDIC policy required that TriState Capital Bank maintain enhanced capital levels of tier 1 leverage capital
ratio of at least 8%, a tier 1 risk-based capital ratio of at least 6% and a total risk-based capital ratio of at least 10% to
be "well capitalized". As of January 2014, these enhanced equity levels are no longer required for TriState Capital
Bank by FDIC policy.

Failure to meet capital guidelines could subject us to a variety of enforcement remedies, including issuance of a
capital directive, a prohibition on accepting brokered deposits, other restrictions on our business and the termination
of deposit insurance by the FDIC.

The Dodd-Frank Act directs federal banking agencies to establish minimum leverage capital requirements and
minimum risk-based capital requirements for depository institution holding companies and non-bank financial
companies supervised by the Federal Reserve that are not less than the “generally applicable leverage and risk-based
capital requirements” applicable to insured depository institutions, in effect applying the same leverage and risk-based
capital requirements that apply to insured depository institutions to most bank holding companies. In addition, under
the Dodd-Frank Act, the federal banking agencies adopted new capital requirements to address the risks that the
activities of an institution poses to the institution and the public and private stakeholders, including risks arising from
certain enumerated activities. Further, the federal banking agencies have approved changes to existing capital
guidelines, as described below under “Basel II1.” Capital guidelines may continue to evolve and may have material
impacts on us or our banking subsidiary.

Prompt corrective action regulations. Under the prompt corrective action regulations, the FDIC is required and

authorized to take supervisory actions against undercapitalized financial institutions. For this purpose, a bank is placed

in one of the following five categories based on its capital: “well capitalized,” “adequately capitalized,” “undercapitalized,”
“significantly undercapitalized,” and “critically undercapitalized.” Under the prompt corrective action regulations, as
currently in effect, to be “well capitalized,” a bank must have a tier 1 leverage capital ratio of at least 5%, a tier 1
risk-based capital ratio of at least 6% and a total risk-based capital ratio of at least 10% and must not be subject to any
order or written agreement or directive by a federal banking agency to meet and maintain a specific capital level for

any capital measure. As discussed below under “Basel III,” the federal banking agencies have adopted changes to the
capital thresholds applicable to each of the five categories under the prompt corrective action regulations that become
effective on January 1, 2015.

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. Subject to a narrow exception, banking regulators
must appoint a receiver or conservator for an institution that is critically undercapitalized. The federal banking
agencies have specified by regulation the relevant capital level for each category. An institution that is categorized as
undercapitalized, significantly undercapitalized, or critically undercapitalized is required to submit an acceptable
capital restoration plan to its appropriate federal banking agency. An undercapitalized institution also is generally
prohibited from increasing its average total assets, making acquisitions, establishing any branches or engaging in any
new line of business, except under an accepted capital restoration plan or with FDIC approval. The regulations also
establish procedures for downgrading an institution to a lower capital category based on supervisory factors other than
capital.

Furthermore, a bank holding company must guarantee that a subsidiary depository institution meets its capital
restoration plan, subject to various limitations. The bank holding company’s obligation to fund a capital restoration

plan is limited to the lesser of 5% of an “undercapitalized” subsidiary’s assets at the time it became “undercapitalized” or
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the amount required to meet regulatory capital requirements.

The capital classification of a bank affects the frequency of regulatory examinations, the bank’s ability to engage in
certain activities and the deposit insurance premiums paid by the bank. As of December 31, 2013, TriState Capital

Bank met the requirements to be categorized as “well capitalized” based on the aforementioned ratios for purposes of the
prompt corrective action regulations, as currently in effect.

Basel III. The current risk-based capital guidelines that apply to TriState Capital Bank and us are based on the 1988
capital accord, referred to as Basel I, of the Basel Committee on Banking Supervision, a committee of central banks
and bank supervisors, as implemented by federal bank regulators. In 2004, the Basel Committee published the Basel 11
capital accord. Basel II modifies risk weightings in an attempt to make capital requirements more risk sensitive and
provides two approaches for setting capital standards for credit risk: an “advanced,” internal ratings-based approach
tailored to individual institutions’ circumstances, and a “standardized” approach that bases risk weightings on external
credit assessments to a much greater extent than permitted under existing risk-based capital guidelines. Basel II also
sets capital requirements for operational risk and refines the existing capital requirements for market risk exposures. In
2007, the federal banking agencies adopted final rules implementing the advanced approaches of Basel II for “core”
bank holding companies and banks having $250.0 billion or more in total consolidated assets or $10.0 billion or more
of foreign exposures. These rules did not apply to us or our banking subsidiary.
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In December 2010, the Basel Committee released a final framework for a strengthened set of capital requirements,
known as Basel III. In June 2012, the federal banking agencies announced a rule to implement the Basel 111
requirements for non-core banks and bank holding companies, such as us or our banking subsidiary.

In July, 2013, final rules implementing the Basel III capital accord were adopted. When phased in, Basel III will
replace the existing regulatory capital rules for all banks, savings associations and U.S. bank holding companies with
greater than $500.0 million in total assets, and all savings and loan holding companies. The Basel III capital accord
will begin phasing in on January 1, 2015.

Among other things, the Basel III rules impact regulatory capital ratios of banking organizations in the following
manner, when fully phased in:

Create a new requirement to maintain a ratio of common equity tier 1 capital to total risk-weighted assets of not less
than 4.5%;

Increase the minimum tier 1 leverage capital ratio to 4.0% for all banking organizations (currently 3.0% for certain
banking organizations);

dncrease the minimum tier 1 risk-based capital ratio from 4.0% to 6.0%; and
Maintain the minimum total risk-based capital ratio at 8.0%.

In addition, the final rules subject a banking organization to certain limitations on capital distributions and
discretionary bonus payments to executive officers if the organization did not maintain a capital conservation buffer of
common equity tier 1 capital in an amount greater than 2.5% of its total risk-weighted assets. The effect of the capital
conservation buffer is to increase the minimum common equity tier 1 capital ratio to 7.0%, the minimum tier 1
risk-based capital ratio to 8.5% and the minimum total risk-based capital ratio to 10.5%, for banking organizations
seeking to avoid the limitations on capital distributions and discretionary bonus payments to executive officers.

At the beginning of the Basel III phase-in period, banks and bank holding companies will be required to maintain a
ratio of common equity tier 1 capital to risk-weighted assets of 3.5%, a ratio of tier 1 capital to risk-weighted assets of
4.5%, and a ratio of total capital to risk-weighted assets of 8.0%.

Basel III also revised the capital categories for insured depository institutions for purposes of prompt corrective

action. Under the new rules, to be categorized as “well capitalized,” an insured depository institution would be required
to maintain a minimum common equity tier 1 capital ratio of at least 6.5%, a tier 1 risk-based capital ratio of at least
8.0%, a total risk-based capital ratio of at least 10.0%, and a tier 1 leverage capital ratio of at least 5.0%. In addition,
the Basel III final rules establish more conservative standards for including an instrument in regulatory capital and
impose certain deductions from and adjustments to the measure of common equity tier 1 capital. Additionally, the new
rules revise the method for calculating risk-weighted assets to enhance risk sensitivity, particularly with respect to past
due loans, certain commercial real estate loans, certain equity exposures to investment funds (including mutual funds),
and foreign exposures. They also established alternatives to credit ratings for calculating risk-weighted assets
consistent with the Dodd-Frank Act.

We expect that TriState Capital Holdings, Inc. and TriState Capital Bank will meet all minimum capital requirements
when effective and that we and the Bank would continue to meet all capital requirements as fully phased in without
material adverse effects on our business. However, the capital rules may continue to evolve over time and future
changes may have a material adverse effect on our business.
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Acquisitions by Bank Holding Companies

We must obtain the prior approval of the Federal Reserve before: (1) acquiring more than five percent of the voting
stock of any bank or other bank holding company; (2) acquiring all or substantially all of the assets of any bank or
bank holding company; or (3) merging or consolidating with any other bank holding company. The Federal Reserve
may determine not to approve any of these transactions if it would result in or tend to create a monopoly or
substantially lessen competition or otherwise function as a restraint of trade, unless the anticompetitive effects of the
proposed transaction are clearly outweighed by the public interest in meeting the convenience and needs of the
community to be served. The Federal Reserve is also required to consider the financial and managerial resources and
future prospects of the bank holding companies and banks concerned, the convenience and needs of the community to
be served, and the record of a bank holding company and its subsidiary bank(s) in combating money laundering
activities.

Scope of Permissible Bank Holding Company Activities
In general, the Bank Holding Company Act limits the activities permissible for bank holding companies to the

business of banking, managing or controlling banks and such other activities as the Federal Reserve has determined to
be so closely related to banking as to be properly incident thereto.
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A bank holding company may elect to be treated as a financial holding company if it and its depository institution
subsidiaries are categorized as “well capitalized” and “well managed.” A financial holding company may engage in a
range of activities that are (1) financial in nature or incidental to such financial activity or (2) complementary to a
financial activity and which do not pose a substantial risk to the safety and soundness of a depository institution or to
the financial system generally. These activities include securities dealing, underwriting and market making, insurance
underwriting and agency activities, merchant banking and insurance company portfolio investments. Expanded
financial activities of financial holding companies generally will be regulated according to the type of such financial
activity: banking activities by banking regulators, securities activities by securities regulators and insurance activities
by insurance regulators. While we may determine in the future to become a financial holding company, we do not
have an intention to make that election at this time.

The Bank Holding Company Act does not place territorial limitations on permissible non-banking activities of bank
holding companies. The Federal Reserve has the power to order any bank holding company or its subsidiaries to
terminate any activity or to terminate its ownership or control of any subsidiary when the Federal Reserve has
reasonable grounds to believe that continuation of such activity or such ownership or control constitutes a serious risk
to the financial soundness, safety or stability of any bank subsidiary of the bank holding company.

Source of Strength Doctrine for Bank Holding Companies

Under longstanding Federal Reserve policy which has been codified by the Dodd-Frank Act, we are expected to act as
a source of financial strength to, and to commit resources to support, TriState Capital Bank. This support may be
required at times when we may not be inclined to provide it. In addition, any capital loans that we make to TriState
Capital Bank are subordinate in right of payment to deposits and to certain other indebtedness of TriState Capital
Bank. In the event of our bankruptcy, any commitment by us to a federal bank regulatory agency to maintain the
capital of TriState Capital Bank will be assumed by the bankruptcy trustee and entitled to a priority of payment.

Dividends

As a bank holding company, we are subject to certain restrictions on dividends under applicable banking laws and
regulations. The Federal Reserve has issued a policy statement that provides that a bank holding company should not
pay dividends unless: (1) its net income over the last four quarters (net of dividends paid) has been sufficient to fully
fund the dividends; (2) the prospective rate of earnings retention appears to be consistent with the capital needs, asset
quality and overall financial condition of the bank holding company and its subsidiaries; and (3) the bank holding
company will continue to meet minimum required capital adequacy ratios. Accordingly, 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. The Dodd-Frank Act and Basel III impose additional
restrictions on the ability of banking institutions to pay dividends. In addition, in the current financial and economic
environment, the Federal Reserve has indicated that bank holding companies should carefully review their dividend
policy and has discouraged payment ratios that are at maximum allowable levels unless both asset quality and capital
are very strong.

Substantially all of our income is derived from, and the principal source of our liquidity is, dividends from TriState
Capital Bank. The ability of TriState Capital Bank to pay dividends to us is also restricted by federal and state laws,
regulations and policies. Under applicable Pennsylvania law, TriState Capital Bank may only pay cash dividends out
of its accumulated net earnings. Prior to the declaration of any dividend, if the surplus of TriState Capital Bank is less
than the amount of its capital, it must, until surplus is equal to its capital, transfer to surplus an amount which is at
least ten percent of its net earnings for the period since the end of the last fiscal year or for any shorter period since the
declaration of a dividend. If the surplus of TriState Capital Bank is less than fifty percent of the amount of its capital,
then it will not be permitted to pay any dividends without the prior approval of the Pennsylvania Department of
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Banking and Securities.

Under federal law, TriState Capital Bank may not pay any dividend to us if the Bank is undercapitalized or the
payment of the dividend would cause it to become undercapitalized. The FDIC may further restrict the payment of
dividends by requiring TriState Capital Bank to maintain a higher level of capital than would otherwise be required
for it to be adequately capitalized for regulatory purposes. Moreover, if, in the opinion of the FDIC, TriState Capital
Bank is engaged in an unsafe or unsound practice (which could include the payment of dividends), the FDIC may
require, generally after notice and hearing, the Bank to cease such practice. The FDIC has indicated that paying
dividends that deplete a depository institution’s capital base to an inadequate level would be an unsafe banking
practice. The FDIC has also issued policy statements providing that insured depository institutions generally should
pay dividends only out of current operating earnings.

Incentive Compensation Guidance
The federal banking agencies have issued comprehensive guidance intended to ensure that the incentive compensation
policies of banking organizations do not undermine the safety and soundness of those organizations by encouraging

excessive risk-taking. The incentive
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compensation guidance sets expectations for banking organizations concerning their incentive compensation
arrangements and related risk-management, control and governance processes. The incentive compensation guidance,
which covers all employees that have the ability to materially affect the risk profile of an organization, either
individually or as part of a group, is based upon three primary principles: (1) balanced risk-taking incentives; (2)
compatibility with effective controls and risk management; and (3) strong corporate governance. Any deficiencies in
compensation practices that are identified may be incorporated into the organization’s supervisory ratings, which can
affect its ability to make acquisitions or take other actions. In addition, under the incentive compensation guidance, a
banking organization’s federal supervisor may initiate enforcement action if the organization’s incentive compensation
arrangements pose a risk to the safety and soundness of the organization. Further, provisions of the Basel III regime
described above limit discretionary bonus payments to bank executives if the institution’s regulatory capital ratios fail
to exceed certain thresholds. The scope and content of the U.S. banking regulators’ policies on executive compensation
are likely to continue evolving.

Restrictions on Transactions with Affiliates and Loans to Insiders

Federal law strictly limits the ability of banks to engage in transactions with their affiliates, including their bank
holding companies. Section 23A and 23B of the Federal Reserve Act, and the Federal Reserve’s Regulation W, impose
quantitative limits, qualitative standards, and collateral requirements on certain transactions by a bank with, or for the
benefit of, its affiliates, and generally require those transactions to be on terms at least as favorable to the bank as
transactions with non-affiliates. The Dodd-Frank Act significantly expands the coverage and scope of the limitations
on affiliate transactions within a banking organization, including an expansion of the 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.

Federal law also limits a bank’s authority to extend credit to its directors, executive officers and 10% shareholders, as
well as to entities controlled by such persons. Among other things, extensions of credit to insiders are required to be
made on terms that are substantially the same as, and follow credit underwriting procedures that are not less stringent
than, those prevailing for comparable transactions with unaffiliated persons. In addition, the terms of such extensions
of credit may not involve more than the normal risk of repayment or present other unfavorable features and may not
exceed certain limitations on the amount of credit extended to such persons, individually and in the aggregate, which
limits are based, in part, on the amount of the bank’s capital. TriState Capital Bank maintains a policy that does not
permit loans to employees, including executive officers.

FDIC Deposit Insurance Assessments

FDIC-insured banks are required to pay deposit insurance assessments to the FDIC. The amount of the deposit
insurance assessment for institutions with less than $10.0 billion in assets is based on its risk category, with certain
adjustments for any unsecured debt or brokered deposits held by the insured bank. Institutions assigned to higher risk
categories (that is, institutions that pose a higher risk of loss to the Deposit Insurance Fund) pay assessments at higher
rates than institutions that pose a lower risk. An institution’s risk classification is assigned based on a combination of
its financial ratios and supervisory ratings, reflecting, among other things, its capital levels and the level of
supervisory concern that the institution poses to the regulators. In addition, the FDIC can impose special assessments
in certain instances. Deposit insurance assessments fund the Deposit Insurance Fund, which is currently under-funded.
The FDIC recently raised assessment rates to increase funding for the Deposit Insurance Fund.

The Dodd-Frank Act changes the way that deposit insurance premiums are calculated. The assessment base is no
longer the institution’s deposit base, but rather its average consolidated total assets less its average tangible equity. The
Dodd-Frank Act also increases the minimum designated reserve ratio of the Deposit Insurance Fund from 1.15% to
1.35% of the estimated amount of total insured deposits, eliminates the upper limit for the reserve ratio designated by
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the FDIC each year, and eliminates the requirement that the FDIC pay dividends to depository institutions when the
reserve ratio exceeds certain thresholds.

Continued action by the FDIC to replenish and increase the Deposit Insurance Fund, as well as the changes contained
in the Dodd-Frank Act, may result in higher assessment rates, which could reduce our profitability or otherwise
negatively impact our operations, financial condition or future prospects.

Branching and Interstate Banking

Under Pennsylvania law, TriState Capital Bank is permitted to establish additional branch offices within
Pennsylvania, subject to the approval of the Pennsylvania Department of Banking and Securities. The Bank is also
permitted to establish additional offices outside of Pennsylvania, subject to prior regulatory approval.

TriState Capital Bank currently has only one branch located in the State of New Jersey, and it operates three
representative offices, with one each located in the states of Pennsylvania, Ohio and New York. Although our New
Jersey office is a “branch” for purposes of applicable state law, we limit its activities to those we conduct at our
representative offices. Because our representative offices are not branches for purposes of applicable state law and
FDIC regulations, there are restrictions on the types of activities we may conduct
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through our representative offices. Relationship managers in our representative offices may solicit loan and deposit
products and services in their markets and act as liaisons to our headquarters in Pittsburgh, Pennsylvania. However,
consistent with our centralized operations and regulatory requirements, we do not disburse or transmit funds, accept
loan repayments or accept or contract for deposits or deposit-type liabilities through our representative offices.

Community Reinvestment Act

TriState Capital Bank has a responsibility under the Community Reinvestment Act ("CRA"), and related FDIC
regulations to help meet the credit needs of its communities, including low- and moderate-income borrowers. In
connection with its examination of TriState Capital Bank, the FDIC is required to assess the Bank’s record of
compliance with the CRA. The Bank’s failure to comply with the provisions of the CRA could, at a minimum, result in
denial of certain corporate applications, such as for branches or mergers, or in restrictions on its or our activities,
including additional financial activities if we elect to be treated as a financial holding company.

Prior to 2013, our compliance with CRA regulations was assessed under the FDIC's "large bank" test. CRA
regulations provide that a financial institution may elect to have its CRA performance evaluated under the strategic
plan option. The strategic plan enables the institution to structure its CRA goals and objectives to address the needs of
its community consistent with its business strategy, operational focus, capacity and constraints. The strategic plan
must address the Bank’s lending, investment and service criteria that would have been part of its usual evaluation.
TriState Capital Bank worked with the FDIC to develop a strategic plan for CRA assessments that was approved by
the FDIC in 2013. For 2013 and 2014, our CRA performance will be assessed against the goals established in our
CRA strategic plan.

TriState Capital Bank has received a “satisfactory” CRA rating on each CRA examination since inception. The CRA
requires all FDIC-insured institutions to publicly disclose their rating.

Financial Privacy

The federal banking regulators have adopted rules that limit the ability of banks and other financial institutions to
disclose non-public information about consumers to non-affiliated third parties. These limitations require disclosure of
privacy policies to consumers and, in some circumstances, allow consumers to prevent disclosure of certain personal
information to a non-affiliated third party. These regulations affect how consumer information is transmitted through
financial services companies and conveyed to outside vendors. In addition, consumers may also prevent disclosure of
certain information among affiliated companies that is assembled or used to determine eligibility for a product or
service, such as that shown on consumer credit reports and asset and income information from applications.
Consumers also have the option to direct banks and other financial institutions not to share information about
transactions and experiences with affiliated companies for the purpose of marketing products or services. In addition
to applicable federal privacy regulations, TriState Capital Bank is subject to certain state privacy laws.

