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Part I. Financial Information

Item 1. Financial Statements (Unaudited)
Cullen/Frost Bankers, Inc.

Consolidated Balance Sheets

(Dollars in thousands, except per share amounts)

March 31, December 31,
2015 2014
Assets:
Cash and due from banks $ 639,575 $ 702,485
Interest-bearing deposits 3,175,572 3,630,846
Federal funds sold and resell agreements 29,617 30,792
Total cash and cash equivalents 3,844,764 4,364,123
Securities held to maturity, at amortized cost 2,817,511 2,926,486
Securities available for sale, at estimated faluea 8,672,497 8,461,254
Trading account securities 15,662 15,426
Loans, net of unearned discounts 11,214,813 10,987,535
Less: Allowance for loan losses (105,708) (99,542)
Net loans 11,109,105 10,887,993
Premises and equipment, net 487,490 442,170
Goodwill 654,668 654,668
Other intangible assets, net 11,231 12,125
Cash surrender value of life insurance policies 172,936 172,050
Accrued interest receivable and other assets 373,118 341,480
Total assets $ 28,158,982 $ 28,277,775
Liabilities:
Deposits:
Non-interest-bearing demand deposits $ 10,031,950 $ 10,149,061
Interest-bearing deposits 14,117,672 13,986,869
Total deposits 24,149,622 24,135,930
Federal funds purchased and repurchase agreements 604,207 803,119
Junior subordinated deferrable interest debentures 137,115 137,115
Other long-term borrowings 100,000 100,000
Accrued interest payable and other liabilities 257,107 250,208
Total liabilities 25,248,051 25,426,372
Shareholders’ Equity:
Preferred stock, par value $0.01 per share; 10000shares authorized; 6,000,000 Series A sha?ésligidation preference) issued at
March 31, 2015 and December 31, 2014 144,486 144,486
Common stock, par value $0.01 per share; 210,00G08res authorized; 63,632,464 shares issuedrahN3&, 2015 and December 31, 2014 637 637
Additional paid-in capital 889,112 886,476
Retained earnings 1,747,958 1,710,324
Accumulated other comprehensive income, net of tax 160,119 141,814
Treasury stock, at cost; 468,691 shares at MarcB@Il5 and 483,041 shares at December 31, 2014 (31,381) (32,334)
Total shareholders’ equity 2,910,931 2,851,403
Total liabilities and shareholders’ equity $ 28,158,982 $ 28,277,775

See Notes to Consolidated Financial Statements.




Table of Contents

Cullen/Frost Bankers, Inc.
Consolidated Statements of Income
(Dollars in thousands, except per share amounts)

Three Months Ended

March 31,
2015 2014
Interest income:
Loans, including fees 105,666 $ 104,315
Securities:
Taxable 30,172 21,403
Tax-exempt 46,546 35,564
Interest-bearing deposits 1,970 2,404
Federal funds sold and resell agreements 20 20
Total interest income 184,374 163,706
Interest expense:
Deposits 2,756 2,561
Federal funds purchased and repurchase agreements 36 27
Junior subordinated deferrable interest debentures 655 561
Other long-term borrowings 224 222
Total interest expense 3,671 3,371
Net interest income 180,703 160,335
Provision for loan losses 8,162 6,600
Net interest income after provision for loan losses 172,541 153,735
Non-interest income:
Trust and investment management fees 27,161 25,411
Service charges on deposit accounts 19,777 19,974
Insurance commissions and fees 14,635 13,126
Interchange and debit card transaction fees 4,643 4,243
Other charges, commissions and fees 8,441 8,207
Net gain (loss) on securities transactions 228 —
Other 8,330 6,529
Total non-interest income 83,215 77,490
Non-interest expense:
Salaries and wages 76,072 70,217
Employee benefits 20,227 17,388
Net occupancy 15,081 12,953
Furniture and equipment 15,534 14,953
Deposit insurance 3,613 3,117
Intangible amortization 894 689
Other 40,090 38,624
Total non-interest expense 171,511 157,941
Income before income taxes 84,245 73,284
Income taxes 12,082 12,096
Net income 72,163 61,188
Preferred stock dividends 2,016 2,016
Net income available to common shareholders 70,147 $ 59,172
Earnings per common share:
Basic 111 $ 0.97
Diluted 1.10 0.96

See Notes to Consolidated Financial Statements.
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Cullen/Frost Bankers, Inc.
Consolidated Statements of Comprehensive Income
(Dollars in thousands)

Net income
Other comprehensive income (loss), before tax:
Securities available for sale and transferred stéesir
Change in net unrealized gain/loss during the perio
Change in net unrealized gain on securities trareste¢o held to maturity
Reclassification adjustment for net (gains) lossekided in net income
Total securities available for sale and transfesezlrities
Defined-benefit post-retirement benefit plans:
Change in the net actuarial gain/loss
Derivatives:
Reclassification adjustment for gains on interat swaps on variable-rate loans included in resinire
Other comprehensive income (loss), before tax
Deferred tax expense (benefit) related to otherpreimensive income
Other comprehensive income (loss), net of tax
Comprehensive income

See Notes to Consolidated Financial Statements.

Three Months Ended

March 31,
2015 2014
72,163 $ 61,188
34,527 21,431
(7,887) (9,198)
(228) —
26,412 12,233
1,749 672
— (9,345)
28,161 3,560
9,856 1,246
18,305 2,314
90,468 $ 63,502
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Cullen/Frost Bankers, Inc.
Consolidated Statements of Changes in Shareholdesguity
(Dollars in thousands, except per share amounts)

Total shareholders’ equity at beginning of period

Net income

Other comprehensive income (loss)

Stock option exercises (14,350 shares in 2015 2835 shares in 2014)

Stock compensation expense recognized in earnings

Tax benefits related to stock compensation

Cash dividends — preferred stock (approximatel34@er share in both 2015 and in 2014)
Cash dividends — common stock ($0.51 per shar815 2nd $0.50 per share in 2014)
Total shareholders’ equity at end of period

See Notes to Consolidated Financial Statements.

Three Months Ended

March 31,
2015 2014

2,851,403 $ 2,514,161

72,163 61,188

18,305 2,314

728 17,279

2,562 2,136

74 1,344
(2,016) (2,016)
(32,288) (30,487)
2,910,931 $ 2,565,919
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Cullen/Frost Bankers, Inc.
Consolidated Statements of Cash Flows
(Dollars in thousands)

Operating Activities:
Net income

Adjustments to reconcile net income to net casinfoperating activities:

Provision for loan losses
Deferred tax expense (benefit)
Accretion of loan discounts

Securities premium amortization (discount accretiaet

Net (gain) loss on securities transactions
Depreciation and amortization

Net (gain) loss on sale/write-down of assets/fasetl assets

Stock-based compensation

Net tax benefit (deficiency) from stock-based congaion
Excess tax benefits from stock-based compensation

Earnings on life insurance policies
Net change in:
Trading account securities
Accrued interest receivable and other assets
Accrued interest payable and other liabilities
Net cash from operating activities

Investing Activities:
Securities held to maturity:
Purchases
Maturities, calls and principal repayments
Securities available for sale:
Purchases
Sales
Maturities, calls and principal repayments
Net change in loans
Net cash (paid) received in acquisitions

Proceeds from sales of premises and equipment

Purchases of premises and equipment
Proceeds from sales of repossessed properties
Net cash from investing activities

Financing Activities:
Net change in deposits
Net change in short-term borrowings
Proceeds from stock option exercises

Excess tax benefits from stock-based compensation

Cash dividends paid on preferred stock
Cash dividends paid on common stock
Net cash from financing activities

Net change in cash and cash equivalents
Cash and equivalents at beginning of period
Cash and equivalents at end of period

See Notes to Consolidated Financial Statements.