Anti-Money Laundering and OFAC

Under federal law, including the Bank Secrecy Act and the USA PATRIOT Act of 2001, certain financial institutions
must maintain anti-money laundering programs that include established internal policies, procedures and controls; a
designated compliance officer; an ongoing employee training program; and testing of the program by an independent
audit function. Financial institutions are also prohibited from entering into specified financial transactions and account
relationships and must meet enhanced standards for due diligence and customer identification in their dealings with
foreign financial institutions and foreign customers. Financial institutions must take reasonable steps to conduct
enhanced scrutiny of account relationships to guard against money laundering and to report any suspicious
transactions, and law enforcement authorities have been granted increased access to financial information maintained
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by financial institutions.

The Office of Foreign Assets Control ("OFAC") administers laws and Executive Orders that prohibit U.S. entities
from engaging in transactions with certain prohibited parties. OFAC publishes lists of persons and organizations
suspected of aiding, harboring or engaging in terrorist acts, known as Specially Designated Nationals and Blocked
Persons. Generally, if a bank identifies a transaction, account or wire transfer relating to a person or entity on an
OFAC list, it must freeze the account or block the transaction, file a suspicious activity report and notify the
appropriate authorities.

Bank regulators routinely examine institutions for compliance with these obligations and they must consider an
institution’s compliance in connection with the regulatory review of applications, including applications for bank
mergers and acquisitions. Failure of a financial institution to maintain and implement adequate programs to combat
money laundering and terrorist financing and comply with OFAC sanctions, or to comply with relevant laws and
regulations, could have serious legal, reputational and financial consequences for the institution.
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Safety and Soundness Standards

Federal bank regulatory agencies have adopted guidelines that establish general standards relating to internal controls
and information systems, internal audit systems, loan documentation, credit underwriting, interest rate exposure, asset
growth and compensation, fees and benefits. Additionally, the agencies have adopted regulations that provide the
authority to order an institution that has been given notice by an agency that it is not satisfying any of these safety and
soundness standards to submit a compliance plan. If, after being so notified, an institution fails to submit an acceptable
compliance plan or fails in any material respect to implement an acceptable compliance plan, the agency must issue an
order directing action to correct the deficiency and may issue an order directing other actions of the types to which an
undercapitalized institution is subject under the “prompt corrective action” provisions of the Federal Deposit Insurance
Act. If an institution fails to comply with such an order, the agency may seek to enforce such order in judicial
proceedings and to impose civil money penalties.

In addition to federal consequences for failure to satisfy applicable safety and soundness standards, the Pennsylvania
Department of Banking and Securities Code grants the Pennsylvania Department of Banking and Securities the
authority to impose a civil money penalty of up to $25,000 per violation against a Pennsylvania financial institution,
or any of its officers, employees, directors, or trustees for: (1) violations of any law or department order; (2) engaging
in any unsafe or unsound practice; or (3) breaches of a fiduciary duty in conducting the institution’s business.

Bank holding companies are also not permitted to engage in unsound banking practices. For example, the Federal
Reserve’s Regulation Y requires a holding company to give the Federal Reserve prior notice of any redemption or
repurchase of its own equity securities, if the consideration to be paid, together with the consideration paid for any
repurchases in the preceding year, is equal to 10% or more of the company’s consolidated net worth. The Federal
Reserve may oppose the transaction if it believes that the transaction would constitute an unsafe or unsound practice
or would violate any law or regulation. As another example, a holding company could not impair its subsidiary bank’s
soundness by causing it to make funds available to non-banking subsidiaries or their customers if the Federal Reserve
believed it not prudent to do so. The Federal Reserve has broad authority to prohibit activities of bank holding
companies and their nonbanking subsidiaries that present unsafe and unsound banking practices or that constitute
violations of laws or regulations.

Consumer Laws and Regulations

TriState Capital Bank is subject to numerous laws and regulations intended to protect consumers in transactions with
the Bank. These laws include, among others, laws regarding unfair, deceptive and abusive acts and practices, usury
laws, and other federal consumer protection statutes. These federal laws include the Electronic Fund Transfer Act, the
Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Fair Debt Collection Practices Act, the Real Estate
Procedures Act of 1974, the S.A.F.E. Mortgage Licensing Act of 2008, the Truth in Lending Act and the Truth in
Savings Act, among others. Many states and local jurisdictions have consumer protection laws analogous, and in
addition, to those enacted under federal law. These laws and regulations mandate certain disclosure requirements and
regulate the manner in which financial institutions must deal with customers when taking deposits, making loans and
conducting other types of transactions. Failure to comply with these laws and regulations could give rise to regulatory
sanctions, customer rescission rights, action by state and local attorneys general and civil or criminal liability.

In addition, the Dodd-Frank Act created a new independent Consumer Finance Protection Bureau that has broad
authority to regulate and supervise retail financial services activities of banks and various non-bank providers. The
Consumer Finance Protection Bureau has authority to promulgate regulations, issue orders, guidance and policy
statements, conduct examinations and bring enforcement actions with regard to consumer financial products and
services. In general, banks with assets of $10.0 billion or less, such as TriState Capital Bank, will continue to be
examined for consumer compliance by their primary federal bank regulator. Nevertheless, positions established by the
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Consumer Finance Protection Bureau may become applicable to us.
Effect of Governmental Monetary Policies

The commercial banking business is affected not only by general economic conditions but also by U.S. fiscal policy
and the monetary policies of the Federal Reserve. Some of the instruments of monetary policy available to the Federal
Reserve include changes in the discount rate on member bank borrowings, the fluctuating availability of borrowings at
the “discount window,” open market operations, the imposition of and changes in reserve requirements against member
banks’ deposits and assets of foreign branches, and the imposition of and changes in reserve requirements against
certain borrowings by banks and their affiliates. These policies influence to a significant extent the overall growth of
bank loans, investments, and deposits and the interest rates charged on loans or paid on deposits. We cannot predict

the nature of future fiscal and monetary policies or the effect of these policies on our operations and activities,

financial condition, results of operations, growth plans or future prospects.
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Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 implemented a broad range of corporate governance, accounting and reporting
measures for companies that have securities registered under the Exchange Act, including publicly-held bank holding
companies. Specifically, the Sarbanes-Oxley Act of 2002 and the various regulations promulgated thereunder,
established, among other things: (i) requirements for audit committees, including independence, expertise, and
responsibilities; (ii) responsibilities regarding financial statements for the Chief Executive Officer and Chief Financial
Officer of the reporting company; (iii) the forfeiture of bonuses or other incentive-based compensation and profits
from the sale of the reporting company’s securities by the Chief Executive Officer and Chief Financial Officer in the
twelve-month period following the initial publication of any financial statements that later require restatement; (iv) the
creation of an independent accounting oversight board; (v) standards for auditors and regulation of audits, including
independence provisions that restrict non-audit services that accountants may provide to their audit clients; (vi)
disclosure and reporting obligations for the reporting company and their directors and executive officers, including
accelerated reporting of stock transactions and a prohibition on trading during pension blackout periods; (vii) a
prohibition on personal loans to directors and officers, except certain loans made by insured financial institutions on
nonpreferential terms and in compliance with other bank regulatory requirements; and (viii) a range of civil and
criminal penalties for fraud and other violations of the securities laws.

Impact of Current Laws and Regulations

The cumulative effect of these laws and regulations, while providing certain benefits, add significantly to the cost of
our operations and thus have a negative impact on our profitability. There has also been a notable expansion in recent
years of financial service providers that are not subject to the examination, oversight, and other rules and regulations
to which we are subject. Those providers, because they are not so highly regulated, may have a competitive advantage
over us and may continue to draw large amounts of funds away from traditional banking institutions, with a
continuing adverse effect on the banking industry in general.

Future Legislation and Regulatory Reform

New regulations and statutes are regularly proposed that contain wide-ranging proposals for altering the structures,
regulations and competitive relationships of financial institutions operating in the United States. We cannot predict
whether or in what form any proposed regulation or statute will be adopted or the extent to which our business may be
affected by any new regulation or statute. Future legislation and policies, and the effects of that legislation and those
policies, may have a significant influence on our operations and activities, financial condition, results of operations,
growth plans or future prospects and the overall growth and distribution of loans, investments and deposits. Such
legislation and policies have had a significant effect on the operations and activities, financial condition, results of
operations, growth plans and future prospects of commercial banks in the past and are expected to continue.

Available Information

All of our reports filed electronically with the United States Securities and Exchange Commission ("SEC"), including
this Annual Report on Form 10-K for the fiscal year ended December 31, 2013, our Registration Statement on Form
S-1, quarterly reports on Form 10-Q and current reports on Form 8-K, as well as any amendments to those reports are
accessible at no cost on our website at www.tristatecapitalbank.com under About Us, Investor Relations, SEC
Documents. These filings are also accessible on the SEC’s website at www.sec.gov. You may read and copy any
material we file with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. You
may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
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ITEM 1A. RISK FACTORS

An investment in our common stock involves a high degree of risk. There are risks, many beyond our control, that
could cause our financial condition or results of operations to differ materially from management’s expectations. Some
of the risks that may affect us are described below. If any of the following risks, by itself or together with one or more
other factors, actually occur, our business, financial condition, results of operations and growth prospects could be
materially and adversely affected. These risks are not the only risks that we may face. Our business, financial
condition, results of operations and growth prospects could also be affected by additional risks that apply to all
companies operating in the United States, as well as other risks that are not currently known to us or that we currently
consider to be immaterial to our business, financial condition, results of operations and growth prospects. Further, to
the extent that any of the information contained herein constitutes forward-looking statements, the risk factors below
also are cautionary statements identifying important factors that could cause actual results to differ materially from
those expressed in any such forward-looking statements. See “Cautionary Note Regarding Forward-Looking
Statements” on page 45.

Risks Relating to our Business
We may not be able to adequately measure and limit our credit risk, which could lead to unexpected losses.

The business of lending is inherently risky, including risks that the principal of or interest on any loan will not be
repaid timely or at all or that the value of any collateral supporting the loan will be insufficient to cover our
outstanding exposure. These risks may be affected by the strength of the borrower's business sector and local, regional
and national market, and economic conditions. Our risk management practices, such as monitoring the concentration
of our loans within specific industries and our credit approval practices, may not adequately reduce credit risk, and our
credit administration personnel, policies and procedures may not adequately adapt to changes in economic or any
other conditions affecting customers and the quality of the loan portfolio. Finally, many of our loans are made to
middle market businesses that may be less able to withstand competitive, economic and financial pressures than larger
borrowers. A failure to effectively measure and limit the credit risk associated with our loan portfolio could have a
material adverse effect on our business, financial condition, results of operations and future prospects.

Our allowance for loan losses may prove to be insufficient to absorb losses inherent in our loan portfolio, which could
have a material adverse effect on our financial condition and results of operations.

We maintain an allowance for loan losses that represents management's judgment of probable losses and risks inherent
in our loan portfolio. The level of the allowance reflects management's continuing evaluation of general economic
conditions, diversification and seasoning of the loan portfolio, historic loss experience, identified credit problems,
delinquency levels and adequacy of collateral. The determination of the appropriate level of the allowance for loan
losses is inherently highly subjective and requires us to make significant estimates of and assumptions regarding
current credit risks and future trends, all of which may undergo material changes. Inaccurate management
assumptions, continuing deterioration of economic conditions affecting borrowers, new information regarding existing
loans, identification of additional problem loans and other factors, both within and outside of our control, may require
us to increase our allowance for loan losses. In addition, our regulators, as an integral part of their periodic
examination, review the adequacy of our allowance for loan losses and may direct us to make additions to the
allowance based on their judgments about information available to them at the time of their examination. Further, if
actual charge-offs in future periods exceed the amounts allocated to the allowance for loan losses, we may need
additional provision for loan losses to restore the adequacy of our allowance for loan losses. If we are required to
materially increase our level of allowance for loan losses for any reason, such increase could have a material adverse
effect on our business, financial condition, results of operations and future prospects.
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A large portion of our loan portfolio is comprised of commercial loans secured by equipment or other business assets ,
the deterioration in value of which could increase our exposure to future probable losses.

Historically, a material portion of our total loans, before deferred loan fees, have been comprised of commercial loans
to businesses collateralized by general business assets including, among other things, accounts receivable, inventory
and equipment. These commercial and industrial loans are typically larger in amount than loans to individuals and,
therefore, have the potential for larger losses on a single loan basis. Additionally, asset-based borrowers are often
highly leveraged and have inconsistent historical earnings. Historically, losses in our commercial and industrial credits
have been higher than losses in other segments of our loan portfolio. Significant adverse changes in various industries
could cause rapid declines in values and collectability associated with those business assets resulting in inadequate
collateral coverage that may expose us to future losses. An increase in specific reserves and charge-offs related to our
commercial and industrial loan portfolio could have a materially adverse effect on our business, financial condition,
results of operations and future prospects.
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Because many of our customers are commercial enterprises, they may be adversely affected by any decline in general
economic conditions in the United States which, in turn, could have a negative impact on our business.

Many of our customers are commercial enterprises whose business and financial condition are sensitive to changes in
the general economy of the United States. Our businesses and operations are, in turn, sensitive to these same general
economic conditions. If the U.S. economy does not continue to recover from the recession that lasted from 2007 to
2009 or experiences worsening economic conditions, our growth and profitability could be constrained. In addition,
economic conditions in foreign countries, including uncertainty over the stability of the euro currency, could affect the
stability of global financial markets, which could hinder the U.S. economic recovery. Weak economic conditions are
characterized by deflation, fluctuations in debt and equity capital markets, including a lack of liquidity and depressed
prices in the secondary market for mortgage loans, increased delinquencies on mortgage, consumer and commercial
loans, residential and commercial real estate price declines and lower home sales and commercial activity. All of these
factors are detrimental to the business of our customers and could adversely impact demand for our credit products as
well as our credit quality. Our business is also sensitive to monetary and related policies of the U.S. federal
government and its agencies. Changes in any of these policies are influenced by macroeconomic conditions and other
factors that are beyond our control and difficult to predict. Adverse economic conditions and government policy
responses to such conditions could have a material adverse effect on our business, financial condition, results of
operations and future prospects.

Our commercial real estate loan portfolio exposes us to credit risks that may be greater than the risks related to other
types of loans.

Our loan portfolio includes non-owner-occupied commercial real estate loans for individuals and businesses for
various purposes, which are secured by commercial properties, as well as real estate construction and development
loans. As of December 31, 2013, we had outstanding loans secured by commercial properties of $576.0 million or
31.0% of our total loans outstanding. These loans typically involve repayment dependent upon income generated, or
expected to be generated, by the property securing the loan in amounts sufficient to cover operating expenses and debt
service. The availability of such income for repayment may be adversely affected by changes in the economy or local
market conditions. These loans expose a lender to greater credit risk than loans secured by other types of collateral
because the collateral securing these loans are typically more difficult to liquidate. Additionally, non-owner-occupied
commercial real estate loans generally involve relatively large balances to single borrowers or related groups of
borrowers. Unexpected deterioration in the credit quality of our non-owner-occupied commercial real estate loan
portfolio could require us to increase our provision for loan losses, which would reduce our profitability and have a
material adverse effect on our business, financial condition, results of operations and future prospects.

We make loans to businesses backed by private equity firms. These loan relationships may have repayment and other
characteristics that are different than those of traditional business loans, which could have an adverse effect on our
asset quality and profitability.

As of December 31, 2013, we had $346.5 million in term loans to private equity backed businesses, which represented
approximately 18.6% of our total loans outstanding. These loan relationships may have repayment characteristics that
are different than those of our traditional, owner-operated businesses. These term loans often are for purposes of
financing private equity groups' acquisitions of companies that become our borrowers. Acquisition-related term loans
are generally secured by all business assets, but often have a weaker secondary source of repayment resulting in
greater reliance upon the cash flow generated by the borrower for repayment, which may be unpredictable. Because
private equity groups acquire businesses primarily for financial interests, they may behave differently than our other
commercial borrowers. Accordingly, the different repayment characteristics of this segment of our loan portfolio
could negatively impact our profitability or asset quality, which could, in turn, have a material adverse effect on our
business, financial condition, results of operation and future prospects.
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A prolonged downturn in the real estate market, especially in our primary markets, could result in losses and adversely
affect our profitability.

Historically, a material portion of our loans have been comprised of loans with real estate as a primary component of
collateral. The real estate collateral in each case provides an alternate source of repayment in the event of default by
the borrower and may deteriorate in value during the time the credit is extended. The U.S. recession from 2007 to
2009 adversely affected real estate market values across the country, including in our primary market areas. Future
declines in real estate values could impair the value of our collateral and our ability to sell the collateral upon any
foreclosure, which would likely require us to increase our provision for loan losses. In the event of a default with
respect to any of these loans, the amounts we receive upon sale of the collateral may be insufficient to recover the
outstanding principal and interest on the loan. If we are required to re-value the collateral securing a loan to satisfy the
debt during a period of reduced real estate values or to increase our allowance for loan losses, our profitability could
be adversely affected, which could have a material adverse effect on our business, financial condition, results of
operations and future prospects.
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A substantial portion of our loan portfolio is comprised of participation transaction interests, which could have an
adverse effect on our ability to monitor the lending relationships and lead to an increased risk of loss.

We achieved a significant portion of our loan growth in our initial years of operation by participating in loans
originated by other institutions (including shared national credits) in which other lenders serve as the agent bank. As
of December 31, 2013, $589.3 million, or approximately 31.7% of our total loans outstanding, consisted of
participation loans in which we are not the lead bank. Our reduced control over the monitoring and management of
these relationships, particularly participations with large bank groups, could lead to increased risk of loss, which could
have a material adverse effect on our business, financial condition, results of operations and future prospects.

Our portfolio contains many large loans, and deterioration in the financial condition of these large loans could have a
material adverse impact on our asset quality and profitability.

Our growth since inception has been partially attributable to our ability to originate and retain relatively large loans
given our asset size. Along with other risks inherent in our loans, such as the deterioration of the underlying
businesses or property securing these loans, the higher average size of our loans presents a risk to our lending
operations. Because we have a large average loan size, if only a few of our largest borrowers become unable to repay
their loan obligations as a result of economic or market conditions or personal circumstances, our non-performing
loans and our provision for loan losses could increase significantly, which could have a material adverse effect on our
business, financial condition, results of operations and future prospects.

Our lending limit may restrict our growth and prevent us from effectively implementing our business strategy.

We are limited in the amount we can loan to a single borrower by the amount of our capital. Generally, under current
law, we may lend up to 15.0% of our unimpaired capital and surplus to any one borrower. We have also established an
informal limit on loans to any one borrower of $10.0 million. Based upon our current capital levels, the amount we
may lend is significantly less than that of many of our competitors and may discourage potential borrowers who have
credit needs in excess of our lending limit from doing business with us. We accommodate larger loans by selling
participations in those loans to other financial institutions, but this strategy may not always be available. If we are
unable to compete effectively for loans from our target customers, we may not be able to effectively implement our
business strategy, which could have a material adverse effect on our business, financial condition, results of operations
and future prospects.

We must maintain and follow high underwriting standards to grow safely.