Three Months Ended

March 31,
2015 2014
72,163 $ 61,188
8,162 6,600
(3,748) (1,933)
(3,571) (3,503)
17,308 13,810
(228) —
9,989 9,702
(779) 147
2,562 2,136
1) 9
(75) (1,335)
(886) (682)
(236) 909
(36,459) 14,633
(9,423) (29,098)
54,778 72,583
95,453 42,113
(772,500) (617,914)
223,987 —
372,316 1,163,981
(225,770) (237,216)
— 15
(51,803) (13,215)
2,901 1,719
(355,416) 339,483
13,692 376,847
(198,912) (153,018)
728 17,279
75 1,335
(2,016) (2,016)
(32,288) (30,487)
(218,721) 209,940
(519,359) 622,006
4,364,123 4,556,125
3,844,764 $ 5,178,131
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Notes to Consolidated Financial Statements
(Table amounts in thousands, except for share andhare amounts)

Note 1 - Significant Accounting Policies

Nature of OperationsCullen/Frost Bankers, Inc. (“Cullen/Frost”) isiadncial holding company and a bank holding compaggdquartered in San Antonio, Texas that provithesugh our
subsidiaries, a broad array of products and sesstfm®ughout numerous Texas markets. In additiggeteeral commercial and consumer banking, othedymts and services offered include trust
and investment management, investment bankingranse, brokerage, leasing, treasury managemernteangrocessing.

Basis of PresentationiThe consolidated financial statements in this @ur Report on Form 10-Q include the accounts afi€d/Frost and all other entities in which Cullergst has a
controlling financial interest. All significant iatcompany balances and transactions have beematadiin consolidation. The accounting and findrreiporting policies we follow conform, in all
material respects, to accounting principles geheaaicepted in the United States and to generakipes within the financial services industry.

The consolidated financial statements in this QubrtReport on Form 10-Q have not been auditedrbyndependent registered public accounting firnt, ibuthe opinion of management,
reflect all adjustments necessary for a fair prig@mn of our financial position and results of ogg®ns. All such adjustments were of a normal eswlirring nature. The consolidated financial
statements have been prepared in accordance veithu@iing principles generally accepted in the UWhiBtates for interim financial information and witte instructions to Form 10-Q adopted by
the Securities and Exchange Commission (“SEC”).oddingly, the financial statements do not incluieofithe information and footnotes required by @aating principles generally accepted in
the United States for complete financial statemants should be read in conjunction with our comsad financial statements, and notes theretdhtoyear ended December 31, 2014, included
in our Annual Report on Form 10-K filed with the GBn February 5, 2015 (the “2014 Form 10-K"). Opiagaresults for the interim periods disclosed resre not necessarily indicative of the
results that may be expected for a full year orfamyre period.

Use of EstimatesThe preparation of financial statements in camity with accounting principles generally accepiadthe United States requires management to matmages and
assumptions that affect the reported amounts @tsissd liabilities and disclosure of contingersieds and liabilities at the date of the financtataments. Actual results could differ from those
estimates. The allowance for loan losses and thedhies of financial instruments and the statusomtingencies are particularly subject to change.

Cash Flow ReportingAdditional cash flow information was as follows:

Three Months Ended

March 31,
2015 2014

Cash paid for interest $ 3,639 $ 3,495
Cash paid for income taxes — —
Significant non-cash transactions:

Securities purchased not yet settled 12,192 119,155

Loans foreclosed and transferred to other reateestaned and foreclosed assets 67 1,994

Loans to facilitate the sale of other real estataer — 102

Reclassifications and Restatemer@grtain items in prior financial statements haverbeeclassified to conform to the current pres@matAdditionally, certain items in prior financial
statements have been restated to reflect adjussneentitially reported provisional amounts recagatl in business combinations so that the prionfired statements are reported as if the adjusted
amounts had been known as of the measurement tittte business combination. In that regard, dufifg5, we made acquisition valuation adjustmentsattipg certain assets acquired in
connection with the acquisition of WNB Bancshatas, (See Note 2 - Mergers and Acquisitions). Assult of these adjustments, our consolidated balsheet as of December 31, 2014 reflects
a $718 thousand increase in goodwill and a $718sdwad decrease in premises and equipment when oednjoepreviously reported amounts.
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Note 2 - Mergers and Acquisitions

On May 30, 2014, we acquired WNB Bancshares, I'WNB"), including its subsidiary Western Nationahigk ("Western"), a privately-held bank holding c@np and bank located in the
Permian Basin region of Texas. We purchased alhefoutstanding shares of WNB for approximately8&9million. The total purchase price included $¥48illion of our common stock (2
million shares) and $49.1 million in cash. Westeas integrated into Frost Bank as of the closeusfriess on June 20, 2014.

The acquisition of WNB was accounted for usingdbguisition method with all cash consideration ®ohthrough internal sources. The operating resd®&NB are included with our results
of operations since the date of acquisition. Thal gpurchase price paid for the acquisition of WiN8s allocated based on the estimated fair valu#iseodissets acquired and liabilities assumed as
set forth below. The purchase price allocationréiminary and is subject to final determinatiordasaluation of the fair value of assets acquired laabilities assumed.

Cash and cash equivalents $ 879,740
Securities available for sale 154,227
Loans 670,619
Premises and equipment 22,135
Core deposit intangible asset 9,300
Goodwill 118,019
Other assets 33,644
Deposits (1,624,043)
Other borrowings (63,592)
Other liabilities (1,251)
$ 198,798

The loans acquired in this transaction were reabeddair value with no carryover of any existinpaance for loan losses. Loans that were not deetmde credit impaired at acquisition were
subsequently considered as a part of our deteribmaf the adequacy of the allowance for loan lss$turchased credit-impaired loans, meaning thoses| with evidence of credit quality
deterioration at acquisition, were not significafihe core deposit intangible asset acquired intthissaction will be amortized using an acceleratethod over a period of 10 years. Pro forma
condensed consolidated results of operations asguWiNB had been acquired at the beginning of tpented periods are not presented because the efféltis acquisition was not considered
significant based on the SEC significance tests.

Expenditures related to the acquisition of WNB leda$1.1 million during the three months ended Mat, 2014 and are reported as a component of oibreiinterest expense in the
accompanying consolidated income statements.

As part of the approval process in connection whi acquisition of WNB, we agreed with the Fed&aserve that before bringing it any further expamaiy proposals, we would enhance
certain compliance programs, including those rdl&befair lending. We are currently working on taemnhancements.

9
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Note 3 - Securities

A summary of the amortized cost and estimatedviire of securities, excluding trading securitiegresented below.

March 31, 2015 December 31, 2014
Gross Gross Gross Gross
Amortized Unrealized Unrealized Estimated Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value Cost Gains Losses Fair Value
Held to Maturity
U.S. Treasury $ 249,115 $ 14,030 $ —  $ 263,145 $ 249,009 $ 14,604 $ —  $ 263,613
Residential mortgage-backed
securities 7,499 113 = 7,612 8,012 92 — 8,104
States and political subdivisions 2,559,547 43,007 7,957 2,594,597 2,668,115 34,243 9,035 2,693,323
Other 1,350 — — 1,350 1,350 — — 1,350
Total $ 2817511 $ 57,150 $ 7957 $ 2,866,704 $ 2,926,486 $ 48,939 $ 9,035 $ 2,966,390
Available for Sale
U.S. Treasury $ 3,711,872 $ 64,203 $ 1,998 $ 3,774,077 $ 3,783,899 $ 30594 $ 3,241  $ 3,811,252
Residential mortgage-backed
securities 1,256,377 67,713 377 1,323,713 1,331,114 68,027 417 1,398,724
States and political subdivisions 3,428,238 107,136 3,071 3,532,303 3,104,563 104,500 156 3,208,907
Other 42,404 — — 42,404 42,371 = = 42,371
Total $ 8,438,891 $ 239,052 $ 5446 $ 8,672,497 $ 8,261,947 $ 203,121 % 3814 $ 8,461,254

All mortgage-backed securities included in the abdtable were issued by U.S. government agenciescargbrations. At March 31, 2015, approximately59%.of the securities in our
municipal bond portfolio were issued by politicalbslivisions or agencies within the State of Texdsyhich approximately 64.1% are either guarantegdhe Texas Permanent School Fund,
which has a “triple A” insurer financial strengthting, or secured by U.S. Treasury securities ef@asance of the debt by the issuers. Securitigssliwiited marketability, such as stock in the
Federal Reserve Bank and the Federal Home Loan, Baglcarried at cost and are reported as othdablafor sale securities in the above table. taeying value of securities pledged to secure
public funds, trust deposits, repurchase agreenznts$or other purposes, as required or permityelddy was $3.1 billion at March 31, 2015 and $3l0dm and December 31, 2014.

During the fourth quarter of 2012, we reclassifestitain securities from available for sale to heldnaturity. The securities had an aggregate faliner of $2.3 billion with an aggregate net
unrealized gain of $165.7 million ($107.7 millionet of tax) on the date of the transfer. The netmuortized, unrealized gain on the transferred s@esirincluded in accumulated other
comprehensive income in the accompanying balaneetsiis of March 31, 2015 totaled $86.0 million ($5Billion, net of tax). This amount will be amaed out of accumulated other
comprehensive income over the remaining life oftthderlying securities as an adjustment of thedyasl those securities.