Our ability to grow our assets safely depends on maintaining disciplined and prudent underwriting standards and
ensuring that our relationship managers and lending personnel follow those standards. The weakening of these
standards for any reason, such as to seek higher yielding loans, or a lack of discipline or diligence by our employees in
underwriting and monitoring loans, may result in loan defaults, foreclosures and additional charge-offs and may
necessitate that we significantly increase our allowance for loan losses, each of which could adversely affect our net
income. Relatedly, as we attempt to uphold those standards in an increasingly competitive lending environment, we
may experience increased refinancing of existing loans and reduced new loan growth. As a result, our business, results
of operations, financial condition or future prospects could be adversely affected.

We rely heavily on our executive management team and other key employees, and we could be adversely affected by
the unexpected loss of their services.

Our success depends in large part on the performance of our key personnel, as well as on our ability to attract,
motivate and retain highly qualified senior and middle management and other skilled employees. Competition for
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employees is intense, and the process of locating key personnel with the combination of skills and attributes required
to execute our business plan may be lengthy. We currently do not have any employment or non-compete agreements
with any of our executive officers or key employees. We may not be successful in retaining our key employees, and
the unexpected loss of services of one or more of our key personnel could have a material adverse effect on our
business because of their skills, knowledge of our primary markets, years of industry experience and the difficulty of
promptly finding qualified replacement personnel. If the services of any of our key personnel should become
unavailable for any reason, we may not be able to identify and hire qualified persons on terms acceptable to us, or at
all, which could have a material adverse effect on our business, financial condition, results of operations and future
prospects.

Our business has grown rapidly, and we may not be able to maintain our historical rate of growth, which could have a
material adverse effect on our ability to successfully implement our business strategy.

Our business has grown rapidly. Although rapid business growth can be a favorable business condition, financial
institutions that grow rapidly can experience significant difficulties as a result of rapid growth. We seek to grow safely
and consistently. This requires us to manage several different elements simultaneously. Successful growth requires
that we follow adequate loan underwriting standards, balance loan and deposit growth without increasing interest rate
risk or compressing our net interest margin, maintain adequate capital
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at all times, diversify our revenue sources, meet the expectations of our clients, and hire and retain qualified
employees. If we do not manage our growth successfully, then our business, results of operations or financial
condition may be adversely affected.

We may not be able to sustain our historical rate of growth or continue to grow our business at all. Because of factors
such as the uncertainty in the general economy and the recent government intervention in the credit markets, it may be
difficult for us to repeat our recent earnings growth as we continue to expand. Failure to grow or failure to manage our
growth effectively could have a material adverse effect on our business, future prospects, financial condition or results
of operations, and could adversely affect our ability to successfully implement our business strategy.

We have a limited operating history and a limited profit history, which makes it difficult to predict our future
prospects and financial performance.

We have only been operating since January 2007. Due to our limited operating history, it may be difficult to evaluate
our business prospects and future financial performance. We may not be able to maintain our profitability. Further,
our future operating results depend upon a number of factors, including our ability to manage our growth, retain our
customer base and to successfully identify and respond to emerging trends in our primary markets.

Our business plan differs from that of many financial institutions in that we have always served middle market
businesses in our primary markets and high net worth individuals on a national basis. Operating with this type of
broad-based, non-traditional business plan since inception required large initial expenditures. For the period of 2007
through 2009, our operations resulted in an accumulated deficit of approximately $34.4 million. We became profitable
on a quarterly basis in the fourth quarter of 2009 and have remained profitable every quarter since. Although we
believe our future profitability depends on our ability to continue to execute our business strategy, our strategy may
not result in our operations being consistently profitable.

Our reliance on brokered deposits could adversely affect our liquidity and results of operations.

Since our inception, we have relied on both brokered and non-brokered deposits as a source of funds to support our
growing loan demand and other liquidity needs. As a bank regulatory supervisory matter, reliance upon brokered
deposits as a significant source of funding is discouraged. Brokered deposits may not be as stable as other types of
deposits, and, in the future, those depositors may not renew their deposits when they mature, or we may have to pay a
higher rate of interest to keep those deposits or may have to replace them with other deposits or with funds from other
sources. Additionally, if TriState Capital Bank ceases to be categorized as “well capitalized” for bank regulatory
purposes, it will not be able to accept, renew or roll over brokered deposits without a waiver from the FDIC. Our
inability to maintain or replace these brokered deposits as they mature could adversely affect our liquidity and results
of operations. Further, paying higher interest rates to maintain or replace these deposits could adversely affect our net
interest margin and our results of operations.

Liquidity risk could impair our ability to fund operations and meet our obligations as they become due.

Our ability to implement our business strategy will depend on our liquidity and ability to obtain funding for loan
originations, working capital and other general purposes. An inability to raise funds through deposits, borrowings and
other sources could have a substantial negative effect on our liquidity. Our preferred source of funds consists of
customer deposits; however, we rely on other sources such as brokered deposits. Such account and deposit balances
can decrease when customers perceive alternative investments as providing a better risk/return trade off. If customers
move money out of bank deposits and into other investments, we may increase our utilization of brokered deposits,
Federal Home Loan Bank ("FHLB") advances and other wholesale funding sources necessary to fund desired growth
levels. Because these funds generally are more sensitive to interest rate changes than our deposits, they are more likely

47



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

to move to the highest rate available.

In addition, customers may move funds out of our bank if they believe that their deposits are not secure. We have not
experienced any significant loss of deposits as a result of the December 31, 2012, expiration of the unlimited
insurance coverage for noninterest-bearing transaction accounts that was provided under the Dodd-Frank Act. In
connection with the expiration of this unlimited coverage, a majority of our deposits that had benefited from the
additional insurance were moved into one of the Promontory Interfinancial Network, LLC ("Promontory") reciprocal
programs at the end of the fourth quarter of 2012. However, our remaining depositors in non-interest bearing
transaction accounts may be more likely to withdraw deposits in excess of FDIC-insured levels.

We rely on our ability to generate deposits and effectively manage the repayment and maturity schedules of our loans
and investment securities, respectively, to ensure that we have adequate liquidity to fund our operations. Any decline
in available funding could adversely impact our ability to originate loans, invest in securities, meet our expenses, pay
dividends to our shareholders or fulfill obligations such as repaying our borrowings or meeting deposit withdrawal
demands, any of which could have a material adverse effect on our liquidity, financial condition, results of operations
and future prospects.
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Several of our large depositors have relationships with each other, which creates a higher risk that one customer's
withdrawal of its deposit could lead to a loss of other deposits from customers within the relationship, which, in turn,
could force us to fund our business through more expensive and less stable sources.

Several of our large depositors have business, family or other relationships with each other, which creates a risk that
any one customer's withdrawal of its deposit could lead to a loss of other deposits from customers within the
relationship.

Withdrawals of deposits by any one of our largest depositors or by one of our related customer groups could force us
to rely more heavily on borrowings and other sources of funding for our business and withdrawal demands, adversely
affecting our net interest margin and results of operations. We may also be forced, as a result of any withdrawal of
deposits, to rely more heavily on other, potentially more expensive and less stable funding sources. Consequently, the
occurrence of any of these events could have a material adverse effect on our business, results of operations, financial
condition and future prospects.

We are subject to interest rate risk that could negatively impact our profitability.

Our profitability, like that of most financial institutions, depends to a large extent on our net interest income, which is

the difference between our interest income on interest-earning assets, such as loans and investment securities, and our

interest expense on interest-bearing liabilities, such as deposits and borrowings. One of the ways in which we attempt

to manage interest rate risk is by maintaining a largely floating rate balance sheet combined with longer-term deposits,
but conditions could prevent us from successfully implementing this strategy in the future.

Interest rates are highly sensitive to many factors that are beyond our control, including general economic conditions
and policies of various governmental and regulatory agencies and, in particular, the Federal Reserve. Changes in
monetary policy, including changes in interest rates, could influence not only the interest we receive on loans and
securities and the interest we pay on deposits and borrowings, but such changes could also affect our ability to
originate loans and obtain deposits, the fair value of our financial assets and liabilities, and the average duration of our
assets. If the interest rates paid on deposits and other borrowings increase at a faster rate than the interest rates
received on loans and other investments, our net interest income, and therefore net income, could be adversely
affected.

Our loans are predominantly variable rate loans, with the majority being based on LIBOR. While there is a low
probability that interest rates will decline materially from current levels, a continuation of the current levels of
historically low interest rates could cause the spread between our loan yields and our deposit rates paid to compress
our net interest margin and our net income could be adversely affected. Further, any substantial, unexpected,
prolonged change in market interest rates could have a material adverse effect on our business, financial condition,
results of operations and future prospects.

Further, short-term interest rates are currently very low by historical standards, with many benchmark rates, such as
the federal funds rate and the one- and three-month LIBOR near zero. These low rates have reduced our cost of
funding and favorably affected our net interest margin. We do not believe that we can continue to reduce our cost of
funding by the levels we have in the past. As a result, our business, results of operations, financial condition or future
prospects may be adversely affected, perhaps materially.

In addition, an increase in interest rates could also have a negative impact on our results of operations by reducing the
ability of borrowers to repay their current loan obligations. These circumstances could not only result in increased
loan defaults, foreclosures and charge-offs, but also necessitate further increases to our allowance for loan losses, each
of which could have a material adverse effect on our business, results of operations, financial condition and future
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prospects.
Prolonged lower interest rates may adversely affect our net income.

Prolonged lower interest rates, particularly medium and longer-term rates, may have an adverse impact on the
composition of our earning assets, our net interest margin, our net interest income and our net income. Among other
things, a period of prolonged lower rates may cause prepayments to increase as our clients seek to refinance. Such an
increase in prepayments and refinancing activity would likely result in a decrease in the weighted average yield of our
earning assets. As a result, our business, results of operations or financial condition may be adversely affected,
perhaps materially.

Our business is concentrated in, and largely dependent upon, the continued growth and welfare of the general
geographic markets in which we operate.

Our commercial banking operations are concentrated in Pennsylvania, New Jersey, New York, and Ohio. As a result,
our financial condition and results of operations and cash flows are affected by changes in the economic conditions of
any of those states or the regions of which they are a part. Our success depends to a significant extent upon the
business activity, population, income levels, deposits and real estate activity in these markets. Although our customers'
business and financial interests may extend well beyond these market areas, adverse conditions that affect these
market areas could reduce our growth rate, affect the ability of our customers to repay their
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loans, affect the value of collateral underlying loans, impact our ability to attract deposits and generally affect our
financial conditions and results of operations. Because of our geographic concentration, we may be less able than
other regional or national financial institutions to diversify our credit risks across multiple markets.

We face significant competitive pressures that could impair our growth, decrease our profitability or reduce our
market share.

We operate in the highly competitive banking industry and face significant competition for customers from bank and
non-bank competitors, particularly regional and nationwide institutions, in originating loans, attracting deposits and
providing other financial services. Our competitors are generally larger and may have significantly more resources,
greater name recognition, and more extensive and established branch networks or geographic footprints than we do.
Because of their scale, many of these competitors can be more aggressive than we can on loan and deposit pricing. In
addition, many of our non-bank competitors have fewer regulatory constraints and may have lower cost structures. We
expect competition to continue to intensify due to financial institution consolidation; legislative, regulatory and
technological changes; and the emergence of alternative banking sources. Additionally, technology has lowered
barriers to entry and made it possible for non-banks to offer products and services traditionally provided by banks,
such as automatic transfer and automatic payment systems. Further, some of our current commercial banking
customers may seek alternative banking sources as they develop needs for credit facilities larger than we may be able
to accommodate.

Our ability to compete successfully will depend on a number of factors, including, among other things:

our ability to build and maintain long-term customer relationships while ensuring high ethical standards and safe and
sound banking practices;

the scope, relevance and pricing of products and services that we offer;

customer satisfaction with our products and services;

tndustry and general economic trends; and

our ability to keep pace with technological advances and to invest in new technology.

Increased competition could require us to increase the rates we pay on deposits or lower the rates we offer on loans,
which could reduce our profitability. Our failure to compete effectively in our primary markets could cause us to lose
market share and could have a material adverse effect on our business, financial condition, results of operations and
future prospects.

Our ability to maintain our reputation is critical to the success of our business.

Our business plan emphasizes relationship banking. We have benefited from strong relationships with and among our
customers, and also from our relationships with financial intermediaries. As a result, our reputation is one of the most
valuable components of our business.

Our growth over the past several years has depended on attracting new customers from competing financial
institutions and increasing our market share, primarily by the involvement in our primary markets and word-of-mouth
advertising, rather than on growth in the market for banking services in our primary markets. As such, we strive to

enhance our reputation by recruiting, hiring and retaining employees who share our core values of being an integral
part of the communities we serve and delivering superior service to our customers. If our reputation is negatively
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affected by the actions of our employees or otherwise, our existing relationships may be damaged. We could lose
some of our existing customers, including groups of large customers who have relationships with each other, and we
may not be successful in attracting new customers. Any of these developments could have a material adverse effect on
our business, financial condition, results of operations and future prospects.

Deterioration in the fiscal position of the U.S. federal government and downgrades in U.S. Treasury and federal
agency securities could adversely affect us and our banking operations.

Our financial performance generally, and in particular, the ability of borrowers to pay interest on and repay the
principal of outstanding loans and the value of collateral securing those loans, as well as demand for loans and other
products and services we offer and whose success we rely on to drive our future growth, is highly dependent on the
business environment in the markets in which we operate and in the United States as a whole. Some elements of the
business environment that affect our financial performance include short-term and long-term interest rates, the
prevailing yield curve, inflation, monetary supply, fluctuations in the debt and equity capital markets, and the strength
of the domestic economy and the local economies in the markets in which we operate. Unfavorable market conditions
can result in a deterioration of the credit quality of borrowers, an increase in the number of loan delinquencies,
defaults and charge-offs, additional provisions for loan losses, adverse asset values and a reduction in assets under
management. Unfavorable or uncertain economic
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and market conditions can be caused by declines in economic growth, business activity or investor or business
confidence, limitations on the availability of or increases in the cost of credit and capital, increases in inflation or
interest rates, high unemployment, natural disasters, state or local government insolvency, or a combination of these
or other factors.

Overall, economic growth in the United States remains slow and unemployment remains high. Uncertainty about the
federal fiscal policymaking process, the medium and long-term fiscal outlook of the federal government, and future
tax rates is a concern for businesses, consumers and investors in the United States. Any unfavorable change in the
general business environment in which we operate, in the United States as a whole or abroad could adversely affect
our business, results of operations, financial condition or future prospects.

The long-term outlook for the fiscal position of the U.S. federal government is uncertain, as illustrated by the 2011
downgrade by certain rating agencies of the credit rating of the U.S. federal government. In addition to causing
economic and financial market disruptions, any future downgrade, failures to raise the U.S. statutory debt limit, or
deterioration in the fiscal outlook of the U.S. federal government, could, among other things, materially adversely
affect the market value of the U.S. and other government and governmental agency securities that we may hold, the
availability of those securities as collateral for borrowing, and our ability to access capital markets on favorable terms.
It also could increase interest rates and disrupt payment systems, money markets, and long-term or short-term fixed
income markets, adversely affecting the cost and availability of funding, which could negatively affect our
profitability. The adverse consequences of any downgrade could also extend to those to whom we extend credit and
could adversely affect their ability to repay their loans. In addition, any resulting decline in the financial markets could
affect the value of marketable securities that serve as collateral for our loans, which would, in turn, adversely affect
our credit quality and could impede the growth that we expect to achieve within this segment of our loan portfolio.
Any of these developments could have a material adverse effect on our business, financial condition, results of
operations and future prospects.

The fair value of our investment securities can fluctuate due to factors outside of our control.

We hold an investment securities portfolio. 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 continued instability in the capital markets. Any
of these factors, among others, could cause other-than-temporary impairments and realized or unrealized losses in
future periods and declines in other comprehensive income (loss), which could have a material adverse effect on our
business, results of operations, financial condition and future prospects. The process for determining whether
impairment of a security is other-than-temporary often requires complex, subjective judgments about whether there
has been a significant deterioration in the financial condition of the issuer, whether management has the intent or
ability to hold a security for a period of time sufficient to allow for any anticipated recovery in fair value, the future
financial performance and liquidity of the issuer and any collateral underlying the security, and other relevant factors.

Our financial results depend on management's selection of accounting methods and certain assumptions and estimates.

Our financial condition and results of operations are based on our consolidated financial statements, which have been
prepared in accordance with GAAP and with general practices within the financial services industry. The preparation
of financial statements in conformity with GAAP requires us to make estimates and assumptions that affect the
reported amounts of certain assets and liabilities, disclosure of contingent assets and liabilities and the reported
amount of related revenues and expenses. Certain accounting policies inherently are based to a greater extent on
estimates, assumptions and judgments of management and, as such, have a greater possibility of producing results that
could be materially different than originally reported. They require management to make subjective or complex
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judgments, estimates or assumptions, and changes in those estimates or assumptions could have a significant impact
on our consolidated financial statements. These critical accounting policies include the allowance for loan losses,
accounting for income taxes, and the determination of fair value for financial instruments. Because of the uncertainty
of estimates involved in these matters, we may be required to significantly increase the allowance for loan losses or
sustain loan losses that are significantly higher than the reserve provided, significantly increase our accrued tax
liability or otherwise incur charges that could have a material adverse effect on our business, financial condition,
results of operations and future prospects.

By engaging in derivative transactions, we are exposed to additional credit and market risk.

We use interest rate swaps to help manage our interest rate risk from recorded financial assets and liabilities when
they can be demonstrated to effectively hedge a designated asset or liability and the asset or liability exposes us to
interest rate risk or risks inherent in customer related derivatives. We use other derivative financial instruments to help
manage other economic risks, such as liquidity and credit risk, including exposures that arise from business activities
that result in the receipt or payment of future known and uncertain cash amounts, the value of which are determined
by interest rates. Our derivative financial instruments are used to manage differences in the amount, timing, and
duration of our known or expected cash receipts principally related to our fixed rate loan assets. We also have
derivatives that result from a service we provide to certain qualifying customers approved through our credit process,
and therefore, are not used to manage interest rate risk in our assets or liabilities. Hedging interest rate risk is a
complex process, requiring sophisticated models and
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routine monitoring, and is not a perfect science. As a result of interest rate fluctuations, hedged assets and liabilities
will appreciate or depreciate in market value. The effect of this unrealized appreciation or depreciation will generally
be offset by income or loss on the derivative instruments that are linked to the hedged assets and liabilities. By
engaging in derivative transactions, we are exposed to credit and market risk. If the counterparty fails to perform,
credit risk exists to the extent of the fair value gain in the derivative. Market risk exists to the extent that interest rates
change in ways that are significantly different from what we expected when we entered into the derivative transaction.
The existence of credit and market risk associated with our derivative instruments could adversely affect our net
interest income and, therefore, could have a material adverse effect on our business, financial condition, results of
operations and future prospects.

We may be adversely affected by the soundness of other financial institutions.

Our ability to engage in routine funding transactions could be adversely affected by the actions and commercial
soundness of other financial institutions. Financial services companies are interrelated as a result of trading, clearing,
counterparty, and other relationships. We have exposure to different industries and counterparties, and through
transactions with counterparties in the financial services industry, including broker-dealers, commercial banks,
investment banks, and other financial intermediaries. In addition, we participate in loans originated by other financial
institutions (including shared national credits) in which other lenders serve as the lead bank. Further, our private
banking channel relies on relationships with a number of other financial institutions for referrals. As a result, declines
in the financial condition of, or even rumors or questions about, one or more financial institutions, financial service
companies or the financial services industry generally, may lead to market-wide liquidity, asset quality or other
problems and could lead to losses or defaults by us or by other institutions. These problems, losses or defaults could
have a material adverse effect on our business, financial condition, results of operations and future prospects.