As of March 31, 2015, securities with unrealizeskles, segregated by length of impairment, werelksvs:

Less than 12 Months More than 12 Months Total
Estimated Unrealized Estimated Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Held to Maturity
States and political subdivisions $ 227,355% 1,163 $ 296,614 $ 6,794 $ 523,969 $ 7,957
Total $ 227,355 $ 1,163 $ 296,614 $ 6,794 $ 523,969 $ 7,957
Available for Sale
U.S. Treasury $ 526,222 $ 1,998 $ — 3 — 3 526,222 $ 1,998
Residential mortgage-backed securities 8,360 95 12,398 282 20,758 377
States and political subdivisions 286,513 3,071 — — 286,513 3,071
Total $ 821,095 $ 5,164 $ 12,398 % 282 $ 833,493 $ 5,446

10
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Declines in the fair value of held-to-maturity aawhilable-for-sale securities below their cost #rat deemed to be other than temporary are refléstearnings as realized losses to the extent
the impairment is related to credit losses. Thewof the impairment related to other factorseisognized in other comprehensive income. In estimaither-than-temporary impairment losses,
management considers, among other things, (i)ethgth of time and the extent to which the fair eahas been less than cost, (ii) the financial dmrand near-term prospects of the issuer, and
(iii) the intent and ability to retain our investmien the issuer for a period of time sufficientaitow for any anticipated recovery in cost.

Management has the ability and intent to hold theusties classified as held to maturity in theleahbove until they mature, at which time we wékteive full value for the securities.
Furthermore, as of March 31, 2015, management dloielsave the intent to sell any of the securitiassified as available for sale in the table akeve believes that it is more likely than not that
we will not have to sell any such securities befamrecovery of cost. Any unrealized losses areelgrdue to increases in market interest rates theeyields available at the time the underlying
securities were purchased. The fair value is exggetd recover as the bonds approach their matdaitg or repricing date or if market yields for suchestments decline. Management does not
believe any of the securities are impaired due&sons of credit quality. Accordingly, as of Ma&h 2015, management believes the impairmentsle@tai the table above are temporary and no
impairment loss has been realized in our consd@iiatcome statement.

The amortized cost and estimated fair value of ses, excluding trading securities, at March 2015 are presented below by contractual maturigpeEted maturities may differ from
contractual maturities because issuers may havegheto call or prepay obligations. Residentiaintgage-backed securities and equity securitieslaogn separately since they are not due at a
single maturity date.

Held to Maturity Available for Sale

Amortized Estimated Amortized Estimated

Cost Fair Value Cost Fair Value
Due in one year or less $ 186,337 $ 191,861 $ 14,228 $ 14,542
Due after one year through five years 491,938 523,304 3,110,546 3,146,176
Due after five years through ten years 220,730 222,875 1,718,927 1,778,335
Due after ten years 1,911,007 1,921,052 2,296,409 2,367,327
Residential mortgage-backed securities 7,499 7,612 1,256,377 1,323,713
Equity securities — — 42,404 42,404
Total $ 2,817,511 $ 2,866,704 $ 8,438,891 $ 8,672,497

Sales of securities available for sale were asvidt

Three Months Ended

March 31,
2015 2014
Proceeds from sales $ 223,987 $ =
Gross realized gains 228 —
Gross realized losses — —
Tax (expense) benefit of securities gains/losses (80) —

Premium amortization and discount accretion inatLitkeinterest income on securities was as follows:

Three Months Ended

March 31,
2015 2014
Premium amortization $ (20,006) $ (15,396)
Discount accretion 2,698 1,586
Net (premium amortization) discount accretion $ (17,308) $ (13,810)

11
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Trading account securities, at estimated fair valiere as follows:

U.S. Treasury
States and political subdivisions
Total

Net gains and losses on trading account secuviges as follows:

Net gain on sales transactions
Net mark-to-market gains (losses)
Net gain (loss) on trading account securities

Note 4 - Loans
Loans were as follows:

Commercial and industrial:
Commercial
Leases
Total commercial and industrial
Commercial real estate:
Commercial mortgages
Construction
Land
Total commercial real estate
Consumer real estate:
Home equity loans
Home equity lines of credit
Other
Total consumer real estate
Total real estate
Consumer and other:
Consumer installment
Other
Total consumer and other
Unearned discounts
Total loans

March 31, December 31,
2015 2014

$ 12,833 $ 15,339

2,829 87

$ 15,662 15,426

Three Months Ended
2015 2014

280 240

(14) 3)

266 237

March 31, Percentage December 31, Percentage
2015 of Total 2014 of Total
$ 5,582,282 498% $ 5,429,206 49.4 %
326,253 2.9 338,537 3.1
5,908,535 52.7 5,767,743 525
3,095,830 27.6 3,080,202 28.0
685,629 6.1 629,988 57
292,966 2.6 291,907 2.7
4,074,425 36.3 4,002,097 36.4
338,732 3.0 342,725 3.1
222,967 2.0 220,128 2.0
290,704 2.6 286,198 2.6
852,403 7.6 849,051 7.7
4,926,828 43.9 4,851,148 44.1
395,879 35 385,479 35
7,239 0.1 8,122 0.1
403,118 3.6 393,601 3.6
(23,668) (0.2) (24,957) (0.2)
$ 11,214,813 100.0% $ 10,987,535 100.0 %

Loan Origination/Risk Managemem/e have certain lending policies and procedurgsane that are designed to maximize loan incontleinvan acceptable level of risk. Management regsiew
and approves these policies and procedures onudardgasis. A reporting system supplements theeveyirocess by providing management with frequembnts related to loan production, loan
quality, concentrations of credit, loan delinque&sscand non-performing and potential problem loBingersification in the loan portfolio is a meansménaging risk associated with fluctuations in

economic conditions.

Commercial and industrial loans are underwritteteradvaluating and understanding the borrower’stahio operate profitably and prudently expandhtssiness. Underwriting standards are
designed to promote relationship banking rathen ttransactional banking. Once it is determined that borrower's management possesses sound ethicsadid business acumen, our
management examines current and projected casb ftodetermine the ability of the borrower to refagir obligations as agreed. Commercial and inrdidoans are primarily made based on the
identified cash flows of the borrower and secorgdash the underlying collateral provided by the toover. The cash flows of borrowers, however, may b as expected and the collateral
securing these loans may fluctuate in value. Mostroercial and industrial loans are secured by $iseta being financed or other business assetsasuatcounts receivable or inventory and may

incorporate a personal guarantee; however, sontét&hm loans may

12
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be made on an unsecured basis. In the case of $eansed by accounts receivable, the availabifitiunds for the repayment of these loans may batanitially dependent on the ability of the
borrower to collect amounts due from its customers.

Commercial real estate loans are subject to undtergistandards and processes similar to commeatidlindustrial loans, in addition to those of resflate loans. These loans are viewed
primarily as cash flow loans and secondarily asidosecured by real estate. Commercial real estating typically involves higher loan principal anmbs and the repayment of these loans is
generally largely dependent on the successful tipaeraf the property securing the loan or the besinconducted on the property securing the loamn@@cial real estate loans may be more
adversely affected by conditions in the real estatekets or in the general economy. The propes@esiring our commercial real estate portfolio averde in terms of type and geographic
location. This diversity helps reduce our expogdoradverse economic events that affect any singleket or industry. Management monitors and evatuatenmercial real estate loans based on
collateral, geography and risk grade criteria. Ageaeral rule, we avoid financing single-purposgquts unless other underwriting factors are priesehelp mitigate risk. We also utilize third-
party experts to provide insight and guidance alegonhomic conditions and trends affecting markeasamwe serve. In addition, management tracks thet ¢ owner-occupied commercial real
estate loans versus non-owner occupied loans. AttVal, 2015, approximately 54.0% of the outstaggtirincipal balance of our commercial real estatn$ were secured by owner-occupied
properties.

With respect to loans to developers and buildeas$ d&ne secured by non-owner occupied propertigssthamay originate from time to time, we generadguire the borrower to have had an
existing relationship with us and have a provemmreof success. Construction loans are underwriitéizing feasibility studies, independent appahiseviews, sensitivity analysis of absorption
and lease rates and financial analysis of the dpees and property owners. Construction loans enemglly based upon estimates of costs and vakaeiased with the completed project. These
estimates may be inaccurate. Construction loarenaftvolve the disbursement of substantial fundh wepayment substantially dependent on the suanfetige ultimate project. Sources of
repayment for these types of loans may be pre-ctteainpermanent loans from approved long-term les)dsales of developed property or an interim loamroitment from us until permanent
financing is obtained. These loans are closely mogil by on-site inspections and are considerddht@ higher risks than other real estate loangaltieeir ultimate repayment being sensitive to
interest rate changes, governmental regulatioralfgroperty, general economic conditions and tadability of long-term financing.

We originate consumer loans utilizing a computeseobcredit scoring analysis to supplement the writérg process. To monitor and manage consumer kisk, policies and procedures are
developed and modified, as needed, jointly by #ind staff personnel. This activity, coupled witkatizely small loan amounts that are spread acneasy individual borrowers, minimizes risk.
Additionally, trend and outlook reports are revieWlgy management on a regular basis. Underwritingdstrds for home equity loans are heavily influenlog statutory requirements, which
include, but are not limited to, a maximum loarvtdte percentage of 80%, collection remedies, thelrer of such loans a borrower can have at oneamdedocumentation requirements.

We maintain an independent loan review departnteitreviews and validates the credit risk prograna @eriodic basis. Results of these reviews asgnted to management. The loan review
process complements and reinforces the risk ideatién and assessment decisions made by lendérsredit personnel, as well as our policies andguares.

Concentrations of CrediMost of our lending activity occurs within the &af Texas, including the four largest metropalitaeas of Austin, Dallas/Ft. Worth, Houston and Batonio, as
well as other markets. The majority of our loantfmio consists of commercial and industrial andneoercial real estate loans. As of March 31, 20ié&re were no concentrations of loans related
to any single industry in excess of 10% of totalns other than energy loans, which totaled 16.2%taf loans.

Foreign Loans.We have U.S. dollar denominated loans and commitsnt® borrowers in Mexico. The outstanding balaot¢hese loans and the unfunded amounts availaider these
commitments were not significant at March 31, 26i®ecember 31, 2014.

Non-Accrual and Past Due Loarsoans are considered past due if the requirectipah and interest payments have not been receisasf the date such payments were due. Loans acedl
on non-accrual status when, in management’s opintma borrower may be unable to meet payment didige as they become due, as well as when reqliyecbgulatory provisions. In
determining whether or not a borrower may be unabimeet payment obligations for each class ofdpare consider the borrower’s debt service capaleityugh the analysis of current financial
information, if available, and/or current informatiwith regards to our collateral position. Regaatprovisions would typically require the placerneha loan on non-accrual status if (i) principal
or interest has been in default for a period oi9s or more unless the loan is both well secuneldrathe process of collection or (i) full payntei principal and interest is not expected. Loans
may be placed on non-accrual status regardlessether or not such loans are considered past dhenWiterest accrual is discontinued, all unpaiaed interest is reversed. Interest income on
non-accrual loans is recognized only to the extieat cash payments are received in excess of pehdue. A loan may be returned to accrual statusmvall the principal and interest amounts
contractually due are brought current and
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future principal and interest amounts contractudilg are reasonably assured, which is typicallglended by a sustained period (at least six moothgpayment performance by the borrower.

Non-accrual loans, segregated by class of loang, agfollows:

March 31, December 31,
2015 2014
Commercial and industrial:
Energy $ 636 $ 636
Other commercial 32,965 34,108
Commercial real estate:
Buildings, land and other 17,145 19,639
Construction 2,740 2,792
Consumer real estate 2,347 2,212
Consumer and other 481 538
Total $ 56,314 $ 59,925

As of March 31, 2015, non-accrual loans reportethéntable above included $613 thousand relatéobtos that were restructured as “troubled debtuettrings” during 2015. See the section
captioned “Troubled Debt Restructurings” elsewharéhis note. Had non-accrual loans performed icoedance with their original contract terms, we ldoliave recognized additional interest
income, net of tax, of approximately $397 thoustmmdhe three months ended March 31, 2015, compar&858 thousand for three months ended Marci2314.

An age analysis of past due loans (including botiriing and non-accruing loans), segregated by cB®ans, as of March 31, 2015 was as follows:

Loans Accruing
Loans 90 or More Total Loans 90 or
30-89 Days Days Past Due Current Total More Days
Past Due Past Due Loans Loans Loans Past Due
Commercial and industrial:
Energy $ 1,000 $ 4538 $ 5538 $ 1,813,511 $ 1,819,049 $ 3,902
Other commercial 23,685 25,431 49,116 4,040,370 4,089,486 6,078
Commercial real estate:
Buildings, land and other 13,405 7,005 20,410 3,368,386 3,388,796 1,278
Construction 1,371 50 1,421 684,208 685,629 50
Consumer real estate 5,670 1,961 7,631 844,772 852,403 1,662
Consumer and other 4,096 721 4,817 398,301 403,118 669
Unearned discounts — — — (23,668) (23,668) —
Total $ 49,227 % 39,706 $ 88,933 $ 11,125,880 $ 11,214,813  $ 13,639

Impaired LoansLoans are considered impaired when, based onntumormation and events, it is probable we will bnable to collect all amounts due in accordanitk the original
contractual terms of the loan agreement, includicigeduled principal and interest payments. Impaitrigeevaluated in total for smaller-balance loaha similar nature and on an individual loan
basis for other loans. If a loan is impaired, acffevaluation allowance is allocated, if necegsan that the loan is reported net, at the presaine of estimated future cash flows using the'®a
existing rate or at the fair value of collateratépayment is expected solely from the collatdrakrest payments on impaired loans are typicgbipliad to principal unless collectibility of the
principal amount is reasonably assured, in whicg® éaterest is recognized on a cash basis. Impkiegd, or portions thereof, are charged off wheenged uncollectible.

Regulatory guidelines require us to reevaluatefdiirevalue of collateral supporting impaired colestl dependent loans on at least an annual baside \Wur policy is to comply with the
regulatory guidelines, our general practice iseevaluate the fair value of collateral supportimgpaired collateral dependent loans on a quarterysb Thus, appraisals are never considered to be
outdated, and we do not need to make any adjussmierthe appraised values. The fair value of cafdtsupporting impaired collateral dependent laansvaluated by our internal appraisal
services using a methodology that is consistertt wie Uniform Standards of Professional Appraigalcice. The fair value of collateral supportingpimred collateral dependent construction

loans is based on an “as is” valuation.
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Impaired loans are set forth in the following table® interest income was recognized on impaireddcaubsequent to their classification as impaired.

March 31, 2015
Commercial and industrial:
Energy $
Other commercial
Commercial real estate:
Buildings, land and other
Construction
Consumer real estate
Consumer and other

Total $

December 31, 2014
Commercial and industrial:
Energy $
Other commercial
Commercial real estate:
Buildings, land and other
Construction
Consumer real estate
Consumer and other

Total $

The average recorded investment in impaired loaassag follows:

Commercial and industrial:
Energy
Other commercial
Commercial real estate:
Buildings, land and other
Construction
Consumer real estate
Consumer and other
Total

Troubled Debt Restructuringdhe restructuring of a loan is considered a ‘tied debt restructuring” if both (i) the borrower éxperiencing financial difficulties and (ii) tleeditor has
granted a concession. Concessions may includeestteate reductions or below market interest raggscipal forgiveness, restructuring amortizatsmiedules, reductions in collateral and other

actions intended to minimize potential losses.

Unpaid Contractual Recorded Investment Recorded Investment Total
Principal With No With Recorded Related
Balance Allowance Allowance Investment Allowance

705 $ 636 — % 636 $ =
42,262 28,275 2,720 30,995 1,404
20,257 14,723 197 14,920 71
3,004 2,740 — 2,740 —
789 568 — 568 —
67,017 $ 46,942 2917 % 49,859 % 1,475
706 $ 636 — 3 636 $ —
42,212 29,007 2,853 31,860 1,613
22,919 17,441 265 17,706 67
3,007 2,793 — 2,793 —
812 596 — 596 —
69,656 $ 50,473 3,118 % 53591 $ 1,680

Three Months Ended

March 31,
2015 2014

$ 636 $ 529
31,428 20,866
16,313 22,798
2,767 156
582 732
— 271
$ 51,726 $ 45,352

Troubled debt restructurings during the three meetided March 31, 2015 and March 31, 2014 areogétifi the following table.