We rely on third parties to provide key components of our business infrastructure, and a failure of these parties to
perform for any reason could disrupt our operations.

Third parties provide key components of our business infrastructure such as data processing, internet connections,
network access, core application processing, statement production and account analysis. Our business depends on the
successful and uninterrupted functioning of our information technology and telecommunications systems and
third-party servicers. The failure of these systems, or the termination of a third-party software 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. Replacing vendors or addressing other issues with our third-party service providers could entail
significant delay and expense. If we are unable to efficiently replace ineffective service providers, or if we experience
a significant, sustained or repeated, system failure or service denial, it could compromise our ability to operate
effectively, damage our reputation, result in a loss of customer business, and subject us to additional regulatory
scrutiny and possible financial liability, any of which could have a material adverse effect on our business, financial
condition, results of operations and future prospects.

We utilize the information systems of third parties to monitor the value of and control marketable securities that
collateralize our loans, and a failure of those systems or third parties could adversely affect our ability to assess and
manage the risk in our loan portfolio.

A significant portion of our loan portfolio is secured by marketable securities that are held by third-party custodians or
other financial services or wealth management firms. We utilize the systems of these third parties to provide
information to us so that we can quickly and accurately monitor changes in value of the securities that serve as
collateral. We also rely on these parties to provide control over marketable securities for purposes of perfecting our
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security interests and retaining the collateral in the applicable accounts. While we have been careful in selecting the
third-parties with which we do business, we do not control their actions, their systems or the information that they
provide to us. Any problems caused by these third parties, including as a result of their failure to provide services or
information to us for any reason, or their performing services poorly or providing us with incorrect information, could
adversely affect our ability to deliver products and services to our customers or could adversely affect our ability to
manage, appropriately assess and react to risk in our loan portfolio, which, in turn, could have a material adverse
effect on our business, financial condition, results of operations and future prospects.

We could be subject to losses, regulatory action or reputational harm due to fraudulent and negligent acts on the part
of loan applicants, our borrowers, our employees and vendors.

In deciding whether to extend credit or enter into other transactions with clients and counterparties, we may rely on
information furnished by or on behalf of clients and counterparties, including financial statements, property appraisals,
title information, employment and income documentation, account information and other financial information. We
may also rely on representations of clients and counterparties as to the accuracy and completeness of such information
and, with respect to financial statements, on reports of independent auditors. Any such misrepresentation or incorrect
or incomplete information may not be detected prior to funding a loan or during our
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ongoing monitoring of outstanding loans. In addition, one or more of our employees or vendors could cause a
significant operational breakdown or failure, either as a result of human error or where an individual purposefully
sabotages or fraudulently manipulates our loan documentation, operations or systems. Any of these developments
could have a material adverse effect on our business, financial condition, results of operations and future prospects.

Our growth and expansion strategy may involve strategic investments or acquisitions, and we may not be able to
overcome risks associated with such transactions.

We anticipate closing on our acquisition of Chartwell late in the first quarter of 2014. Additionally, although we plan
to continue to grow our business organically beyond that, we may seek opportunities to invest in or acquire investment
management businesses that we believe would complement our existing business model. Our acquisition of Chartwell
and any potential future investment or acquisition activities could be material to our business and involve a number of
risks, including the following:

incurring time and expense associated with identifying and evaluating potential investments or acquisitions and
negotiating potential transactions, resulting in our attention being diverted from the operation of our existing business;

the lack of history among our management team in working together on acquisitions and related integration activities;
the time, expense and difficulty of integrating the operations and personnel of the combined businesses;

an inability to realize expected synergies or returns on investment;

potential disruption of our ongoing banking business; and

a loss of key employees or key customers following our investment or acquisition.

We may not be successful in overcoming these risks or any other problems encountered in connection with pending or
potential investments or acquisitions. Our inability to overcome these risks could have an adverse effect on our ability
to implement our business strategy and enhance shareholder value, which, in turn, could have a material adverse effect
on our business, financial condition, results of operations and future prospects.

The value of our goodwill and other intangible assets may decline in the future.

Assuming the completion of our acquisition of Chartwell, we expect to recognize intangible assets including customer
relationship intangible assets and goodwill in our consolidated balance sheet. We may not realize the value of these
assets. Management performs an annual review of the carrying values of goodwill and indefinite-lived intangible
assets and periodic reviews of the carrying values of all other assets to determine whether events and circumstances
indicate that an impairment in value may have occurred. A variety of factors could cause the carrying value of an asset
to become impaired. Should a review indicate impairment, a write-down of the carrying value of the asset would
occur, resulting in a non-cash charge which would adversely affect our results of operations for the period.

Our investment management business may be negatively impacted by competition, changes in economic and market
conditions, changes in interest rates and investment performance.

Assuming the completion our acquisition of Chartwell, the resulting investment management business may be
negatively impacted by competition, changes in economic and market conditions, changes in interest rates and
investment performance. Assuming the completion of our acquisition of Chartwell, we expect that a material portion
of our earnings will be derived from our investment management business. We will face significant competition to
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attract and retain investment management clients, including competition from investment advisory firms, mutual
funds, and other financial services companies. Our ability to successfully attract and retain investment management
clients will depend on, among other things, our ability to compete with our competitors’ investment products, level of
investment performance, fees, client services, marketing and distribution capabilities. Our ability to retain investment
management clients may be impaired by the fact that investment management contracts are typically terminable in
nature. Most of our clients may withdraw funds from under our management at their discretion at any time for any
reason, including the performance of the investment advice, a change in the client’s investment strategy or other
factors. If we cannot effectively compete to attract and retain customers, our business, results of operations or
financial condition may be adversely affected.

Additionally, it is possible our management fees could be reduced for a variety of reasons, including among other
things, pressure on them resulting from competition in the investment management sector or regulatory changes, and
that we may from time to time reduce or waive investment management fees, or limit total expenses, on certain
products or services offered as part of the our investment management business for particular time periods to manage
fund expenses, or for other reasons, and to help retain or increase managed assets. If our revenues decline without a
commensurate reduction in our expenses, our net income from our investment management
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business would be reduced, which could have a material adverse effect on our business, financial condition, results of
operations and future prospects.

Our investment management business may be negatively impacted by changes in general economic and market
conditions because the performance of such business is directly affected by conditions in the financial and securities
markets. The financial markets and businesses operating in the securities industry are highly volatile (meaning that
performance results can vary greatly within short periods of time) and are directly affected by, among other factors,
domestic and foreign economic conditions and general trends in business and finance, all of which are beyond our
control. We cannot guarantee that broad market performance will be favorable in the future. Declines in the financial
markets or a lack of sustained growth may result in declines in the performance of the investment management
business and the level of assets under management.

Further, an increase in interest rates could also adversely affect our investment management business, which will
comprise a material part of our earnings assuming completion of the Chartwell acquisition, by decreasing the net asset
values of our assets under management and potentially causing investors to shift assets in ways that negatively impact
the fees generated by that business.

Success in the investment management business is largely dependent on investment performance relative to market
conditions and the performance of competing products. Good performance generally assists retention and growth of
managed assets, resulting in additional revenues. Conversely, poor performance tends to result in decreased sales and
increased redemptions with corresponding decreases in revenues to the investment management business. It also could
adversely impact any performance-based fees for which we are eligible in that business. Poor performance could,
therefore, have a material adverse effect on our business, results of operations or business prospects. A significant and
prolonged decline in the assets under management of our investment management business could have a material
adverse effect on our future revenues and, to a lesser extent, net income, due to related reductions to distribution
expenses associated with these funds.

Our Investment Management Business will rely heavily on other key employees, and we could be adversely affected
by the unexpected loss of their services.

Assuming the completion of the acquisition of Chartwell, our success will depend in large part on the performance of
key personnel, as well as on our ability to attract, motivate and retain highly qualified management and employees.
We expect to implement non-solicitation agreements with certain employees of Chartwell through January, 2018, and
on-going non-solicitation agreements with the executive officers of Chartwell. Still, we may not be successful in
retaining key employees in that business. If the services of any of the key personnel in our investment management
business should become unavailable for any reason, we may not be able to identify and hire qualified persons on terms
acceptable to us, or at all, which could have a material adverse effect on our client relationships business, financial
condition, results of operations and future prospects.

Adverse Effects of Termination or Failure to Renew Fund Agreements.

Assuming the completion of our Chartwell acquisition, a material portion of our earnings will be derived from
investment management agreements and sub-advisor investment management agreements related to multiple
sponsored funds. Investment management agreements are, as required by law, terminable upon 60 days notice. In
addition, investment management agreements of this nature must be approved and renewed annually by each fund’s
board of directors or trustees, including independent members of the board, or its shareholders, as required by law.
Failure to renew, changes resulting in lower fees, or termination of a significant number of these agreements could
have a material adverse impact on our business.
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Unauthorized access, cyber-crime and other threats to data security may require significant resources, harm our
reputation, and adversely affect our business.

We necessarily collect, use and hold personal and financial information concerning individuals and businesses with
which we have a banking relationship. Threats to data security, including unauthorized access, and cyber-attacks,
rapidly emerge and change, exposing us to additional costs for protection or remediation and competing time
constraints to secure our data in accordance with customer expectations and statutory and regulatory privacy and other
requirements. It is difficult or impossible to defend against every risk being posed by changing technologies, as well
as criminal intent on committing cyber-crime. Increasing sophistication of cyber-criminals and terrorists make
keeping up with new threats difficult and could result in a breach. Controls employed by our information technology
department and our other employees and vendors could prove inadequate. We could also experience a breach due to
intentional or negligent conduct on the part of employees or other internal sources, software bugs or other technical
malfunctions, or other causes. As a result of any of these threats, our customer accounts may become vulnerable to
account takeover schemes or cyber-fraud. Our systems and those of our third-party vendors may also become
vulnerable to damage or disruption due to circumstances beyond our or their control, such as from catastrophic events,
power anomalies or outages, natural disasters, network failures, and viruses and malware.

A breach of our security that results in unauthorized access to our data could expose us to a disruption or challenges
relating to our daily
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operations as well as to data loss, litigation, damages, fines and penalties, significant increases in compliance costs,
and reputational damage, any of which could have a material adverse effect on our business, results of operations,
financial condition and future prospects.

We may take filing positions or follow tax strategies that may be subject to challenge.

The amount of income taxes that we are required to pay on our earnings is based on federal and state legislation and
regulations. We provide for current and deferred taxes in our financial statements based on our results of operations,
business activity, legal structure and interpretation of tax statutes. We may take filing positions or follow tax strategies
that are subject to audit and may be subject to challenge. Our net income may be reduced if a federal, state or local
authority assessed charges for taxes that have not been provided for in our consolidated financial statements. Taxing
authorities could change applicable tax laws, challenge filing positions or assess taxes and interest charges. If taxing
authorities take any of these actions, our business, results of operations, financial condition, could be adversely
affected, perhaps materially.

The market in which we operate is susceptible to storms and other natural disasters and adverse weather which could
result in a disruption of our operations and increases in loan losses.

A significant portion of our business is generated from markets that have been, and may continue to be, damaged by
major storms and other natural disasters and adverse weather. Natural disasters can disrupt our operations, cause
widespread property damage, and severely depress the local economies in which we operate. If the economies in our
primary markets experience an overall decline as a result of a natural disaster, adverse weather, or other disaster,
demand for loans and our other products and services could be reduced. In addition, the rates of delinquencies,
foreclosures, bankruptcies and losses on loan portfolios may increase substantially, as uninsured property losses or
sustained job interruption or loss may materially impair the ability of borrowers to repay their loans. Moreover, the
value of real estate or other collateral that secures the loans could be materially and adversely affected by a disaster. A
disaster could, therefore, result in decreased revenue and loan losses that have a material adverse effect on our
business, financial condition, results of operations and future prospects.

Our operations and clients are concentrated in large metropolitan areas in the United States, which could be the target
of terrorist attacks.

A significant portion of our operations and our clients, as well as the properties securing our real estate loans
outstanding are located in large metropolitan areas in the United States. These areas have been and may continue to be
the target of terrorist attacks. A successful, major terrorist attack in one of our primary markets could severely disrupt
our operations and the ability of our clients to do business with us, and cause losses to loans secured by properties in
these areas. Such an attack could therefore have a material adverse effect on our business, results of operations,
financial condition and future prospects.

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

In the course of our business, we may purchase real estate, or we may foreclose on and take title to real estate. As a
result, we could be subject to environmental liabilities with respect to these properties. We may be held liable to a
governmental entity or to third parties for property damage, personal injury, investigation and clean-up costs incurred
by these parties in connection with environmental contamination or may be required to investigate or clean up
hazardous or toxic substances or chemical releases at a property. The costs associated with investigation or
remediation activities could be substantial. In addition, if we are the owner or former owner of a contaminated site, we
may be subject to common law claims by third parties based on damages and costs resulting from environmental
contamination emanating from the property. Any significant environmental liabilities could cause a material adverse
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effect on our business, financial condition, results of operations and future prospects.
Risks Relating to the Regulation of our Industry

We operate in a highly regulated environment, which could have a material and adverse impact on our operations and
activities, financial condition, results of operations, growth plans and future prospects.

Banking is highly regulated under federal and state law. We are subject to extensive regulation and supervision that
governs almost all aspects of our operations. As a registered bank holding company, we are subject to supervision,
regulation and examination by the Federal Reserve. As a commercial bank chartered under the laws of Pennsylvania,
TriState Capital Bank is subject to supervision, regulation and examination by the Pennsylvania Department of
Banking and Securities and the FDIC.

The primary goals of the bank regulatory scheme are to maintain a safe and sound banking system and to facilitate the
conduct of sound monetary policy. This system is intended primarily for the protection of the FDIC's Deposit
Insurance Fund and bank depositors, rather than our shareholders and creditors. The banking agencies have broad
enforcement power over bank holding companies and banks, including the authority, among other things, to enjoin
“unsafe or unsound” practices, require affirmative action to correct any violation
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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, and, with respect to banks, terminate our charter, terminate our deposit insurance or place the
Bank into conservatorship or receivership. In general, these enforcement actions may be initiated for violations of
laws and regulations or unsafe or unsound practices.

Compliance with the myriad laws and regulations applicable to our organization can be difficult and costly. In
addition, these laws, regulations and policies are subject to continual review by governmental authorities, and changes
to these laws, regulations and policies, including changes in interpretation or implementation of these laws,
regulations and policies, could affect us in substantial and unpredictable ways and often impose additional compliance
costs. Further, any new laws, rules and regulations, such as the Dodd- Frank Act, could make compliance more
difficult or expensive. All of these laws and regulations, and the supervisory framework applicable to our industry,
could have a material adverse impact on our operations and activities, financial condition, results of operations,
growth plans and future prospects.

Federal and state bank regulators periodically examine our business and we may be required to remediate adverse
examination findings.

The Federal Reserve, the FDIC and the Pennsylvania Department of Banking and Securities periodically examine our
business, including our compliance with laws and regulations. If, as a result of an examination, a bank regulatory
agency were to determine that our financial condition, capital resources, asset quality, earnings prospects,
management, liquidity or other aspects of any of our operations had become unsatisfactory, or that we were 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 action 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 TriState Capital Bank's charter or deposit insurance and place the Bank into
receivership or conservatorship. Any regulatory action against us could have a material adverse effect on our business,
results of operations, financial condition and future prospects.

The Bank's FDIC deposit insurance premiums and assessments may increase.

The deposits of TriState Capital Bank are insured by the FDIC up to legal limits and, accordingly, subject it to the
payment of FDIC deposit insurance assessments. The Bank's regular assessments are determined by its risk category,
which is based on a combination of its financial ratios and supervisory ratings, which, among other things, generally
demonstrates its regulatory capital levels and level of supervisory concern. High levels of bank failures since 2007 and
increases in the statutory deposit insurance limits have increased costs to the FDIC in resolving bank failures and have
put significant pressure on the Deposit Insurance Fund. In order to maintain a strong funding position and restore the
reserve ratios of the Deposit Insurance Fund, the FDIC increased deposit insurance assessment rates and charged a
special assessment to all FDIC-insured financial institutions. Further increases in assessment rates or special
assessments may occur in the future, especially if there are significant additional financial institution failures. Any
material decline in our examination ratings could also increase our deposit insurance premiums. Any future special
assessments, increases in assessment rates or required prepayments in FDIC insurance premiums could reduce our
profitability or limit our ability to pursue certain business opportunities, which could have a material adverse effect on
our business, financial condition, results of operations and future prospects.

New regulatory capital rules.
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In June, 2012, the federal banking agencies announced proposed rulemaking for the purpose of strengthening the
regulatory capital requirements of all banking organizations in the United States. The proposal is designed to
implement the requirements of the agreements reached by the Basel Committee on Banking Supervision. The
proposed regulatory capital standards, commonly known as Basel III, were adopted in July, 2013. The Basel 111
proposals begin phasing in on January 1, 2015.

Basel III creates a new regulatory capital standard based on tier 1 common equity and increases the minimum leverage
and risk-based capital ratios applicable to all banking organizations. Basel III also changes how a number of the
regulatory capital components are calculated. We expect that we and TriState Capital Bank will meet all minimum
capital requirements when effective and that we and TriState Capital Bank would also meet all capital requirements as
if fully phased in without material adverse effects on our business. However, the capital rules may continue to evolve
over time and future changes may have a material adverse effect on our business.

We are subject to numerous laws designed to protect consumers, including the Community Reinvestment Act and fair
lending laws, and failure to comply with these laws could lead to a wide variety of sanctions.

The Community Reinvestment Act, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending
laws and regulations impose nondiscriminatory lending requirements on financial institutions. The Consumer
Financial Protection Bureau, the Department of Justice and other federal agencies are responsible for enforcing these
laws and regulations. A successful regulatory challenge to an
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institution's performance under the Community Reinvestment Act 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, restrictions on expansion, and restrictions on entering new business lines. Private parties may
also have the ability to challenge an institution's performance under fair lending laws in private class action litigation.
Such actions could have a material adverse effect on our business, financial condition, results of operations and future
prospects.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money laundering
statutes and regulations.

The Bank Secrecy Act, the USA PATRIOT Act of 2001, 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 when appropriate. In addition to other bank regulatory agencies, the federal Financial
Crimes Enforcement Network of the Department of the Treasury is authorized to impose significant civil money
penalties for violations of those requirements and has recently engaged in coordinated enforcement efforts with the
state and federal banking regulators, as well as the U.S. Department of Justice, Consumer Financial Protection Bureau,
Drug Enforcement Administration, and Internal Revenue Service. We are also subject to increased scrutiny of
compliance with the rules enforced by the Office of Foreign Assets Control of the Department of the Treasury
regarding, among other things, the prohibition of transacting business with, and the need to freeze assets of, certain
persons and organizations identified as a threat to the national security, foreign policy or economy of the United
States. If our policies, procedures and systems are deemed deficient, we would be subject to liability, including fines
and regulatory actions, which may include 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. Failure to
maintain and implement adequate programs to combat money laundering and terrorist financing could also have
serious reputational consequences for us. Any of these results could have a material adverse effect on our business,
financial condition, results of operations and future prospects.

Potential adverse effects of changes in laws and regulations on the investment management business.

Assuming the completion of our acquisition of Chartwell, our resulting investment management business will be
subject to extensive regulation in the United States, including the Securities Act of 1933, the Securities Exchange Act
of 1934, and the Investment Advisers Act of 1940, state laws regarding securities fraud and regulations promulgated
by various regulatory authorities, including the SEC and the Financial Industry Regulatory Authority ("FINRA"). The
investment management business also is affected by the regulations governing banks and other financial institutions.
Changes in laws, regulations or governmental policies, the costs associated with compliance, or any potential failure
to comply could materially and adversely affect our business, financial condition, results of operations and future
prospects.