Commercial and industrial:
Energy
Other commercial

Three Months Ended
March 31, 2015

Three Months Ended
March 31, 2014

Balance at
Restructure

Balance at
Period-End

Balance at
Restructure

Balance at
Period-End

709

613

819

793

709 %

613 $

819 $

793
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The maodifications during the reported periods primaelated to extending amortization periods, wenring the loans to interest only for a limitedripd of time, consolidating notes and/or
reducing collateral or interest rates. The modifams did not significantly impact our determinatiof the allowance for loan losses. As of March&115, there were no loans restructured during
the last year that were in excess of 90 days peestluring the three months ended March 31, 205 harged-off $88 thousand in connection with gstructuring of a commercial and industrial
loan. Approximately $314 thousand of commercial arttlistrial loans restructured during the three themrnded March 31, 2015 was related to a loatiogeship previously restructured during
2014. During the three months ended March 31, 2@®4foreclosed upon certain commercial real edtabes that were restructured during 2013. We reizegr$500 thousand of other real estate
owned and no charge-offs in connection with thesediosures. The aforementioned charge-offs aretfasures did not significantly impact our deteration of the allowance for loan losses.

Credit Quality IndicatorsAs part of the on-going monitoring of the creditatjty of our loan portfolio, management trackstaier credit quality indicators including trendsateld to (i) the
weighted-average risk grade of commercial loankth@ level of classified commercial loans, (ilie delinquency status of consumer loans (seelsletaove), (iv) net charge-offs, (v) non-
performing loans (see details above) and (vi) #rgegal economic conditions in the State of Texas.

We utilize a risk grading matrix to assign a riskdp to each of our commercial loans. Loans ardegir@n a scale of 1 to 14. A description of theegaincharacteristics of the 14 risk grades is
as follows:

e Grades 1, 2 and 3 These grades include loans to very high cragitity borrowers of investment or near investmenatlg. These borrowers are generally publicly trgdeades 1 and 2),
have significant capital strength, moderate leveratable earnings and growth, and readily avaléibhncing alternatives. Smaller entities, regesdlof strength, would generally not fit
in these grades.

* Grades 4 and 5 These grades include loans to borrowers of swkdit quality with moderate risk. Borrowers irefle grades are differentiated from higher gradetherasis of size
(capital and/or revenue), leverage, asset qualitiytae stability of the industry or market area.

e Grades 6, 7 and 8 These grades include “pass grade” loans to en® of acceptable credit quality and risk. Suchrdyers are differentiated from Grades 4 and Semms of size,
secondary sources of repayment or they are ofrletsteire in other key credit metrics in that tinegy be over-leveraged, under capitalized, incomsish performance or in an industry or
an economic area that is known to have a highel [@wisk, volatility, or susceptibility to weaksges in the economy.

* Grade 9- This grade includes loans on management’s “widthand is intended to be utilized on a tempwgraasis for pass grade borrowers where a signifigak-modifying action is
anticipated in the near term.

e Grade 10- This grade is for “Other Assets Especially Menéid” in accordance with regulatory guidelines.sldniade is intended to be temporary and includassléo borrowers whose
credit quality has clearly deteriorated and anesatof further decline unless active measuregaiten to correct the situation.

* Grade 11- This grade includes “Substandard” loans, in edaoce with regulatory guidelines, for which theraal of interest has not been stopped. By dedinitinder regulatory
guidelines, a “Substandard” loan has defined wesdemwhich make payment default or principal exfotkely, but not yet certain. Such loans aretapbe dependent upon collateral
liquidation, a secondary source of repayment cevaant outside of the normal course of business.

e Grade 12- This grade includes “Substandard” loans, in edaace with regulatory guidelines, for which theraal of interest has been stopped. This gradedies! loans where interest is
more than 120 days past due and not fully securddaans where a specific valuation allowance mapndcessary, but generally does not exceed 30Be gfrincipal balance.

* Grade 13- This grade includes “Doubtful” loans in accordanvith regulatory guidelines. Such loans are plamenon-accrual status and may be dependent udlatecal having a value
that is difficult to determine or upon some neamt@vent which lacks certainty. Additionally, thdeans generally have a specific valuation alloveaimcexcess of 30% of the principal
balance.

e Grade 14 -This grade includes “Loss” loans in accordancé wagulatory guidelines. Such loans are to be @thaff or charged-down when payment is acknowledgduk uncertain or
when the timing or value of payments cannot berdeted. “Loss” is not intended to imply that theuloor some portion of it will never be paid, noeddt in any way imply that there has
been a forgiveness of debt.
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In monitoring credit quality trends in the contextassessing the appropriate level of the allowdoctan losses, we monitor portfolio credit gtaly the weighted-average risk grade of each
class of commercial loan. Individual relationshipmagers review updated financial information fompalss grade loans to recalculate the risk gradat égast an annual basis. When a loan has a
calculated risk grade of 9, it is still consideregass grade loan; however, it is considered tonbmanagement’s “watch list,” where a significaskimodifying action is anticipated in the near
term. When a loan has a calculated risk grade abrlfigher, a special assets officer monitors tfenlon an on-going basis. The following table pres&veighted average risk grades for all
commercial loans by class.

March 31, 2015 December 31, 2014
Weighted Weighted
Average Average
Risk Grade Loans Risk Grade Loans
Commercial and industrial:
Energy
Risk grades 1-8 588 $ 1,734,701 537 $ 1,740,455
Risk grade 9 9.00 24,922 9.00 27,313
Risk grade 10 10.00 36,632 10.00 161
Risk grade 11 11.00 22,158 11.00 5,380
Risk grade 12 12.00 636 12.00 636
Risk grade 13 13.00 — 13.00 —
Total energy 6.07 $ 1,819,049 545 $ 1,773,945
Other commercial
Risk grades 1-8 597 $ 3,848,801 593 $ 3,785,171
Risk grade 9 9.00 73,842 9.00 65,166
Risk grade 10 10.00 87,050 10.00 54,519
Risk grade 11 11.00 46,828 11.00 55,034
Risk grade 12 12.00 30,980 12.00 31,683
Risk grade 13 13.00 1,985 13.00 2,225
Total other commercial 6.22 $ 4,089,486 6.16 $ 3,993,798
Commercial real estate:
Buildings, land and other
Risk grades 1-8 657 $ 3,135,623 653 $ 3,148,339
Risk grade 9 9.00 104,344 9.00 72,906
Risk grade 10 10.00 90,872 10.00 87,889
Risk grade 11 11.00 40,812 11.00 43,336
Risk grade 12 12.00 17,074 12.00 19,501
Risk grade 13 13.00 71 13.00 138
Total commercial real estate 6.82 $ 3,388,796 6.76 $ 3,372,109
Construction
Risk grades 1-8 698 $ 639,505 691 $ 617,805
Risk grade 9 9.00 41,422 9.00 8,003
Risk grade 10 10.00 1,900 10.00 1,323
Risk grade 11 11.00 62 11.00 64
Risk grade 12 12.00 2,740 12.00 2,793
Risk grade 13 13.00 — 13.00 —
Total construction 713 $ 685,629 6.97 $ 629,988

We have established maximum loan to value standarlle applied during the origination process ahowrcial and consumer real estate loans. We deulequently monitor loan-to-value
ratios (either individually or on a weighted-avezdupsis) for loans that are subsequently considerbe of a pass grade (grades 9 or better) acdfoent with respect to principal and interest
payments. As stated above, when an individual comialereal estate loan has a calculated risk gdEQ or higher, a special assets officer analyhesloan to determine whether the loan is
impaired. At that time, we reassess the loan taevalosition in the loan. If the loan is determitede collateral dependent, specific allocationshefallowance for loan losses are made for the
amount of any collateral deficiency. If a collatedaficiency is ultimately deemed to be uncolleletjithe amount is charged-off. These loans andegtlassessments of collateral position are
monitored on an individual, case-by-case basis.d@¢/aot monitor loan-to-value ratios on a weightgdrage basis for commercial real estate loans gawicalculated risk grade of 10 or higher.
Nonetheless, there were three commercial realeskstans having a calculated risk grade of 10 ohérign excess of $5 million
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as of March 31, 2015, which totaled $33.2 millisddad a weighted-average loan-to-value ratio pf@pmately 64.2%. When an individual consumer esthte loan becomes past due by more
than 10 days, the assigned relationship managkbedin collection efforts. We only reassess ttanlto value position in a consumer real estate ifpauring the course of the collections process,
it is determined that the loan has become collatipendent, and any collateral deficiency is recmef as a charge-off to the allowance for loasdgs Accordingly, we do not monitor loan-to-
value ratios on a weighted-average basis for esdtdependent consumer real estate loans.