Risks Relating to an Investment in our Common Stock
Shares of our common stock are not an insured deposit.

Shares of our common stock are not bank deposits and are not insured or guaranteed by the FDIC or any other
government agency. An investment in our common stock has risks, and you may lose your entire investment.

An active, liquid market for our common stock may not be sustained.

Our common stock is listed on Nasdaq, but we may be unable to meet continued listing standards. In addition, an
active, liquid trading market for our common stock may not be sustained. A public trading market having the desired
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characteristics of depth, liquidity and orderliness depends upon the presence in the marketplace and independent
decisions of willing buyers and sellers of our common stock, over which we have no control. Without an active, liquid
trading market for our common stock, shareholders may not be able to sell their shares at the volume, prices and times
desired. Moreover, the lack of an established market could materially and adversely affect the value of our common
stock.

Future sales of our common stock may adversely affect our stock price.

The market price of our common stock may be adversely affected by the sale of a significant quantity of our
outstanding common stock (including any securities convertible into or exercisable or exchangeable for common
stock), or the perception that such a sale could occur. These sales, or the possibility that these sales may occur, also
might make it more difficult for us to raise additional capital by selling equity securities in the future at a time and
price that we deem appropriate.
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The market price of our common stock may be subject to substantial fluctuations, which may make it difficult for you
to sell your shares at the volume, prices and times desired.

The market price of our common stock may be highly volatile, which may make it difficult to resell shares of our
common stock at the volume, prices and times desired. There are many factors that may impact the market price and
trading volume of our common stock, including, without limitation:

actual or anticipated fluctuations in our operating results, financial condition or asset quality;
changes in economic or business conditions;

the effects of, and changes in, trade, monetary and fiscal policies, including the interest rate policies of the Federal
Reserve;

publication of research reports about us, our competitors, or the financial services industry generally, or changes in, or
failure to meet, securities analysts' estimates of our financial and operating performance, or lack of research reports by
industry analysts or ceasing of coverage;

operating and stock price performance of companies that investors deemed comparable to us;

additional or anticipated sales of our common stock or other securities by us or our existing shareholders;
additions or departures of key personnel;

perceptions in the marketplace regarding our competitors and/or us;

significant acquisitions or business combinations, strategic partnerships, joint ventures or capital commitments by or
involving our competitors or us;

other economic, competitive, governmental, regulatory and technological factors affecting our operations, pricing,
products and services; and

9ther news, announcements or disclosures (whether by us or others) related to us, our competitors, our core market or
the financial services industry.

The stock market and, in particular, the market for financial institution stocks have experienced substantial
fluctuations in recent years, which in many cases have been unrelated to the operating performance and prospects of
particular companies. In addition, significant fluctuations in the trading volume in our common stock may cause
significant price variations to occur. Increased market volatility may materially and adversely affect the market price
of our common stock, which could make it difficult to sell your shares at the volume, prices and times desired.

The market price of our common stock could decline significantly due to actual or anticipated issuances or sales of our
common stock in the future.

Actual or anticipated issuances or sales of substantial amounts of our common stock could cause the market price of
our common stock to decline significantly and make it more difficult for us to sell equity or equity-related securities in
the future at a time and on terms that we deem appropriate. The issuance of any shares of our common stock in the
future also would, and equity-related securities could, dilute the percentage ownership interest held by shareholders
prior to such issuance. We may issue additional equity securities, or debt securities convertible into or exercisable or
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exchangeable for equity securities, from time to time to raise additional capital, support growth or to make
acquisitions. Further, we expect to issue stock options or other stock awards to retain and motivate our employees,
executives and directors. These issuances of securities could dilute the voting and economic interests of our existing
shareholders.

Securities analysts may not initiate or continue coverage on our common stock.

The trading market for our common stock depends in part on the research and reports that securities analysts publish
about us and our business. We do not have any control over these securities analysts, and they may not cover our
common stock. If securities analysts do not cover our common stock, the lack of research coverage may adversely
affect its market price. To the extent that we are covered by securities analysts, and our common stock is the subject of
an unfavorable report, the price of our common stock may decline. If one or more of these analysts cease to cover us
or fail to publish regular reports on us, we could lose visibility in the financial markets, which could cause the price or
trading volume of our common stock to decline.
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We have significant investors whose individual interests may differ from yours.

In August 2012, we completed a private placement of our Series C preferred stock in which we raised gross proceeds
of approximately $50.0 million. As a result of this private placement, a significant portion of our outstanding equity is
currently held by two investment funds managed by Lovell Minnick Partners LLC. Collectively, these funds
beneficially own approximately 17.0% of our outstanding common stock. These funds have a significant level of
influence because of their level of ownership, including a greater ability than you and our other shareholders to
influence the election of directors and the potential outcome of other matters submitted to a vote of our shareholders,
such as mergers, the sale of substantially all of our assets and other extraordinary corporate matters. These funds also
have certain rights, such as certain board representation rights, that our other shareholders do not have. The interests
of these funds could conflict with the interests of our other shareholders, including you, and any future transfer by
these funds of their shares of preferred or common stock to other investors who have different business objectives
could have a material adverse effect on our business, results of operations, financial condition, future prospects or the
market value of our common stock.

Our current management and board of directors have significant control over our business.

Our directors and executive officers beneficially own a material portion of our outstanding common stock.
Consequently, our directors and executive officers, acting together, may be able to significantly affect the outcome of
the election of directors and the potential outcome of other matters submitted to a vote of our shareholders, such as
mergers, the sale of substantially all of our assets and other extraordinary corporate matters. The interests of these
insiders could conflict with the interest of our shareholders, including you.

The rights of holders of our common stock will be subordinate to the rights of holders of any debt securities that we
may issue and may be subordinate to the rights of holders of any class of preferred stock that we may issue in the
future.

Our board of directors has the authority to issue debt securities or an aggregate of up to 150,000 shares of preferred
stock on the terms it determines without shareholder approval. Any debt or shares of preferred stock that we may issue
in the future could be senior to our common stock. Because our decision to issue debt or equity securities or incur
other borrowings in the future will depend on market conditions and other factors beyond our control, the amount,
timing, nature or success of our future capital raising efforts is uncertain. Thus, holders of our common stock bear the
risk that our future issuances of debt or equity securities or our incurrence of other borrowings will negatively affect
the market price of our common stock.

Fulfilling our public company financial reporting and other regulatory obligations is expensive and time consuming,
and it may strain our resources.

As a public company, we are subject to the reporting requirements of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, and are required to implement specific corporate governance practices and adhere to a
variety of reporting requirements under the Sarbanes-Oxley Act of 2002 ("Sarbanes-Oxley Act") and the related rules
and regulations of the Securities Exchange Commission ("SEC") as well as the rules of Nasdagq. In particular, we are
required to file with the SEC annual, quarterly and current reports with respect to our business and financial condition.
Compliance with these requirements places significant demands on our legal, accounting and finance staff and on our
accounting, financial and information systems and has increased our legal and accounting compliance costs as well as
our compensation expense because we have and may to continue to hire additional accounting, finance, legal and
internal audit staff to comply with these reporting requirements. These expenses may further increase in the future. As
a public company we also may need to enhance our investor relations, marketing and corporate communications
functions. These additional efforts may strain our resources and divert management's attention from other business
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concerns, which could have a material adverse effect on our business, financial condition, results of operations and
future prospects.

We are an “emerging growth company,” and the reduced regulatory and reporting requirements applicable to emerging
growth companies may make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in the Jumpstart Our Business Startups Act ("JOBS Act"). For as
long as we continue to be an emerging growth company we may to take advantage of reduced regulatory and reporting
requirements that are otherwise generally applicable to public companies. These include, without limitation, not being
required to comply with the auditor attestation requirements of Section 404(b) of the Sarbanes-Oxley Act, reduced
financial reporting requirements, reduced disclosure obligations regarding executive compensation, and exemptions
from the requirements of holding non-binding advisory votes on executive compensation and golden parachute
payments. We have generally elected to take advantage of these reduced requirements. The JOBS Act also permits an
“emerging growth company” such as us to take advantage of an extended transition period to comply with new or
revised accounting standards applicable to public companies. However, we have irrevocably “opted out” of this
provision, and we will comply with new or revised accounting standards to the same extent that compliance is
required for non-emerging growth companies.

We may take advantage of these provisions for up to five years, unless we earlier cease to be an emerging growth
company, which would occur if our annual gross revenues exceed $1.0 billion, if we issue more than $1.0 billion in

non-convertible debt in a three year period,
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or if the market value of our common stock held by non-affiliates exceeds $700.0 million as of any June 30 before that
time, in which case we would no longer be an emerging growth company as of the following December 31. Investors
may find our common stock less attractive to the extent that we rely on the exemptions, which may result in a less
active trading market and increased volatility in our stock price.

We do not intend to, and would face regulatory restrictions on our ability to, pay dividends in the foreseeable future.

We have not paid any dividends on our common stock since inception, and we do not intend to pay dividends for the
foreseeable future. Instead, we anticipate that all of our future earnings will be used for working capital, to support our
operations and to finance the growth and development of our business. In addition, we are subject to certain
restrictions on the payment of cash dividends as a result of banking laws, regulations and policies. Finally, because
TriState Capital Bank is our only material asset, and, after and assuming completion of our acquisition of Chartwell,
will be our most significant asset, our ability to pay dividends to our shareholders depends in large part on our receipt
of dividends from the Bank, which is also subject to restrictions on dividends as a result of banking laws, regulations
and policies.

Our corporate governance documents, and certain corporate and banking laws applicable to us, could make a takeover
more difficult.

Certain provisions of our amended and restated articles of incorporation, or our Articles of Incorporation, and our
bylaws, as amended, or our Bylaws, and corporate and federal banking laws, could make it more difficult for a third
party to acquire control of our organization or conduct a proxy contest, even if those events were perceived by many
of our shareholders as beneficial to their interests. These provisions, and the corporate and banking laws and
regulations applicable to us:

empower our board of directors, without shareholder approval, to issue our preferred stock, the terms of which,
including voting power, are set by our board of directors;

divide our board of directors into four classes serving staggered four-year terms;
eliminate cumulative voting in elections of directors;

require the request of holders of at least 10% of the outstanding shares of our capital stock entitled to vote at a
meeting to call a special shareholders' meeting;

require at least 60 days' advance notice of nominations for the election of directors and the presentation of shareholder
proposals at meetings of shareholders; and

require prior regulatory application and approval of any transaction involving control of our organization.

These provisions may discourage potential acquisition proposals and could delay or prevent a change in control,
including under circumstances in which our shareholders might otherwise receive a premium over the market price of
our shares.

There are substantial regulatory limitations on changes of control of bank holding companies.

With certain limited exceptions, federal regulations prohibit a person or company or a group of persons deemed to be
“acting in concert” from, directly or indirectly, acquiring more than 10% (5% if the acquirer is a bank holding company)

of any class of our voting stock or obtaining the ability to control in any manner the election of a majority of our
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directors or otherwise direct the management or policies of our company without prior notice or application to and the
approval of the Federal Reserve. Accordingly, prospective investors need to be aware of and comply with these
requirements, if applicable, in connection with any purchase of shares of our common stock. These provisions
effectively inhibit certain mergers or other business combinations, which, in turn, could adversely affect the market
price of our common stock.
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ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our main office consists of leased office space located at One Oxford Centre, Suite 2700, 301 Grant Street,
Pittsburgh, Pennsylvania. We also lease office space for each of our four representative offices in the metropolitan
areas of Philadelphia, Pennsylvania; Cleveland, Ohio; Princeton, New Jersey; and New York, New York. The leases
for our facilities have terms expiring at dates ranging from 2014 to 2021, although certain of the leases contain options
to extend beyond these dates. We believe that our current facilities are adequate for our current level of operations.

We believe that we have the necessary infrastructure in place to support our projected growth in our primary markets.
While we expect to continue to expand and diversify our business by hiring additional experienced bankers in our
primary markets, we do not anticipate establishing additional offices in new markets at least until our New York
market demonstrates sustained profitability.

ITEM 3. LEGAL PROCEEDINGS

From time to time the Company is a party to various litigation matters incidental to the conduct of its business. During
the year ended December 31, 2013, the Company was not a party to any legal proceedings the resolution of which
management believes would have a material adverse effect on the Company's business, future prospects, financial
condition, liquidity, results of operation, cash flows or capital levels.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock is traded on The Nasdaq Global Select Market under the symbol “TSC”. On February 14, 2014,
there were approximately 142 holders of record of our common stock, listed with our registered agent.

No cash dividends have ever been paid by us on our common stock, and we do not anticipate paying any cash
dividends in the foreseeable future. Our principal source of funds to pay cash dividends on our common stock would
be cash dividends from our bank. The payment of dividends by our bank is subject to certain restrictions imposed by
federal and state banking laws, regulations and authorities.

The following table presents the range of high and low bid prices reported on The Nasdaq Global Select Market for
each of the quarters of 2013 since the Company's initial public offering on May 9, 2013.

Market Price Range

High Low
2013
Fourth Quarter $13.49 $11.35
Third Quarter $14.16 $11.39
Second Quarter (from May 9, 2013) $14.50 $12.10

Stock Performance Graph

The following table and graph sets forth the cumulative total stockholder return for the Company’s common stock
beginning on May 9, 2013, the date of the Company’s initial public offering, compared to an overall stock market
index (Russell 2000 Index) and the Company’s peer group index (Nasdaq Bank Index). The Russell 2000 Index and
Nasdaq Bank Index are based on total returns assuming reinvestment of dividends. The graph assumes an investment
of $100 on May 9, 2013. The performance graph represents past performance and should not be considered to be an
indication of future performance.

Recent Sales of Unregistered Securities
None.
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ITEM 6. SELECTED FINANCIAL DATA

You should read the selected financial data set forth below in conjunction with “Management’s Discussion and Analysis
of Financial Condition and Results of Operations” and the consolidated financial statements and the related notes
included elsewhere in this Form 10-K. We have derived the selected statements of income data for the years ended
December 31, 2013, 2012 and 2011, and the selected balance sheet data as of December 31, 2013 and 2012, from our
audited consolidated financial statements included elsewhere in this Form 10-K. We have derived the selected
statements of income data for the years ended December 31, 2010 and 2009, and the selected balance sheet data as of
December 31, 2011, 2010 and 2009, from our audited consolidated financial statements not included in this Form
10-K. The performance, asset quality and capital ratios are unaudited and derived from the audited financial
statements as of and for the years presented. Average balances have been computed using daily averages. Our

historical results may not be indicative of our results for any future period.

(Dollars in thousands, except per share)
Period-end balance sheet data:

Cash and cash equivalents

Total investment securities

Total loans

Allowance for loan losses

Total loans, net of allowance for loan losses
Other assets

Total assets

Total deposits

Borrowings

Other liabilities

Total liabilities

Preferred stock - Series A and B (CPP)
Preferred stock - Series C (convertible)
Common shareholders' equity

Total shareholders' equity

Total liabilities and shareholders' equity

Income statement data:

Interest income

Interest expense

Net interest income

Provision for loan losses

Net interest income after provision for loan
losses

Non-interest income:

Non-interest income (excluding net gain on
sale of investment securities
available-for-sale)

Net gain on sale of investment securities
available-for-sale

Total non-interest income

Non-interest expense

Income (loss) before tax

As of and for the Years Ended December 31,

2013

$146,558
227,844
1,860,775
(18,996
1,841,779
74,328
$2,290,509

$1,961,705
20,000
14,859
1,996,564

293,945
293,945
$2,290,509

$72,851
11,067
61,784
8,187

53,597

5,001

797

5,798
40,815
18,580

2012

$200,080
191,187
1,641,628

) (17,874

1,623,754
58,108
$2,073,129

$1,823,379
20,000
12,026
1,855,405
46,011
171,713
217,724
$2,073,129

$71,034
13,674
57,360
8,185

49,175

5,085

1,114

6,199
37,865
17,509

2011

$235,464
163,392
1,406,995

) (16,350

1,390,645
43,949
$1,833,450

$1,637,126
11,872
1,648,998
23,708
160,744
184,452
$1,833,450

$65,367
17,986
47,381
5,339

42,042

2,585

1,323

3,908
33,994
11,956

2010

$203,169
143,837
1,283,745

)(17,111

1,266,634
46,112
$1,659,752

$1,470,600
13,592
1,484,192
23,444
152,116
175,560
$1,659,752

$64,688
20,652
44,036
5,251

38,785

2,461

2,461
33,592
7,654

2009

$129,526
47,699
1,294,005

) (15,764 )

1,278,241
32,145
$1,487,611

$1,337,554
10,757
1,348,311
23,197
116,103
139,300
$1,487,611

$57,284
24,986
32,298
23,841

8,457

3,081

5,255

8,336
29,092
(12,299 )
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Income tax expense (benefit)

Net income (loss)

Preferred stock dividends and discount
amortization on Series A and B

Net income (loss) available (attributable) to
common shareholders

40

5,713
$12,867

$12,867

6,837
$10,672

1,525

$9,147

4,738
$7,218

1,518

$5,700

(7,574
$15,228

1,818

$13,410

)—
$(12,299

782

$(13,081
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Per share and share data:

Earnings (loss) per share:

Basic

Diluted

Book value per common share
Book value per share with preferred
converted to common (1)

Tangible book value per share with
preferred converted to common ()
Common shares outstanding, at end of
period

Common shares outstanding with

preferred converted to common, at end of

period (D

Average common shares outstanding
Basic

Diluted

Performance ratios:

Return on average assets

Return on average equity

Net interest margin @

Efficiency ratio (1)

Efficiency ratio, as adjusted ()
Non-interest expense to average assets
Pre-tax, pre-provision net revenue per
average employee (1)

Asset quality:

Non-performing loans

Non-performing assets

Other real estate owned
Non-performing assets to total assets
Allowance for loan losses to total loans
Allowance for loan losses to
non-performing loans

Net charge-offs

Net charge-offs to average total loans

Revenue:
Total revenue (1)
Pre-tax, pre-provision net revenue (1)

Capital ratios:

Average equity to average assets
Tangible equity to tangible assets (1)
Tier 1 leverage ratio

Tier 1 risk-based capital ratio

Total risk-based capital ratio

$0.49
$0.48
$10.25

$10.25
$10.25

28,690,279

28,690,279

24,589,811
26,690,773

0.59
4.84
292
61.11
59.84
1.88

$209

$20,293
$21,706
$1,413
0.95
1.02

93.61

$7,065
0.41

$66,785
$25,970

12.23
12.83
13.12
13.45
14.34

$0.47
$0.47
$9.84

$9.75

$9.75

17,444,730

22,322,779

17,394,491
19,351,009

%0.55
%35.24
%3.00
% 60.64
% 60.64
%1.94

$222

$22,483

$22,773

$290
%1.10
%1.09

%79.50

$6,661
%0.43

$62,445
$24,580

%10.44
%10.50
%10.35
% 10.95
%11.88

$0.33
$0.33
$9.21

$9.21

$9.21

17,444,730

17,444,730

17,380,185
17,392,969

%0.41
%3.97
%2.72
% 68.03
% 68.03
%1.92

$162

$16,428

$16,428

$—
%0.90
%1.16

%99.53

$6,100
%0.46

$49,966
$15,972

%10.27
% 10.06
%10.18
%10.63
% 11.60

$0.83
$0.83
$8.77

$8.77

$8.77

17,353,480

17,353,480

16,113,440
16,113,440

%0.91
%9.68
%?2.66
%72.25
%72.25
%?2.01

$138

$15,222

$15,222

$—
%0.92
%1.33

%112.41

$3,904
%0.31

$46,497
$12,905

%9.43
%10.58
%9.85
%11.48
%12.59

$(0.90
$(0.90
$7.96

$7.96

$7.96

14,592,907

14,592,907

14,592,907
14,592,907

% (0.86
% (8.83
%?2.26
%82.23
% 82.23
%?2.03

$71

$11,007

$11,007

$—
%0.74
%1.22

%143.22

$19,700
%1.75

$35,379
$6,287

%9.74
%9.36
% 8.85
%9.75
%10.85

)%
)%
%
%
%
%

%
%

%

%
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These measures are not measures recognized under GAAP and are therefore considered to be non-GAAP financial
() measures. See “Non-GAAP Financial Measures” for a reconciliation of these measures to their most directly
comparable GAAP measures.
(2 Net interest margin is calculated on a fully taxable equivalent basis.
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Non-GAAP Financial Measures

The information set forth above contains certain financial information determined by methods other than in

accordance with GAAP. These non-GAAP financial measures are “tangible equity,” “tangible equity to tangible assets,”
“common shares outstanding with preferred converted to common,” “book value per share with preferred converted to
common,” “tangible book value per share with preferred converted to common,” “total revenue,” “pre-tax, pre-provision net
revenue,” and “efficiency ratio.” Although we believe these non-GAAP financial measures provide a greater

understanding of our business, these measures are not necessarily comparable to similar measures that may be

presented by other companies.

LN 29 ¢

“Tangible equity” is defined as shareholders' equity reduced by intangible assets, including goodwill, if any. We believe
this measure is important to management and investors to better understand and assess changes from period to period

in shareholders' equity exclusive of changes in intangible assets. Goodwill, an intangible asset that is recorded in a
purchase business combination, has the effect of increasing both equity and assets, while not increasing our tangible
equity or tangible assets. We had no goodwill recorded on our balance sheet as of December 31, 2013.

“Tangible equity to tangible assets” is defined as the ratio of shareholders' equity reduced by intangible assets, divided
by total assets reduced by intangible assets. We believe this measure is important to many investors who are interested
in relative changes from period to period in equity and total assets, each exclusive of changes in intangible assets.

“Common shares outstanding with preferred converted to common” is defined as shares of our common stock issued and
outstanding, inclusive of our issued and outstanding Series C preferred stock. We believe this measure is important to
many investors who are interested in changes from period to period in our shares of common stock issued and
outstanding giving effect to the conversion of shares of our Series C preferred stock which were convertible at the
option of the holder and were converted to common stock immediately prior to the closing of the initial public

offering, which closed on May 14, 2013. Convertible shares of preferred stock had the effect of not impacting shares

of common stock issued and outstanding until they were converted, at which point they added to the number of shares

of common stock issued and outstanding.

“Book value per share with preferred converted to common” is defined as book value, divided by shares of common
stock issued and outstanding with preferred stock converted to common stock. We believe this measure is important to
many investors who are interested in changes from period to period in book value per share inclusive of shares of
preferred stock that could be converted to shares of common stock. Prior to conversion, convertible shares of preferred
stock had the effect of not impacting book value per common share, but reduced our book value per share with
preferred converted to common.

“Tangible book value per share with preferred converted to common” is defined as book value, excluding the impact of
goodwill, if any, divided by common shares outstanding with preferred converted to common. We believe this

measure is important to many investors who are interested in changes from period to period in book value per share
exclusive of changes in intangible assets and inclusive of shares of preferred stock that could be converted to shares of
common stock. Goodwill is an intangible asset that is recorded in a purchase business combination, and we had no
goodwill recorded on our balance sheet as of December 31, 2013. Prior to conversion, convertible shares of preferred
stock had the effect of not impacting tangible book value per common share, but reduced our tangible book value per
share with preferred converted to common.

“Total revenue” is defined as net interest income and non-interest income, excluding gains and losses on sales of
investment securities available-for-sale. We believe adjustments made to our operating revenue allow management
and investors to better assess our operating revenue by removing the volatility that is associated with certain other
items that are unrelated to our core business.
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“Pre-tax, pre-provision net revenue” is defined as net income, without giving effect to loan loss provision and income
taxes, and excluding net gain (loss) on sale of investment securities available-for-sale. We believe this measure is
important because it allows management and investors to better assess our performance in relation to our core
operating revenue, excluding the volatility that is associated with provision for loan losses or other items that are
unrelated to our core business.

“Efficiency ratio” is defined as non-interest expense divided by our total revenue. “Efficiency ratio, as adjusted” is defined
as non-interest expense excluding non-recurring expenses associated with the Chartwell transaction divided by our

total revenue. We believe this measure allows management and investors to better assess our operating expenses in
relation to our core operating revenue by removing the volatility that is associated with certain one-time items and

other discrete items that are unrelated to our core business.
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(Dollars in thousands, except per share
data)

Book value per share with preferred
converted to common:

Common shareholders' equity
Preferred stock (convertible)

Total common shareholders' equity and
preferred stock to Series C

Preferred shares outstanding
Conversion factor

Preferred shares converted to common
shares outstanding

Common shares outstanding

Common shares with preferred shares
converted to common

Book value per share with preferred
converted to common

Tangible book value per share with
preferred converted to common:
Book value per common share

Less: effects of intangible assets
Tangible book value

Common shares with preferred shares
converted to common

Tangible book value per share with
preferred converted to common

Tangible equity to tangible assets:
Total shareholders' equity

Less: intangible assets

Tangible equity

Total assets

Less: intangible assets

Tangible assets

Tangible equity to tangible assets

43

December 31,

2013 2012
$293,945 $171,713
— 46,011
$293,945 $217,724
— 48,780.488
— 100

— 4,878,049
28,690,279 17,444,730
28,690,279 22,322,779
$10.25 $9.75
$10.25 $9.75
$10.25 $9.75
28,690,279 22,322,779
$10.25 $9.75
$293,945 $217,724
$293,945 $217,724
$2,290,509  $2,073,129
$2,290,509  $2,073,129
12.83 %10.50

2011

$160,744

$160,744

17,444,730
17,444,730

$9.21

$9.21

$9.21
17,444,730

$9.21

$184,452

$184,452
$1,833,450

$1,833,450

% 10.06

2010

$152,116

$152,116

17,353,480
17,353,480

$8.77

$8.77

$8.77
17,353,480

$8.77

$175,560

$175,560
$1,659,752

$1,659,752

%10.58

%9.36

2009

$116,103

$116,103

14,592,907
14,592,907

$7.96

$7.96

$7.96
14,592,907

$7.96

$139,300

$139,300
$1,487,611
$1,487,611

%
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(Dollars in thousands)

Pre-tax, pre-provision net revenue:

Net interest income before provision for
loan losses

Total non-interest income

Less: net gain on the sale of investment
securities available-for-sale

Total revenue

Less: total non-interest expense

Pre-tax, pre-provision net revenue

Efficiency ratio:

Total non-interest expense (numerator)
Total revenue (denominator)
Efficiency ratio

Efficiency ratio, as adjusted:

Less: non-recurring expenses

Total non-interest expense, as adjusted
(numerator)

Total revenue (denominator)
Efficiency ratio, as adjusted

44

Years Ended December 31,
2013 2012
$61,784 $57,360
5,798 6,199
797 1,114
66,785 62,445
40,815 37,865
$25,970 $24,580
$40,815 $37,865
$66,785 $62,445
61.11 % 60.64
$854 $—
$39,961 $37,865
$66,785 $62,445
59.84 % 60.64

2011

$47,381
3,908
1,323

49,966
33,994
$15,972

$33,994
$49,966
% 68.03

$—
$33,994

$49,966
% 68.03

2010

$44,036
2,461

46,497
33,592
$12,905

$33,592
$46,497
%72.25

$—
$33,592

$46,497
%72.25

2009

$32,298
8,336
5,255

35,379
29,092
$6,287

$29,092
$35,379
%82.23

$—
$29,092

$35,379
%82.23

%

%
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

This section presents management's perspective on our financial condition and results of operations and highlights
material changes to the financial condition and results of operations as of and for the year ended December 31, 2013.
The following discussion and analysis should be read in conjunction with our consolidated financial statements and
related notes contained herein.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements within the meaning of section 27A of the Securities Act and section

21E of the Exchange Act. These forward-looking statements reflect our current views with respect to, among other

things, future events and our financial performance. These statements are often, but not always, made through the use

of words or phrases such as “may,” “should,” “could,” “predict,” “potential,” “believe,” “will likely result,” “expect,” “continu
“anticipate,” “seek,” “estimate,” “intend,” “plan,” “projection,” “would” and “outlook,” or the negative version of those words
comparable of a future or forward-looking nature. These forward-looking statements are not historical facts, and are

based on current expectations, estimates and projections about our industry, management's beliefs and certain

assumptions made by management, many of which, by their nature, are inherently uncertain and beyond our control.
Accordingly, we caution you that any such forward-looking statements are not guarantees of future performance and

are subject to risks, assumptions and uncertainties that are difficult to predict. Although we believe that the

expectations reflected in these forward-looking statements are reasonable as of the date made, actual results may

prove to be materially different from the results expressed or implied by the forward-looking statements.

LN EEINT3 9 ¢

99 ¢ LN

There are or will be important factors that could cause our actual results to differ materially from those indicated in
these forward-looking statements, including, but not limited to, the following:

Deterioration of our asset quality;

Our ability to prudently manage our growth and execute our strategy;

€Changes in the value of collateral securing our loans;

Business and economic conditions generally and in the financial services industry, nationally and within our local
market area;

€Changes in management personnel;

Our ability to maintain important deposit customer relationships, our reputation and otherwise avoid liquidity risks;
Operational risks associated with our business;

Wolatility and direction of market interest rates;

dncreased competition in the financial services industry, particularly from regional and national institutions;
.Changes in the laws, rules, regulations, interpretations or policies relating to financial institution, accounting, tax,
trade, monetary and fiscal matters;

Further government intervention in the U.S. financial system;

Natural disasters and adverse weather, acts of terrorism, an outbreak of hostilities or other international or domestic
calamities, and other matters beyond our control; and

Other factors that are discussed in the section entitled “Risk Factors,” in Part I - Item 1A.

The foregoing factors should not be construed as exhaustive and should be read together with the other cautionary
statements included in this document. If one or more events related to these or other risks or uncertainties materialize,
or if our underlying assumptions prove to be incorrect, actual results may differ materially from what we anticipate.
Accordingly, you should not place undue reliance on any such forward-looking statements. Any forward-looking
statement speaks only as of the date on which it is made, and we do not undertake any obligation to publicly update or
review any forward-looking statement, whether as a result of new information, future developments or otherwise. New
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factors emerge from time to time, and it is not possible for us to predict which will arise. In addition, we cannot assess
the impact of each factor on our business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements.

General
The following discussion and analysis presents our financial condition and results of operations on a consolidated
basis. However, because we conduct all of our material business operations through TriState Capital Bank, the

discussion and analysis relates to activities primarily conducted at TriState Capital Bank.
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As a bank holding company that operates through one segment, we generate most of our revenue from interest on
loans and investments, loan related fees and deposit-related fees. Our primary source of funding for our loans is
deposits. Our largest expenses are interest on these deposits and salaries and related employee benefits. We measure
our performance primarily through our pre-tax, pre-provision net revenue; net interest margin; efficiency ratio; ratio of
provision for loan losses to average total loans; return on average assets and return on average equity, among other
metrics, while maintaining appropriate regulatory leverage and risk-based capital ratios.

Executive Overview

TriState Capital Holdings, Inc. is a bank holding company headquartered in Pittsburgh, Pennsylvania. Through our
wholly owned bank subsidiary, TriState Capital Bank, we serve middle market businesses in our primary markets
throughout the states of Pennsylvania, Ohio, New Jersey and New York. We also serve high net worth individuals on
a national basis through our private banking channel. We market and distribute our products and services through a
scalable branchless banking model, which creates significant operating leverage throughout our business as we
continue to grow.

2013 Compared to 2012 Operating Performance

For the year ended December 31, 2013, our net income available to common shareholders was $12.9 million
compared to $9.1 million for the same period in 2012, an increase of $3.7 million, or 40.7%, primarily due to the
impact of (1) a $4.4 million, or 7.7%, increase in our net interest income due largely to our continued loan growth, (2)
a decrease in income tax expense of $1.1 million due to income tax credits and (3) the elimination of $1.5 million in
dividends on our Series A and Series B preferred shares, partially offset by, (4) a $401,000 or 6.5% decrease in
non-interest income, and (5) a $3.0 million, or 7.8%, increase in our non-interest expense. Excluding the impact of
non-recurring acquisition related costs of $854,000 for Chartwell Investment Partners, the increase to our non-interest
expense would have been $2.1 million or 5.5% from 2012.

Our diluted EPS was $0.48 for the year ended December 31, 2013, compared to $0.47 for the same period in 2012.
The dilutive impact of our August 2012 issuance of $50.0 million in our Series C preferred stock (net proceeds of
$46.0 million), coupled with the impact of the issuance and sale of 6,355,000 shares of our common stock in
connection with our initial public offering (net proceeds of $66.0 million), were partially offset by an increase of $3.7
million, or 40.7%, in our net income available to common shareholders. In addition, the impact of the non-recurring
acquisition expenses of $854,000 or $0.02 per diluted share were more than offset by a $0.03 per diluted share income
tax reduction achieved through income tax credits earned in 2013.

Our return on average assets was 0.59% for the year ended December 31, 2013, as compared to 0.55% for the same
period in 2012. Our return on average equity was 4.84%, for the year ended December 31, 2013, as compared to
5.24% for the same period in 2012. The resulting decrease was from the effect of additional equity stemming from the
issuance of our Series C preferred stock and shares of our common stock in connection with our initial public offering,
which we have not yet fully leveraged.

Our net interest margin was 2.92% for the year ended December 31, 2013, as compared to 3.00% for the same period
in 2012. This decrease was primarily due to the impact of the continued low interest rate environment coupled with
competition for quality commercial and private banking loans. Historically, we have mitigated the pressure on our net
interest margin in part by managing the rates paid on our deposits and improving the mix of our deposit portfolio
toward lower rate deposits. A continued low interest rate environment may limit our ability to reduce rates on our
deposits faster than our loan yields decline, without sacrificing loan or deposit growth, deposit source composition or
competitive positioning.
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For the year ended December 31, 2013, our efficiency ratio was 61.11% as compared to 60.64% for the same period in
2012. Excluding the impact of the $854,000 of non-recurring acquisition costs, our efficiency ratio would have been
59.84% for 2013. The improved ratio is primarily a result of our total revenue growing faster than our non-interest
expense. The increase in our total revenue was driven by growth in our loan and investment portfolios, as well as a
decrease in the cost of funds for the year ended December 31, 2013, compared to the same periods in 2012. Our
non-interest expense to average assets for the year ended December 31, 2013, was 1.88%, compared to 1.94% for the
same period in 2012.

For the year ended December 31, 2013, total revenue increased $4.3 million, or 7.0%, to $66.8 million from $62.4
million for the same period in 2012, driven by growth in net interest income from loan growth and decreased funding
cost, partially offset by a decrease in our non-interest income. Pre-tax, pre-provision net revenue increased $1.4
million, or 5.7%, to $26.0 million for the year ended December 31, 2013, from $24.6 million for the same period in
2012, primarily resulting from growth of $4.3 million, or 7.0%, in total revenue, partially offset by an increase of $3.0
million, or 7.8%, in non-interest expense.

Total assets of $2.3 billion as of December 31, 2013, increased $217.4 million, or 10.5%, from December 31, 2012.
Total loans grew by $219.1 million to $1.9 billion as of December 31, 2013, an increase of 13.3% from December 31,
2012, primarily as a result of growth
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in our three loan portfolios; commercial and industrial, commercial real estate and private banking-personal loans.
Total deposits increased $138.3 million, or 7.6%, to $2.0 billion as of December 31, 2013, from $1.8 billion, as of
December 31, 2012.

Non-performing assets to total assets decreased to 0.95% as of December 31, 2013, from 1.10% as of December 31,
2012. Net charge-offs to average loans for the year ended December 31, 2013, was 0.41%, as compared to 0.43% for
the same period in 2012.

The allowance for loan losses to total loans decreased to 1.02% as of December 31, 2013, from 1.09% as of
December 31, 2012, primarily as a result of the overall increase in the loan portfolio of 13.3% driven largely by the
lower risk private banking-personal loan portfolio which has an overall high asset quality. The allowance for loan
losses to non-performing loans increased to 93.61% as of December 31, 2013, from 79.50% as of December 31, 2012.
The increase in this ratio is a result of the sale of one non-performing loan and an increase in specific reserves. The
provision for loan losses remained unchanged at $8.2 million for the years ended December 31, 2013 and 2012.

Our book value per common share, assuming preferred shares were converted to common shares, increased $0.50 or
5.1%, to $10.25 as of December 31, 2013, from $9.75 as of December 31, 2012. Our tangible equity to tangible assets
ratio increased to 12.83% as of December 31, 2013, from 10.50% as of December 31, 2012. Both trends are primarily
the result of the capital raised in connection with our initial public offering and growth in our retained earnings.

2012 Compared to 2011 Operating Performance

For the year ended December, 31, 2012, our net income increased $3.5 million, or 47.9%, to $10.7 million, from $7.2
million for 201 1. Pre-tax, pre-provision net revenue of $24.6 million for the year ended December 31, 2012, increased
$8.6 million, or 53.9%, from $16.0 million for 2011. The increase in earnings was primarily attributable to 16.2%
growth in our average loans outstanding for the year ended December 31, 2012, as compared to 2011, in conjunction
with a 28 basis point widening of our net interest margin and further enhanced by our active management of expenses.
Our loan growth during 2012 was primarily funded by growth in our deposits. As a result, diluted earnings per share
increased $0.14, or 42.4%, to $0.47 for the year ended December 31, 2012, compared to $0.33 for 2011.

For the year ended December 31, 2012, our efficiency ratio improved to 60.64%, as compared to 68.03% for 2011.
Pre-tax, pre-provision net revenue per average full-time equivalent employee improved to $222,000 for the year ended
December 31, 2012, from $162,000 for 2011. Our total revenue, comprised of net interest income plus non-interest
income, excluding gains on sale of investments, grew at a faster pace than non-interest expenses. Our total revenue
grew 25.0% for the year ended December 31, 2012, as compared to 2011, while our non-interest expense grew 11.4%
for the year ended December 31, 2012, as compared to 2011.

Our return on average assets was 0.55% for the year ended December 31, 2012, as compared to 0.41% for 2011. Our
return on average equity was 5.24% for the year ended December 31, 2012, as compared to 3.97% for 2011. Net
interest margin expanded 28 basis points, to 3.00% for the year ended December 31, 2012, as compared to 2.72% for
2011. This expansion was driven primarily by a decrease of 37 basis points in the rate paid on our average
interest-bearing liabilities, partially offset by a four basis point decline in our yield on average earning assets due
primarily to competitive pressure on our loans.

Our total loans outstanding as of December 31, 2012, were $1.6 billion, which represented an increase of $234.6
million, or 16.7%, from $1.4 billion, as of December 31, 2011. The loan growth we achieved in 2012 kept pace with
our historical growth and we believe was primarily attributable to our focus on attracting and retaining middle market
business customers, as well as growth from our private banking channel that cultivates relationships with financial
intermediaries.
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Deposits, the largest component of our liabilities, increased $186.3 million, or 11.4%, to $1.8 billion as of December
31,2012, from $1.6 billion as of December 31, 2011. The largest component of our deposit growth was in money
market and non-brokered time deposits, including through the attraction and retention of deposits from our private
banking customers as a result of our relationships with financial intermediaries.