Generally, a commercial loan, or a portion theréfcharged-off immediately when it is determind@ough the analysis of any available current feiahinformation with regards to the
borrower, that the borrower is incapable of sengainsecured debt, there is little or no prospachéar term improvement and no realistic strengtigeaction of significance is pending or, in the
case of secured debt, when it is determined, thraunglysis of current information with regards to oollateral position, that amounts due from tberdawver are in excess of the calculated current
fair value of the collateral. Notwithstanding ttedgoing, generally, commercial loans that becoas gue 180 cumulative days are charged-off. Gépeaaconsumer loan, or a portion thereof,
is charged-off in accordance with regulatory guited which provide that such loans be charged-tférmwwe become aware of the loss, such as fronggeting event that may include new
information about a borrower’s intent/ability topey the loan, bankruptcy, fraud or death, amongrathings, but in any event the charge-off mustab@n within specified delinquency time
frames. Such delinquency time frames state thaedkend retail loans (loans with pre-defined matutates, such as real estate mortgages, homey douits and consumer installment loans) that
become past due 120 cumulative days and open-&itloans (loans that roll-over at the end of etarin, such as home equity lines of credit) thabb®e past due 180 cumulative days should be
classified as a loss and charged-off.

Net (charge-offs)/recoveries, segregated by clakmas, were as follows:

Three Months Ended

March 31,
2015 2014

Commercial and industrial:

Energy $ 2 3 (13)

Other commercial (852) (1,683)
Commercial real estate:

Buildings, land and other (307) (1,618)

Construction 1 40
Consumer real estate (28) 23
Consumer and other (812) (631)

Total $ (1,996) $ (3,882)

In assessing the general economic conditions irsthte of Texas, management monitors and trackEdkas Leading Index (“TLI"), which is produced the Federal Reserve Bank of Dallas.
The TLI is a single summary statistic that is desijto signal the likelihood of the Texas econontigssition from expansion to recession and viasaieManagement believes this index provides
a reliable indication of the direction of overaikdit quality. The TLI is a composite of the follmg eight leading indicators: (i) Texas Value oé thollar, (ii) U.S. Leading Index, (iii) real oil
prices (iv) well permits, (v) initial claims for employment insurance, (vi) Texas Stock Index, (diglp-Wanted Index and (viii) average weekly howrgked in manufacturing. The TLI totaled
126.9 at February 28, 2015 (most recent date dlajland 129.4 at December 31, 2014. A higher Tdlue implies more favorable economic conditions.

Allowance for Loan LosseJhe allowance for loan losses is a reserve astedul through a provision for loan losses chargedxipense, which represents management's bestagstioh
probable losses that have been incurred withireitiging portfolio of loans. The allowance, in faegment of management, is necessary to reservesfonated loan losses and risks inherent in
the loan portfolio. Our allowance for loan loss hwatology follows the accounting guidance set famtk.S. generally accepted accounting principles e Interagency Policy Statement on the
Allowance for Loan and Lease Losses, which wastljpiissued by U.S. bank regulatory agencies. In tegard, our allowance for loan losses includéswance allocations calculated in
accordance with ASC Topic 310, “Receivables” arovednce allocations calculated in accordance wiCAT opic 450, “Contingencies.” Accordingly, the medology is based on historical loss
experience by type of credit and internal risk gragbecific homogeneous risk pools and specifis &ocations, with adjustments for current evemtd conditions. Our process for determining
the appropriate level of the allowance for loarséssis designed to account for credit deteriora®it occurs. The provision for loan losses reéfléoan quality trends, including the levels of and
trends related to non-accrual loans, past due Jgaotential problem loans, criticized loans and cterge-offs or recoveries, among other factorg pitovision for loan losses also reflects the
totality of actions taken on all loans for a pautés period. In other words, the amount of the mion reflects not only the necessary increasealénallowance for loan losses related to newly
identified criticized loans, but it also
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reflects actions taken related to other loans wlialy, among other things, any necessary increasgsoneases in required allowances for specifindaa loan pools.

The level of the allowance reflects managementigioaing evaluation of industry concentrations,@fie credit risks, loan loss and recovery expecigrcurrent loan portfolio quality, present
economic, political and regulatory conditions anmddentified losses inherent in the current loantfptio. Portions of the allowance may be allocafed specific credits; however, the entire
allowance is available for any credit that, in mgeraent’s judgment, should be charged off. While aga@ment utilizes its best judgment and informatwailable, the ultimate determination of
the appropriate level of the allowance is dependgoin a variety of factors beyond our control, udéhg, among other things, the performance of oanlportfolio, the economy, changes in
interest rates and the view of the regulatory aitike toward loan classifications. We monitor wi@tor not the allowance for loan loss allocationdel, as a whole, calculates an appropriate
level of allowance for loan losses that moves medticorrelation to the general macroeconomic aad portfolio conditions we experience over time.

Our allowance for loan losses consists of thremetds: (i) specific valuation allowances determiiredccordance with ASC Topic 310 based on problalsises on specific loans; (ii) historical
valuation allowances determined in accordance A8 Topic 450 based on historical loan loss expegéor similar loans with similar characteristized trends, adjusted, as necessary, to reflect
the impact of current conditions; and (iii) generaluation allowances determined in accordance A8IC Topic 450 based on general economic conditmusother risk factors both internal and
external to us.

The allowances established for probable lossegeaniftc loans are based on a regular analysis aabli@ion of problem loans. Loans are classifiegeldaon an internal credit risk grading
process that evaluates, among other things: (ipbligor's ability to repay; (ii) the underlying Rateral, if any; and (iii) the economic environntemnd industry in which the borrower operates.
This analysis is performed at the relationship ngandevel for all commercial loans. When a loan dasalculated grade of 10 or higher, a specialtasdécer analyzes the loan to determine
whether the loan is impaired and, if impaired, tieed to specifically allocate a portion of the wkmce for loan losses to the loan. Specific vatuaéllowances are determined by analyzing the
borrower’s ability to repay amounts owed, collateleficiencies, the relative risk grade of the l@ard economic conditions affecting the borrowentuistry, among other things.

Historical valuation allowances are calculated Hase the historical gross loss experience of sjgetipes of loans and the internal risk grade ahsloans at the time they were charged-off.
We calculate historical gross loss ratios for padlsimilar loans with similar characteristics béism the proportion of actual charge-offs expersehto the total population of loans in the pool.
The historical gross loss ratios are periodically [ess than annually) updated based on actuagjetatf experience. A historical valuation allowansestablished for each pool of similar loans
based upon the product of the historical gross tate and the total dollar amount of the loanghie pool. Our pools of similar loans include simlilarisk-graded groups of commercial and
industrial loans, commercial real estate loanssaorer real estate loans and consumer and othes. loan

The components of the general valuation allowamctude (i) the additional reserves allocated agslt of applying an environmental risk adjustmiutor to the base historical loss
allocation, (ii) the additional reserves allocatedloans to borrowers in distressed industries @ijdhe additional reserves allocated for growpsimilar loans with risk characteristics thategd
certain concentration limits established by managgm

The environmental adjustment factor is based upamee qualitative analysis of risk and is calcudaterough a survey of senior officers who are imedl in credit making decisions at a
corporate-wide and/or regional level. On a quartedsis, survey participants rate the degree abuwarrisks utilizing a numeric scale that trandati varying grades of high, moderate or low
levels of risk. The results are then input intasik-iveighting matrix to determine an appropriatgimmmental risk adjustment factor. The variougsithat may be considered in the determination
of the environmental adjustment factor include, aghother things, (i) the experience, ability anteetiveness of the bank’s lending management aaff; ti) the effectiveness of our loan
policies, procedures and internal controls; (ifipnges in asset quality; (iv) the impact of ledigaand governmental influences affecting indusigtors; (v) the effectiveness of the internahloa
review function; (vi) the impact of competition tman structuring and pricing; and (vii) the impa€trising interest rates on portfolio risk. In pmis where the surveyed risks are perceived to be
higher, the risk-weighting matrix will generallystdt in a higher environmental adjustment factdrich, in turn will result in higher levels of geaéwraluation allowance allocations. The opposite
holds true in periods where the surveyed riskpareeived to be lower.