Net charge-offs as a percentage of average loans for the year ended December 31, 2012, improved to 0.43%, as
compared to 0.46% for 2011. Our ratio of non-performing assets as a percentage of total assets increased to 1.10% as
of December 31, 2012, as compared to 0.90% as of December 31, 2011. Finally, our allowance for loan losses as a
percentage of non-performing loans decreased to 79.50% as of December 31, 2012, as compared to 99.53% as of
December 31, 2011. We believe our emphasis on risk management and our credit culture is reflected in our ratio of
non-performing assets to total assets of 1.10% as of December 31, 2012, which is significantly lower than the
weighted average ratio of 2.67% for U.S. banks with $1.0 billion to $3.0 billion in assets as of December 31, 2012, as
reported by SNL Financial. In addition, our ratio of net charge-offs to average loans of 0.43% for the year ended
December 31, 2012, was significantly lower than the 0.74% weighted average, according to SNL Financial, for the
same peer group.
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Results of Operations
Net Interest Income

Net interest income represents the difference between the interest and fees earned on interest-earning assets and the
interest paid on interest-bearing liabilities. Net interest income is affected by changes in the volume of interest-earning
assets and interest-bearing liabilities and changes in interest yields earned and rates paid. Maintaining consistent
spreads between earning assets and interest-bearing liabilities is significant to our financial performance because net
interest income comprised 92.5%, 91.9% and 94.8% of total revenue for the years ended December 31, 2013, 2012
and 2011, respectively.

The table below reflects an analysis of net interest income, on a fully taxable equivalent basis, for the periods
indicated. The adjustment to convert certain income to a fully taxable equivalent basis consists of dividing tax exempt
income by one minus the statutory federal income tax rate of 35.0%.

Years Ended December 31,
(Dollars in thousands) 2013 2012 2011
Interest income $72.851 $71,034 $65,367
Fully taxable equivalent adjustment 228 129 —
Interest income adjusted 73,079 71,163 65,367
Interest expense 11,067 13,674 17,986
Net interest income adjusted $62,012 $57,489 $47,381
Yield on earning assets 3.44 %3.71 %3.75 %
Cost of interest-bearing liabilities 0.62 %0.89 %1.26 %
Net interest spread 2.82 %?2.82 %2.49 %
Net interest margin (1) 2.92 %3.00 %2.72 %

(1) Net interest margin is calculated on a fully taxable equivalent basis.

The following table provides information regarding the average balances and yields earned on interest-earning assets
and the average balances and rates paid on interest-bearing liabilities for the years ended December 31, 2013, 2012
and 2011. Non-accrual loans are included in the calculation of the average loan balances, while interest collected on
non-accrual loans is recorded as a reduction to principal. Where applicable, interest income and yield are reflected on
a tax equivalent basis, and have been adjusted based on the statutory federal income tax rate of 35.0%.
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Years Ended December 31,
2013 2012 2011
Interest Interest Interest
Average  Income Average Average  Income Average Average  Income Average
(Dollars in thousands) Yield/ Yield/ Yield/
Balance My Balance My Balance My
Rate Rate
Expense Expense Expense
Assets
(Ii‘:;g:istts'eammg $154,163 $558 036 % $180,621 $582 032 % $257,741 $744 029 %

Federal funds sold 8,896 8 0.09 % 8,127 10 0.12 % 10,634 9 0.08 %

Investment securities g 774 3969 157 9 183976 3213 175 % 146862 2416 1.65 %
available-for-sale

Investment securities o
(o)

heldto.maturity 14,026 527 376 % — — — — — — %
Investment securities 3 060 71 232 % 2951 52 176 % — - - %
trading

Total loans 1,734,701 68,646 396 % 1542915 67306 436 % 1327771 62,198 4.68 %
Zsost;lsmtere“'eammg 2,123,619 73,079 344 % 1918590 71,163 3.71 % 1,743,008 65367 3.75 %
Other assets 50,230 33,557 28,951

Total assets $2,173,849 $1,952,147 $1,771,959

Liabilities and

Shareholders' Equity

Interest-bearing

deposits:

Interest-bearing $5617  $4 007 % $3,714  $3 0.08 % $5540  $27 049 %
checking accounts

Money market deposit o3 77 3756 040 % 685030 4062 059 % 619.607 5482 088 %
accounts

Time deposits

(excluding CDARS®) 409925 4602 098 % 470219 5995 127 % 346366 6164 178 %

CDARS® time deposits 366,663 2,619 071 % 377,571 3,591 095 % 453,526 6313 139 %
Borrowings 20,000 86 043 % 5451 23 042 % — — — %
E;’é?llig;:re“'bea“ng 1,793.925 11,067 0.62 % 1,541,985 13.674 0.89 % 1425039 17986 126 %
Noninterest-bearing o5 4 191352 150,996
deposits

Other liabilities 18,501 15,038 13,942
Shareholders' equity 265,961 203,772 181,982

Total liabilities and ¢ 175 ¢ 19 $1,952,147 $1,771,959
shareholders' equity

Net interest income $62,012 $57,489 $47,381
Net interest spread 282 % 282 % 249 %
Net interest margin (1) 292 % 3.00 % 272 %

() Net interest income and net interest margin are calculated on a fully taxable equivalent basis.
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Net Interest Income for the Years Ended December 31, 2013 and 2012. Net interest income, calculated on a fully
taxable equivalent basis, increased $4.5 million or 7.9%, to $62.0 million for the year ended December 31, 2013, from
$57.5 million for the same period in 2012. The increase in net interest income for the year ended December 31, 2013,
was primarily attributable to a $205.0 million, or 10.7%, increase in average interest-earning assets, partially offset by
a decrease in net interest margin of 8 basis points to 2.92%. The increase in net interest income reflects an increase of
$1.9 million, or 2.7%, in interest income, coupled with a decrease of $2.6 million, or 19.1%, in interest expense.

The increase in interest income was primarily the result of an increase in average total loans of $191.8 million, or
12.4%, which is our highest yielding earning asset and our core business, as well as an increase of $24.8 million, or
13.5%, in average investment securities available-for-sale, partially offset by a decrease of 40 basis points in yield on
our loans. The declining yield on our loan portfolio was reflective of the low interest rate environment, coupled with
market pressure from competition for higher quality loans. The overall yield on interest-earning assets declined 27
basis points to 3.44% for the year ended December 31, 2013, as compared to 3.71% for the same
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period in 2012, primarily as a result of the shift in the composition of our earning assets from lower yielding
interest-earning deposits to higher yielding loans and investment securities.

Interest expense on interest-bearing liabilities of $11.1 million, for the year ended December 31, 2013, decreased $2.6
million or 19.1% from the same period in 2012 as a result of a decrease of 27 basis points in the average rate paid on
our average interest-bearing liabilities compared to the same period in 2012, partially offset by an increase of $251.9
million or 16.3% in average interest-bearing liabilities for the year ended December 31, 2013. The decrease in average
rate paid was reflective of decreases in rates paid across all interest-bearing deposit categories, as well as a shift in our
deposit mix. The increase in average interest-bearing liabilities was driven primarily by an increase of $246.7 million,
or 36.0%, in average money market deposit accounts and an increase of $14.5 million in average borrowings, partially
offset by a decline in average CDARS® time deposits of $10.9 million, or 2.9%.

We expect to continue to experience pressure on the yield on our earning assets due to our focus on variable rate
loans, including loans secured by marketable securities, maintaining strong asset quality and market competition. The
opportunities to further reduce rates paid on our deposits may be more limited in the current low interest rate
environment. Given our current balance sheet profile, we believe we are positioned to benefit from an increase in
interest rates because 82.0% of our total loans as of December 31, 2013, which are our principal source of revenue, are
floating rate loans. To the extent interest rates increase, yields on our loans will increase at varying speeds, since
approximately 21.7% of our floating rate loans had interest rate floors at December 31, 2013.

Net Interest Income for the Years Ended December 31, 2012 and 2011. Net interest income increased $10.1 million,
or 21.3%, to $57.5 million for the year ended December 31, 2012, from $47.4 million for 2011. The increase in net
interest income for the year ended December 31, 2012, was primarily attributable to a $175.6 million, or 10.1%,
increase in average interest-earning assets, coupled with an increase in net interest margin of 28 basis points to 3.00%.
The increase in net interest income reflects an increase of $5.8 million, or 8.9%, in interest income, coupled with a
decrease of $4.3 million, or 24.0%, in interest expense.

The increase in interest income was primarily the result of an increase in average total loans of $215.1 million, or
16.2%, which is our highest yielding earning asset and our core business, as well as an increase of $37.1 million, or
25.3%, in average investment securities available-for-sale, partially offset by a decrease in average interest-earning
deposits of $77.1 million, or 29.9%, and a decrease of 32 basis points in yield on loans. The declining yields on our
loans were reflective of market pressure from competition for higher quality loans. Although our yield on loans
declined 32 basis points, the overall yield on interest-earning assets declined only four basis points to 3.71% for the
year ended December 31, 2012, as compared to 3.75% for 2011, primarily as a result of the shift in the percentage
composition of our earning assets from lower yielding interest-earning deposits to higher yielding loans and
investment securities.

Although average interest-bearing liabilities for the year ended December 31, 2012, increased $116.9 million, or
8.2%, from 2011, our interest expense related to those liabilities decreased as a result of a 37 basis point reduction in
the average rate paid on our average interest-bearing liabilities. The decrease in average rate paid was reflective of
decreases in rates paid across all interest-bearing deposit categories, as well as a shift in our deposit mix. The increase
in average interest-bearing liabilities was driven primarily by an increase of $65.4 million, or 10.6%, in average
money market deposit accounts, coupled with an increase of $123.9 million, or 35.8%, in average time deposits
(excluding CDARS®), partially offset by a decline in average CDARS® time deposits of $76.0 million, or 16.7%. The
increase in non-brokered funding sources included a $40.4 million, or 26.7%, increase in noninterest-bearing deposits.

As of December 31, 2012, we had $87.8 million in deposits that received FDIC insurance coverage above normal

levels as a result of the unlimited insurance coverage for noninterest-bearing transaction accounts that was provided
under the Dodd-Frank Act. A majority of those deposits were moved into the Promontory CDARS® program or the
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Promontory Insured Cash Sweep® program at the end of the fourth quarter, prior to the December 31, 2012, expiration
of the additional insurance coverage for such accounts.

The following tables analyze the dollar amount of change in interest income and interest expense with respect to the
primary components of interest-earning assets and interest-bearing liabilities. The tables show the amount of the
change in interest income or interest expense caused by either changes in outstanding balances or changes in interest
rates for the periods indicated. The effect of a change in balances is measured by applying the average rate during the
first period to the balance (“volume”) change between the two periods. The effect of changes in rate is measured by
applying the change in rate between the two periods to the average volume during the first period.
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Years Ended December 31,

2013 over 2012
(Dollars in thousands) Yield/Rate  Volume Change™®
Increase (decrease) in:
Interest income:
Interest-earning deposits $68 $(92 ) $(24 )
Federal funds sold @3 ) 1 2 )
Investment securities available-for-sale (346 ) 402 56
Investment securities held-to-maturity 264 263 527
Investment securities trading 17 2 19
Total loans (6,460 ) 7,800 1,340
Total increase (decrease) in interest income (6,460 ) 8,376 1,916
Interest expense:
Interest-bearing deposits:
Interest-bearing checking accounts — 1 1
Money market deposit accounts (1,512 ) 1,206 (306 )
Time deposits (excluding CDARS®) (1,389 ) (4 ) (1,393 )
CDARS® time deposits (870 ) (102 ) (972 )
Borrowings 1 62 63
Total increase (decrease) in interest expense (3,770 ) 1,163 (2,607 )
Total increase (decrease) in net interest income $(2,690 ) $7,213 $4,523

The change in interest income and expense due to change in composition and applicable yields and rates has been
(Dallocated to volume and rate changes in proportion to the relationship of the absolute dollar amounts of the change
in each.

Years Ended December 31,

2012 over 2011
(Dollars in thousands) Yield/Rate  Volume Change™®
Increase (decrease) in:
Interest income:
Interest-earning deposits 78 (240 ) (162 )
Federal funds sold 3 2 ) 1
Investment securities available-for-sale 150 647 797
Investment securities held-to-maturity — — —
Investment securities trading 26 26 52
Total loans 4,616 ) 9,724 5,108
Total increase (decrease) in interest income (4,359 ) 10,155 5,796
Interest expense:
Interest-bearing deposits:
Interest-bearing checking accounts (17 ) (7 ) (24 )
Money market deposit accounts (1,958 ) 538 (1,420 )
Time deposits (excluding CDARS®) (2,038 ) 1,869 (169 )
CDARS® time deposits (1,784 ) (938 ) (2,722 )
Borrowings 12 11 23
Total increase (decrease) in interest expense (5,785 ) 1,473 (4,312 )
Total increase (decrease) in net interest income $1,426 $8,682 $10,108

The change in interest income and expense due to change in composition and applicable yields and rates has been
(Dallocated to volume and rate changes in proportion to the relationship of the absolute dollar amounts of the change
in each.
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Provision for Loan Losses

The provision for loan losses represents our determination of the amount necessary to be charged against the current
period's earnings to maintain the allowance for loan losses at a level that is considered adequate in relation to the
estimated losses inherent in the loan portfolio. For additional information regarding our allowance for loan losses, see
“Allowance for Loan Losses.”

Provision for Loan Losses for the Years Ended December 31, 2013 and 2012. We recorded an $8.2 million provision
for loan losses for each of the years ended December 31, 2013 and 2012. The provision for loan losses was largely
driven by the deterioration and charge-offs of individual credits totaling $7.5 million and $6.9 million for the years
ended December 31, 2013 and 2012, respectively. These charge-offs represent three commercial and industrial loans,
one commercial real estate loan and one private banking-personal loan for the year ended December 31, 2013 and two
commercial and industrial loans, three commercial real estate loans and one private banking-personal loan for the year
ended December 31, 2012. The low charge-offs for the private banking-personal portfolio for the year ended
December 31, 2013, are a result of the overall high asset quality of this portfolio which is largely comprised of loans
backed by cash and marketable securities.

Provision for Loan Losses for the Years Ended December 31, 2012 and 2011. We recorded an $8.2 million provision
for loan losses for the year ended December 31, 2012, compared to $5.3 million for 2011. The increase was primarily
attributable to an increase in specific reserves.

Commercial and Industrial: Provision for loan losses of $5.3 million was primarily the result of additions to specific
reserves. The impact of the general reserve on our provision for loan losses related to growth in this loan portfolio was
offset by an improvement in the overall risk ratings of the loans in the portfolio.

Commercial Real Estate: Provision for loan losses of $1.5 million was comprised of $2.4 million of additions to
specific reserves, partially offset by a decrease of $876,000 related to general reserves, as a result of the decrease in
the size of this loan portfolio during the year ended December 31, 2012.

Private Banking-Personal: Provision for loan losses of $1.4 million was comprised of $1.0 million resulting from
additions to specific reserves, coupled with $432,000 resulting from additions to general reserves as a result of growth
in the loan portfolio.

Non-Interest Income

Non-interest income is an important component of our revenue and it is comprised primarily of certain fees generated
from loan and deposit relationships with our customers, coupled with income generated from swap transactions
entered into as a direct result of transactions with our customers. In addition, from time to time as opportunities arise,
we sell portions of our investment securities portfolio. Gains or losses experienced on these sales are less predictable
than many of the other components of our non-interest income because the amount of realized gains or losses are
impacted by a number of factors, including the nature of the security sold, the purpose of the sale, the interest rate
environment and other market conditions.

The following table presents the components of our non-interest income for the years ended December 31, 2013 and
2012:

Years Ended

December 31, 2013 Change from 2012
(Dollars in thousands) 2013 2012 Amount Percent
Service charges $482 $433 $49 11.3 %
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Interest rate swap fees
Commitment and other fees
Other income (1)

Total non-interest income
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1,114
1,056 903
2,060 2,716
1,403 1,033
$5,798 $6,199

(317 )(28.5 )%
153 16.9 %
(656 ) (24.2 )%
370 35.8 %
$(401 ) (6.5 )%

Other income includes such items as income from BOLI, change in the market value of swap related assets, trading
income and other general operating income.

Non-Interest Income for the Years Ended December 31, 2013 and 2012. Our non-interest income was $5.8 million for
the year ended December 31, 2013, a decrease of $401,000, or 6.5%, from $6.2 million for the same period in 2012,
primarily related to the following items:
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Net gain on the sale of investment securities available-for-sale was $317,00 less for the year ended December 31,
2013, compared to 2012. We identify opportunities in the market place to sell certain investment securities to help
fund our loan growth. Although income resulting from these transactions is reported within non-interest income, we
exclude such income in the computation of our revenue and efficiency ratio, since we view these transactions as an
opportunistic component of our funding strategy and not as a core component of our non-interest income. In addition,
the level and frequency of income generated from these transactions can vary materially based on market conditions.

Swap fees were $153,000 more for the year ended December 31, 2013, compared to 2012, driven by fluctuations in
customer demand for long-term interest rate protection. The level and frequency of income associated with swap
transactions can vary materially from period to period, based on customers' expectations for market conditions.

.Commitment and other fees were $656,000 less for the year ended December 31, 2013, compared to 2012, driven by
fluctuations in fees related to loans and loan commitments.

Other income was $370,000 more for the year ended December 31, 2013, compared to 2012, primarily due to
$484,000 higher income from BOLI as a result of an increase in our investment in this product coupled with $225,000
higher income resulting from an increase in the values of our swaps, offset by $388,000 lower trading income on our
trading investment securities.

The following table presents the components of our non-interest income for the years ended December 31, 2012 and
2011:

?ﬁiﬁ@fﬁl, 2012 Change from 2011

(Dollars in thousands) 2012 2011 Amount Percent

Service charges $433 $393 $40 10.2 %
Net gain on the sale of investment securities available-for-sale 1,114 1,323 (209 )(15.8 )%
Net gain on the sale of loans — 5 5 )(100.0 )%
Interest rate swap fees 903 70 833 1,190.0 %
Commitment and other fees 2,716 1,882 834 443 %
Other income (1) 1,033 235 798 339.6 %
Total non-interest income $6,199 $3,908 $2,291 58.6 %

( 1)Other income includes such items as income from BOLI, change in the market value of swap related assets, trading
income and other general operating income.

Non-Interest Income for the Years Ended December 31, 2012 and 2011. Our non-interest income was $6.2 million for

the year ended December 31, 2012, an increase of $2.3 million, or 58.6%, from $3.9 million for 2011, primarily

related to the following items:

Net gain on the sale of investment securities available for sale was $209,000 less for the year ended December 31,
2012, compared to 2011. We identify opportunities in the market place to sell certain investment securities to help
fund our loan growth. Although income resulting from these transactions is reported within non-interest income, we
exclude such income in the computation of our revenue and efficiency ratio, since we view these transactions as an
opportunistic component of our funding strategy and not as a core component of our non-interest income. In addition,
the level and frequency of income generated from these transactions can vary materially based on market conditions.

§wap fees were $833,000 more for the year ended December 31, 2012, compared to 2011, driven by an increase in
customer demand for long-term interest rate protection based upon overall market expectations.
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.Commitment and other fees for the year ended December 31, 2012, increased $834,000 from 2011, driven largely by
growth in unused commitment fees and letter of credit fees.

Other income for the year ended December 31, 2012, increased $798,000 from 2011, primarily due to gains of
£507,000 realized from trading activity in our investment portfolio during the year ended December 31, 2012,
compared to no activity for 2011.