General valuation allowances also include amouliteaed for loans to borrowers in distressed imdles. To determine the amount of the allocation dach loan portfolio segment,
management calculates the weighted-average risledca all loans to borrowers in distressed indestby loan portfolio segment. A multiple is theyphed to the amount by which the weighted-
average risk grade for loans to borrowers in disted industries exceeds the weighted-average nasledor all pass-grade loans within the loan pticfsegment to derive an allocation factor for
loans to borrowers in distressed industries. Theuarnof the allocation for each loan portfolio segrhis the product of this allocation factor and tlutstanding balance of pass-grade loans
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within the identified distressed industries thaténa risk grade of 6 or higher. Management idesgtifpotential distressed industries by analyzinqustig trends related to delinquencies,
classifications and charge-offs. At March 31, 2@hsl December 31, 2014, certain segments of cootsaetere considered to be a distressed industrydbass elevated levels of delinquencies,
classifications and charge-offs relative to othefuistries within our loan portfolio. Furthermoreg wetermined, through a review of borrower finahiribormation that, as a whole, contractors

have experienced, among other things, decreasedues, reduced backlog of work, compressed maagiddittle, if any, net income.

General valuation allowances also include allocatifor groups of loans with similar risk charactBcs that exceed certain concentration limitshdisiaed by management and/or our board of
directors. Concentration risk limits have been ld&hed, among other things, for certain industpaentrations, large balance and highly leverageditcrelationships that exceed specified risk
grades, and loans originated with policy, credd/ancollateral exceptions that exceed specifiskl grades. Additionally, general valuation allowesare provided for loans that did not undergo a
separate, independent concurrence review duringirtiderwriting process (generally those loans ui$de® million at origination). Our allowance methémlyy for general valuation allowances
also includes a reduction factor for recoveriepiadr charge-offs to compensate for the fact thatohical loss allocations are based upon grossgehaffs rather than net. The adjustment for
recoveries is based on the lower of annualized;-tgedate gross recoveries or the total gross reges for the preceding four quarters, adjustecenwhecessary, for expected future trends in
recoveries. General valuation allowances are dleoated for general macroeconomic risk relateduoent economic trends and other quantitative quditative factors that could impact our

loan portfolio segments.

The following table presents details of the alloesafor loan losses, segregated by loan portfoljpremst.

Commercial
and Commercial Consumer Consumer
Industrial Real Estate Real Estate and Other Unallocated Total
March 31, 2015
Historical valuation allowances 35,339 % 14,620 $ 2,046 $ 11,900 $ — 3 63,905
Specific valuation allowances 1,404 71 — — — 1,475
General valuation allowances:
Environmental risk adjustment 7,263 3,546 478 3,060 — 14,347
Distressed industries 2,762 234 — — — 2,996
Excessive industry concentrations 5,903 530 — — — 6,433
Large relationship concentrations 2,690 1,855 — — — 4,545
Highly-leveraged credit relationships 5,395 1,707 — — — 7,102
Policy exceptions 2,116 886 — — — 3,002
Credit and collateral exceptions 2,168 908 — — — 3,076
Loans not reviewed by concurrence 2,043 2,261 2,364 1,178 — 7,846
Adjustment for recoveries (5,199) (698) (212) (7,576) — (13,684)
General macroeconomic risk 2,829 1,185 230 421 — 4,665
Total 64,713 $ 27,105 $ 4907 $ 8983 $ — 3% 105,708
December 31, 2014
Historical valuation allowances 32,421 $ 14,684 $ 2,017 $ 10,482 $ — 3 59,604
Specific valuation allowances 1,613 67 — — — 1,680
General valuation allowances:
Environmental risk adjustment 6,773 3,547 474 2,683 — 13,477
Distressed industries 3,090 3 — — — 3,093
Excessive industry concentrations 2,114 378 — — — 2,492
Large relationship concentrations 2,248 1,559 — — — 3,807
Highly-leveraged credit relationships 3,958 1,347 — — — 5,305
Policy exceptions 1,907 875 — — — 2,782
Credit and collateral exceptions 1,483 681 — — — 2,164
Loans not reviewed by concurrence 2,110 2,284 2,336 1,176 — 7,906
Adjustment for recoveries (6,234) (1,800) (364) (7,439) — (15,837)
General macroeconomic risk 7,709 3,538 715 1,107 — 13,069
Total 59,192 $ 27,163 $ 5178 $ 8,009 $ —  $ 99,542
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We monitor whether or not the allowance for loasslallocation model, as a whole, calculates anogpiaite level of allowance for loan losses that esin direct correlation to the general
macroeconomic and loan portfolio conditions we egmee over time. In assessing the general macnoseic trends/conditions, we analyze trends in thmmonents of the TLI, as well as any
available information related to regional, natioaatl international economic conditions and eventstae impact such conditions and events may havescand our customers. With regard to
assessing loan portfolio conditions, we analyzendsein weighted-average portfolio risk-grades, sifeed and non-performing loans and charge-off végti In periods where general
macroeconomic and loan portfolio conditions are ideteriorating trend or remain at deteriorate@l\vbased on historical trends, we would expesew® the allowance for loan loss allocation
model, as a whole, calculate higher levels of negliallowances than in periods where general maormemic and loan portfolio conditions are in an ioying trend or remain at an elevated level,
based on historical trends.

The following table details activity in the allow@nfor loan losses by portfolio segment for the¢hmonths ended March 31, 2015 and 2014. Allocatfan portion of the allowance to one
category of loans does not preclude its availahititabsorb losses in other categories.

Commercial
and Commercial Consumer Consumer
Industrial Real Estate Real Estate and Other Unallocated Total
Three months ended:
March 31, 2015
Beginning balance $ 59,192 $ 27,163 $ 5178 $ 8,009 $ — 3 99,542
Provision for loan losses 6,371 248 (243) 1,786 — 8,162
Charge-offs (2,132) (478) (80) (2,805) — (5,495)
Recoveries 1,282 172 52 1,993 — 3,499
Net charge-offs (850) (306) (28) (812) — (1,996)
Ending balance $ 64,713 $ 27,105 $ 4907 $ 8,983 $ — 105,708
March 31, 2014
Beginning balance $ 52,790 $ 22,590 $ 5230 $ 5,010 $ 6,818 $ 92,438
Provision for loan losses 5,960 8 (720) 1,312 40 6,600
Charge-offs (2,367) (1,791) (22) (2,487) — (6,666)
Recoveries 671 213 44 1,856 — 2,784
Net charge-offs (1,696) (1,578) 23 (631) — (3,882)
Ending balance $ 57,054 $ 21,020 $ 4533 $ 5691 $ 6,858 $ 95,156
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The following table details the amount of the alkmee for loan losses allocated to each portfolgment as of March 31, 2015, December 31, 2014 amati31, 2014, detailed on the basis of
the impairment methodology we used:

Commercial
and Commercial Consumer Consumer
Industrial Real Estate Real Estate and Other Unallocated Total

March 31, 2015
Loans individually evaluated for impairment $ 1,404% 71 $ — 3 —  $ —  $ 1,475
Loans collectively evaluated for impairment 63,309 27,034 4,907 8,983 — 104,233

Balance at March 31, 2015 $ 64,713 $ 27,105 $ 4907 $ 8,983 $ — 3 105,708
December 31, 2014
Loans individually evaluated for impairment $ 1,613% 67 $ — 3 —  $ —  $ 1,680
Loans collectively evaluated for impairment 57,579 27,096 5,178 8,009 — 97,862

Balance at December 31, 2014 $ 59,192 $ 27,163 $ 5178 $ 8,009 % — % 99,542
March 31, 2014
Loans individually evaluated for impairment $ 2,731% 776 $ — 3 —  $ — % 3,507
Loans collectively evaluated for impairment 54,323 20,244 4,533 5,691 6,858 91,649

Balance at March 31, 2014 $ 57,054 $ 21,020 $ 4533 % 5691 $ 6,858 $ 95,156

he

—

Our recorded investment in loans as of March 3152@ecember 31, 2014 and March 31, 2014 related¢h balance in the allowance for loan lossesoptigho segment and detailed on
basis of the impairment methodology we used wdelksvs:

Commercial
and Commercial Consumer Consumer Unearned
Industrial Real Estate Real Estate and Other Discounts Total

March 31, 2015
Loans individually evaluated for impairment 31,631% 17,660 $ 568 $ —  $ —  $ 49,859
Loans collectively evaluated for impairment 5,87@,90 4,056,765 851,835 403,118 (23,668) 11,164,954

Ending balance $ 5,908,535 $ 4,074,425 $ 852,403 $ 403,118 $ (23,668) $ 11,214,813
December 31, 2014
Loans individually evaluated for impairment 32,496$ 20,499 $ 596 $ — 3 — 3 53,591
Loans collectively evaluated for impairment 5,735,24 3,981,598 848,455 393,601 (24,957) 10,933,944

Ending balance $ 5,767,743 $ 4,002,097 $ 849,051 $ 393,601 $ (24,957) $ 10,987,535
March 31, 2014
Loans individually evaluated for impairment 19,917% 21,340 $ 718 % 264 % — 3 42,239
Loans collectively evaluated for impairment 5,08®,80 3,474,799 818,279 352,056 (23,537) 9,708,406

Ending balance $ 5,106,726 $ 3,496,139 $ 818,997 $ 352,320 $ (23,537) % 9,750,645
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Note 5 - Goodwill and Other Intangible Assets

Goodwill and other intangible assets are presentétke table below.