Non-Interest Expense

Our non-interest expense represents the operating cost of maintaining and growing our business. The largest portion of
non-interest expense is compensation and employee benefits, which include employee payroll expense as well as the
cost of incentive compensation,
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benefit plans, health insurance and payroll taxes, all of which are impacted by the growth in our employee base,
coupled with increases in the level of compensation and benefits of our existing employees.

The following table presents the components of our non-interest expense for the years ended December 31, 2013 and
2012:
Years Ended

December 31, 2013 Change from 2012

(Dollars in thousands) 2013 2012 Amount Percent

Compensation and employee benefits $24,556 $24,106 $450 1.9 %
Premises and occupancy costs 3,190 2,826 364 12.9 %
Professional fees 3,696 3,025 671 22.2 %
FDIC insurance expense 1,463 1,397 66 4.7 %
General bank insurance expense 840 480 360 75.0 %
State capital shares tax 1,124 806 318 39.5 %
Travel and entertainment expense 1,551 1,231 320 26.0 %
Data processing expense 793 843 (50 )(5.9 )%
Charitable contributions 855 856 (1 )(0.1 )%
Other operating expenses (1) 2,747 2,295 452 19.7 %
Total non-interest expense $40,815 $37,865 $2,950 7.8 %
Full-time equivalent employees (@ 129 119 10 8.4 %

(1) Other operating expenses includes such items as investor relations, investment management fees, telephone,
marketing, loan-related expenses, employee-related expenses and other general operating expenses.
(@) Full-time equivalent employees shown are as of the end of the period presented.

Non-Interest Expense for the Years Ended December 31, 2013 and 2012. Our non-interest expense for the year ended
December 31, 2013, increased $3.0 million, or 7.8%, as compared to the same period in 2012, primarily related to the
following:

Compensation and employee benefits for the year ended December 31, 2013, increased by $450,000 from 2012
primarily due to an increase in the number of full-time equivalent employees and the overall increased wage and
benefits costs of our existing employees offset by lower incentive compensation costs.

Premises and occupancy costs for the year ended December 31, 2013, increased by $364,000 from 2012, primarily as
a result of the establishment of our new representative office in New York and higher depreciation expense.

Professional fees expense for the year ended December 31, 2013, increased $671,000 from 2012 largely due to
non-recurring costs associated with the Chartwell acquisition, increased compliance obligation and compliance and

reporting requirements associated with being a public reporting company.

.General bank insurance for the year ended December 31, 2013, increased $360,000 from 2012 due to higher insurance
premiums subsequent to us becoming a publicly traded entity.

:Fravel and entertainment expenses for the year ended December 31, 2013, increased by $320,000 from 2012 due to an
increase in the number of relationship managers and increased client outreach and origination activity.

Other operating expenses for the year ended December 31, 2013, increased by $452,000 from 2012 primarily
as a result of an increase in investor relations costs and external investment management costs.
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The following table presents the components of our non-interest expense for the years ended December 31, 2012 and
2011:

:;egznlfggfgl’ 2012 Change from 2011

(Dollars in thousands) 2012 2011 Amount Percent

Compensation and employee benefits $24.,106 $21,115 $2.,991 14.2 %
Premises and occupancy costs 2,826 2,380 446 18.7 %
Professional fees 3,025 3,070 45 )(1.5 )%
FDIC insurance expense 1,397 1,917 (520 )(27.1 )%
General bank insurance expense 480 413 67 16.2 %
State capital shares tax 806 1,319 (513 )(38.9 )%
Travel and entertainment expense 1,231 1,139 92 8.1 %
Data processing expense 843 701 142 20.3 %
Charitable contributions 856 316 540 170.9 %
Other operating expenses (1) 2,295 1,624 671 41.3 %
Total non-interest expense $37,865 $33,994 $3.871 11.4 %
Full-time equivalent employees (@ 119 103 16 15.5 %

. Other operating expenses includes such items as investor relations, investment management fees, telephone,
marketing, loan-related expenses, employee-related expenses and other general operating expenses.
) Full-time equivalent employees shown are as of the end of the period presented.

Non-Interest Expense for the Years Ended December 31, 2012 and 2011. Our non-interest expense for the year ended
December 31, 2012, increased $3.9 million, or 11.4%, as compared to 2011, primarily related to the following:

Compensation and employee benefits for the year ended December 31, 2012, increased by $3.0 million from 2011.
The increase was primarily due to an increase in the number of full-time equivalent employees, as well as increases in
compensation and benefits to our existing employees. During 2012, we added five relationship managers and 11
full-time equivalent employees in support, risk management and administrative roles.

FDIC insurance expense for the year ended December 31, 2012, decreased $520,000 from 2011 primarily due to
changes in the manner in which FDIC-insured institutions calculate deposit insurance assessments, as mandated by
the Dodd-Frank Act, partially offset by an increase in our assessment base. For additional information regarding the
manner in which our FDIC insurance premiums are calculated, see “Supervision and Regulation-FDIC Deposit
Insurance Assessments.”

Charitable contribution expenses for the year ended December 31, 2012, increased by $540,000 from 2011. The
majority of our charitable contributions support our Community Reinvestment Act initiatives and result in
Pennsylvania shares tax credits.

Other operating expenses for the year ended December 31, 2012, increased by $671,000 from 2011 primarily as a
result of increases in other categories such as telephone, marketing and employee-related expenses related to the
growth of our business.

Income Taxes
We utilize 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
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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. We evaluate whether it is more likely than not that we will be able to realize the benefit
of identified deferred tax assets.

Income Taxes for the Years Ended December 31, 2013 and 2012. For the year ended December 31, 2013, we
recognized income tax expense of $5.7 million or 30.7% of income before tax, as compared to income tax expense of
$6.8 million, or 39.0%, of income before tax, for the same period in 2012. Our effective tax rate for the year ended
December 31, 2012, was elevated by the limitation of deductible compensation expense under section 162(m) of the
Internal Revenue Service. Conversely, our effective tax rate for the year ended December 31, 2013, was lower due to
income tax credits of $909,000 being earned in 2013.
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Income Taxes for the Years Ended December 31, 2012 and 2011. For the year ended December 31, 2012, we
recognized income tax expense of $6.8 million or 39.0% of income before tax, as compared to income tax expense of
$4.7 million, or 39.6%, of income before tax for 2011. Our effective tax rates for the years ended December 31, 2012
and 2011, respectively, were elevated by the limitation of deductible compensation expense under section 162(m) of
the Internal Revenue Service.

Financial Condition

Our total assets as of December 31, 2013, totaled $2.3 billion which was an increase of $217.4 million or 10.5%, from
December 31, 2012, as growth in our earning assets, which was driven primarily by growth in our loan portfolio and
investments securities, was partially offset by a decrease in cash and cash equivalents as we funded our growth
partially with excess cash. Our loan portfolio increased $219.1 million or 13.3%, to $1.9 billion, as of December 31,
2013, from $1.6 billion, as of December 31, 2012. Total investment securities increased $36.7 million or 19.2%, to
$227.8 million, as of December 31, 2013, from $191.2 million, as of December 31, 2012. Cash and cash equivalents
decreased $53.5 million, to $146.6 million, as of December 31, 2013, from $200.1 million, as of December 31, 2012.
Our total deposits increased $138.3 million, or 7.6%, to $2.0 billion as of December 31, 2013. Our shareholders'
equity increased $76.2 million to $293.9 million as of December 31, 2013, compared to $217.7 million as of
December 31, 2012. This increase was primarily the result of net proceeds from the issuance of common stock of
$66.0 million, coupled with $12.9 million in net income, partially offset by a decrease of $3.4 million in other
comprehensive income (loss), which represents the increase in the unrealized loss on our investment portfolio.

Our total assets increased $239.7 million, or 13.1%, to $2.1 billion as of December 31, 2012, from $1.8 billion as of
December 31, 2011, resulting primarily from the growth in loans. Our loan portfolio increased $234.6 million, or
16.7%, to $1.6 billion as of December 31, 2012, from $1.4 billion as of December 31, 2011. Our total deposits
increased $186.3 million, or 11.4%, to $1.8 billion as of December 31, 2012, from $1.6 billion as of December 31,
2011. Our shareholders’ equity increased $33.2 million to $217.7 million as of December 31, 2012, compared to
$184.5 million as of December 31, 2011. This increase was the result of $10.7 million in net income, a private
placement of preferred stock resulting in net proceeds of $46.0 million, and a $933,000 increase in other
comprehensive income, which represents the increase in the unrealized gain on our investment portfolio, $889,000
increase related to stock based compensation, partially offset by a $24.2 million reduction related to the redemption of
preferred stock issued to the Department of the Treasury in connection with our participation in the Capital Purchase
Program and related preferred dividends totaling $1.1 million.

Loans
Our primary source of income is interest on loans. Our loan portfolio consists primarily of commercial and industrial
loans, real estate loans secured by commercial real estate properties and loans to our private banking clients. Our loan

portfolio represents the highest yielding component of our earning asset base.

The following table presents the composition of our loan portfolio, by category, as of the dates indicated:
December 31,

(Dollars in thousands) 2013 2012 2011 2010 2009
Commercial and industrial $879.,440 $871,993 $705,646 $595,776 $604,219
Commercial real estate 576,004 473,208 498,236 495,960 550,930
Private banking-personal 405,331 296,427 203,113 192,009 138,856
Total loans $1,860,775 $1,641,628 $1,406,995 $1,283,745 $1,294,005

Total loans. Total loans increased by $219.1 million or 13.3% to $1.9 billion as of December 31, 2013, as compared to
December 31, 2012. Our growth for the year ended December 31, 2013, has been comprised of an increase in
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commercial and industrial loans of $7.4 million or 0.9%, an increase in commercial real estate loans of $102.8 million
or 21.7%, and an increase in private banking-personal loans of $108.9 million or 36.7%.

Total loans increased by $234.6 million or 16.7% to $1.6 billion as of December 31, 2012, as compared to December
31, 2011. Our growth for the year ended December 31, 2012, has been comprised of an increase in commercial and
industrial loans of $166.3 million or 23.6%, an increase in private banking-personal loans of $93.3 million or 45.9%,
and a decrease in commercial real estate loans of $25.0 million or 5.0%.

Primary Loan Categories
Commercial and Industrial Loans. Our commercial and industrial loan portfolio primarily includes loans made to
service companies or manufacturers generally for the purpose of production, operating capacity, accounts receivable,

inventory, equipment financing,
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acquisitions and recapitalizations. Cash flow from the borrower's operations is the primary source of repayment for
these loans, except for our private banking commercial loans which are mostly secured by cash and marketable
securities.

As of December 31, 2013, our commercial and industrial loans comprised $879.4 million or 47.2% of total loans,
compared to $872.0 million or 53.1% of total loans as of December 31, 2012. Included in our commercial and
industrial loans as of December 31, 2013, are $140.4 million of loans sourced through our private banking channel
with the proceeds used for a commercial or business purpose. The majority of our commercial loans sourced through
our private banking channel are secured by cash and marketable securities.

Commercial Real Estate Loans. Our commercial real estate 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. Also included are commercial construction loans to
finance the construction or renovation of structures as well as to finance the acquisition and development of raw land
for various purposes. The cash flow from income producing properties or the sale of property from construction and
development loans are the primary sources of repayment for these loans.

Commercial real estate loans as of December 31, 2013, totaled $576.0 million or 31.0% of total loans, as compared to
$473.2 million or 28.8% as of December 31, 2012. As of December 31, 2013, $373.6 million of total commercial real
estate loans were at a floating rate and $202.4 million were at a fixed rate, as compared to $352.8 million and $120.4
million, respectively, as of December 31, 2012. Included in our commercial real estate loans as of December 31, 2013,
are $23.6 million of loans sourced through our private banking channel with the proceeds used for a commercial or
business purpose.

Private Banking-Personal Loans. Our private banking-personal loans, along with certain of our loans classified as
commercial loans, are sourced through our private banking channel, which operates on a national basis. These loans
consist primarily of loans made to high net worth individuals and/or trusts that may be secured by cash, marketable
securities, residential property or other financial assets. The primary source of repayment for these loans is the income
and assets of the borrower. We also have a limited number of unsecured loans and lines of credit in our private
banking-personal loan portfolio.

As of December 31, 2013, private banking-personal loans (excluding those used for commercial purposes) were
approximately $405.3 million or 21.8% of total loans, of which $235.1 million or 58.0% were secured by cash and
marketable securities. This compared to the level, as of December 31, 2012, of $296.4 million or 18.1% of total loans,
of which $141.7 million or 47.8% were secured by cash and marketable securities. Furthermore, as shown in the table
below, aggregate loans secured by cash and marketable securities, including personal and commercial loans, grew by
$112.6 million or 47.5%, in the year ended December 31, 2013, to $349.8 million as of December 31, 2013, from
$237.1 million as of December 31, 2012. The growth in loans secured by cash and marketable securities is expected to
increase as a result of our strategy to focus on this portion of our private banking business as we believe these loans
tend to have a lower risk profile.

As discussed above, loans through our private banking channel also include loans for commercial and business
purposes, a majority of which are secured by cash and marketable securities. These loans are included in, and are
discussed in connection with, the above-described commercial and industrial loan category. The table below includes
all loans made through our private banking channel, by collateral type, as of the dates indicated.

December 31,

(Dollars in thousands) 2013 2012 2011
Private banking-personal loans:
Secured by residential real estate $162,681 $137,140 $106,545
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Secured by cash and marketable securities
Other

Total private banking-personal loans
Private banking-commercial loans:
Secured by commercial real estate
Secured by cash and marketable securities
Other

Total private banking-commercial loans
Total private banking channel loans
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235,113
7,537
405,331

23,616
114,653
25,746
164,015
$569,346

141,745
17,542
296,427

19,510
95,372
24,573
139,455
$435,882

82,808
13,760
203,113

19,082
38,923
24,403
82,408
$285,521
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Loan Maturities and Interest Rate Sensitivity
The following tables present the contractual maturity ranges and the amount of such loans with fixed and adjustable

rates in each maturity range as of the dates indicated.
December 31, 2013

. One Year One to Greater Than
(Dollars in thousands) or Less Five Years Five Years Total
Loan maturity:
Commercial and industrial $789,967 $66,888 $22.585 $879,440
Commercial real estate 370,276 134,773 70,955 576,004
Private banking-personal 249,657 110,413 45,261 405,331
Total loans $1,409,900 $312,074 $138,801  $1,860,775
Interest rate sensitivity:
Fixed interest rates $44,986 $175,607 $115,153  $335,746
Floating or adjustable interest rates 1,364,914 136,467 23,648 1,525,029
Total loans $1,409,900 $312,074 $138,801 $1,860,775

Large Credit Relationships

We originate and maintain large credit relationships with numerous customers in the ordinary course of our business.
We have established an informal limit on loans that is significantly lower than our legal lending limit of
approximately $37.2 million as of December 31, 2013. Our present informal lending limit is $10.0 million based upon
our total credit exposure to any one borrowing relationship. However, exceptions to this limit may be made in the case
of particularly strong credits. As of December 31, 2013, our average commercial loan size was approximately $2.8
million and average private banking-personal loan size was $537,000.

The following table summarizes the aggregate committed and outstanding balances of our larger credit relationships
as of December 31, 2013.
December 31, 2013

. Number of Committed Outstanding
(Dollars in thousands) Relationships Balance Balance
Large credit relationships:
>$15.0 million to $20.0 million 2 $35,400 $26,025
>$10.0 million to $15.0 million 24 $293,320 $221,000

Loan Pricing

We generally extend variable-rate loans on which the interest rate fluctuations are based upon a predetermined
indicator, such as the London Interbank Offered Rate ("LIBOR") or United States prime rate. Our use of variable-rate
loans is designed to mitigate our interest rate risk to the extent that the rates that we charge on our variable-rate loans
will rise or fall in tandem with rates that we must pay to acquire deposits and vice versa. As of December 31, 2013,
approximately 82.0% of our loans had variable rates of which approximately 21.7% also contained a minimum
interest rate, or floor, which helps to preserve our interest rate spread.

Interest Reserve Loans

As of December 31, 2013, loans with interest reserves totaled $21.7 million, which represented 1.2% of total loans, as
compared to $34.3 million or 2.1% as of December 31, 2012. Certain loans reserve a portion of the proceeds to be
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used to pay interest due on the loan. These loans with interest reserves are common for construction and land
development loans. The use of interest reserves is based on the feasibility of the project, the creditworthiness of the
borrower and guarantors, and the loan to value coverage of the collateral. The interest reserve may be used by the
borrower, when certain financial conditions are met, to draw loan funds to pay interest charges on the outstanding
balance of the loan. When drawn, the interest is capitalized and added to the loan balance, subject to conditions
specified during the initial underwriting and at the time the credit is approved. We have effective and ongoing
procedures and controls for monitoring compliance with loan covenants for advancing funds and determining default
conditions. In addition, most of our construction lending is performed within our geographic footprint and our lenders
are familiar with trends in the local real estate market.
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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. Management evaluates the adequacy of the allowance at least quarterly. This
evaluation is subjective and requires material estimates that may change over time.

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 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. ASC Topic 310 is applied to commercial and consumer loans that are individually
evaluated for impairment.

Under ASC Topic 310, a loan is impaired when, based upon current information and events, 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
classified as a troubled debt restructuring ("TDR"). Management performs individual assessments of impaired loans to
determine the existence of loss exposure and, where applicable, based upon the fair value of the collateral less
estimated selling costs where a loan is collateral dependent.

In estimating probable loan loss under ASC Topic 450 we consider numerous factors, including historical charge-off
rates and subsequent recoveries. We also consider, but are 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, we consider 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 our primary markets historically tend to lag the national economy, with local economies in those primary
markets also improving or weakening, as the case may be, but at a more measured rate than the national trends.

We base 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 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 our three primary loan portfolios, consisting of commercial and industrial,
commercial real estate and private banking-personal loans. 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 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. We have identified nine risk factors
and each risk factor is assigned a reserve level, based on judgment as to the probable impact on each loan portfolio,
and is monitored on a quarterly basis. As the trend in each 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. Potential problem loans are identified and monitored through frequent, formal review processes.
Updates are presented to our board of directors as to the status of loan quality at least quarterly.

Loan participations follow the same underwriting and risk rating criteria and are individually risk-rated under the
same process as loans we directly originated. Our ongoing credit review of participation loans follows the same
process we use for loans we originate directly. Management does not rely on information from the lead bank when
considering the appropriate level of allowance for loan losses to be recorded on any of our participation loans.
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The following table summarizes the allowance for loan losses, as of the dates indicated:
December 31,

(Dollars in thousands) 2013 2012 2011 2010 2009
General reserves $13,524 $13,440 $13,820 $14,906 $14,031
Specific reserves 5,472 4,434 2,530 2,205 1,733
Total allowance for loan losses $18,996 $17,874 $16,350 $17,111 $15,764

Allowance for loan losses to total 1.02 %1.09 %116 %133 %120 %
loans

As of December 31, 2013, we had specific reserves totaling $5.5 million, related to six commercial and industrial
loans, with an aggregated total outstanding balance of $16.0 million. All of these loans were on non-accrual status as
of December 31, 2013.
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As of December 31, 2012, we had specific reserves totaling $4.4 million related to four commercial and industrial
loans and one commercial real estate loan, with an aggregated total outstanding balance of $9.4 million. All of these
loans were on non-accrual status as of December 31, 2012.

The following tables summarize allowance for loan losses by loan category and percentage of loans, as of the dates
indicated:

December 31, 2013 December 31, 2012
(Dollars in thousands)
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