Goodwill
Other intangible assets:

Core deposits
Customer relationships
Non-compete agreements

The estimated aggregate future amortization expfmsptangible assets remaining as of March 31,528 as follows:

Remainder of 2015
2016

2017

2018

2019

Thereafter

Note 6 - Deposits
Deposits were as follows:

Non-interest-bearing demand deposits:
Commercial and individual
Correspondent banks
Public funds

Total non-interest-bearing demand deposits

Interest-bearing deposits:

Private accounts:
Savings and interest checking
Money market accounts
Time accounts of $100,000 or more
Time accounts under $100,000
Total private accounts
Public funds:
Savings and interest checking
Money market accounts
Time accounts of $100,000 or more
Time accounts under $100,000
Total public funds
Total interest-bearing deposits
Total deposits

The following table presents additional informateimout our deposits:

Deposits from the Certificate of Deposit Accoungigry Service (CDARS)
Deposits from the Promontory Interfinancial Netwémkured Cash Sweep Service (acquired in the atiqnisf WNB)

Deposits from foreign sources (primarily Mexico)

March 31, December 31,
2015 2014
654,668 654,668
8,972 9,675
1,978 2,128
281 322
11,231 12,125
2,431
2,413
1,619
1,346
1,102
2,320
11,231
March 31, Percentage December 31, Percentage
2015 of Total 2014 of Total
9,186,477 38.0% 9,256,045 38.3%
367,977 1.5 429,000 1.8
477,496 2.0 464,016 1.9
10,031,950 415 10,149,061 42.0
4,917,918 20.3 4,743,963 19.7
7,889,909 32.7 7,860,403 32.6
480,604 2.0 490,209 2.0
429,845 1.8 454,220 1.9
13,718,276 56.8 13,548,795 56.2
297,449 1.3 326,090 1.4
53,003 0.2 57,145 0.2
47,711 0.2 53,684 0.2
1,233 — 1,155 —
399,396 1.7 438,074 1.8
14,117,672 58.5 13,986,869 58.0
24,149,622 100.0% 24,135,930 100.0%
March 31, December 31,
2015 2014
13,123 22,229
96,482 148,665
757,374 744,295
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Note 7 - Commitments and Contingencies

Financial Instruments with Off-Balance-Sheet Riskthe normal course of business, we enter iafdous transactions, which, in accordance with galyeaccepted accounting principles are
not included in our consolidated balance sheetselier into these transactions to meet the fingneaeds of our customers. These transactions iecachmitments to extend credit and standby
letters of credit, which involve, to varying degseelements of credit risk and interest rate niskxcess of the amounts recognized in the consgetidaalance sheets. We minimize our exposure to
loss under these commitments by subjecting theonetdit approval and monitoring procedures.

We enter into contractual commitments to extendlicreormally with fixed expiration dates or terration clauses, at specified rates and for spepifigposes. Substantially all of our
commitments to extend credit are contingent upastacuers maintaining specific credit standards attime of loan funding. Standby letters of cred# aritten conditional commitments we
issued to guarantee the performance of a custamarthird party. In the event the customer doespeoform in accordance with the terms of the agergmwith the third party, we would be
required to fund the commitment. The maximum pag¢atmount of future payments we could be requicethake is represented by the contractual amoutiteo€ommitment. If the commitment
were funded, we would be entitled to seek recofmy the customer. Our policies generally requivat tstandby letter of credit arrangements contagursty and debt covenants similar to those
contained in loan agreements.

We consider the fees collected in connection withissuance of standby letters of credit to beasgrtative of the fair value of our obligation urtdken in issuing the guarantee. In accordance
with applicable accounting standards related toantaes, we defer fees collected in connection thithissuance of standby letters of credit. The e then recognized in income proportionately
over the life of the standby letter of credit agneat. The deferred standby letter of credit fepsasent the fair value of our potential obligatioimgler the standby letter of credit guarantees.

Financial instruments with off-balance-sheet riskevas follows:

March 31, December 31,
2015 2014
Commitments to extend credit $ 8,033,631 $ 7,955,779
Standby letters of credit 248,267 248,360
Deferred standby letter of credit fees 1,798 1,942

Lease CommitmentsVe lease certain office facilities and office gupent under operating leases. Rent expense fapaliating leases totaled $7.7 million and $6.3ionilduring the three
months ended March 31, 2015 and 2014. There hasrxesignificant change in our expected future mumn lease payments since December 31, 2014. S&dideForm 10-K for information
regarding these commitments.

Litigation. We are subject to various claims and legal astibat have arisen in the course of conductingnegsi Management does not expect the ultimate siigpoof these matters to have a
material adverse impact on our financial statements

Note 8 - Capital and Regulatory Matters

Banks and bank holding companies are subject tiowaregulatory capital requirements administergatiate and federal banking agencies. Capital adsqguidelines and, additionally for
banks, prompt corrective action regulations, inealuantitative measures of assets, liabilities, @rthin off-balance-sheet items calculated unégulatory accounting practices. Capital amounts
and classifications are also subject to qualitgtidgments by regulators about components, risk/itgig and other factors.

The Basel Il Capital Rules became effective foll€@uFrost and Frost Bank on January 1, 2015 (sultifea phase-in period for certain provisions)a@itative measures established by the
Basel Il Capital Rules to ensure capital adequagyire the maintenance of minimum amounts andsdget forth in the table below) of Common Equitgr 1 capital, Tier 1 capital and Total
capital (as defined in the regulations) to risk-gited assets (as defined), and of Tier 1 capitatljosted quarterly average assets (as defined).

Cullen/Frost’s and Frost Bank’s Common Equity Tiezapital consists of common stock and related-jaahpital, net of treasury stock, and retainedhiegs. In connection with the adoption
of the Basel Il Capital Rules, we elected to opt-of the requirement to include most componentacgmulated other comprehensive income in Comnuuuityfe Tier 1. Common Equity Tier 1
for both Cullen/Frost and Frost Bank is reducedjbgdwill and other intangible assets, net of astedideferred tax liabilities and subject to traosiprovisions.

Tier 1 capital includes Common Equity Tier 1 calpaad additional Tier 1 capital. For Cullen/Froatiditional Tier 1 capital at March 31, 2015 inclad&l44.5 million of 5.375% non-
cumulative perpetual preferred stock and the alldevportion of the
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$133.0 million of trust preferred securities isstydour unconsolidated subsidiary trusts. UnderBhsel |1l Capital Rules, trust preferred secusiti® not qualify as Tier 1 capital instruments and
must be phased-out of Tier 1 capital. At March 3015, $33.3 million of trust preferred securitiesre included in Cullen/Frost's additional Tier Jital. Beginning January 1, 2016, trust
preferred securities may not be included in Tieafital. Trust preferred securities excluded fratdional Tier 1 capital may be included in Tiec&pital, without limitation. Frost Bank did not
have any additional Tier 1 capital beyond CommonitgdTier 1 as of March 31, 2015.

Total capital includes Tier 1 capital and Tier Jital. Tier 2 capital for both Cullen/Frost and srd@ank includes a permissible portion of the allose for loan losses. Tier 2 capital for
Cullen/Frost also includes trust preferred se@sithat were excluded from Tier 1 capital and dedlisubordinated debt. At March 31, 2015, CulleogEs Tier 2 capital included $99.7 million of
trust preferred securities and the permissibleigomdf our aggregate $100.0 million of floatingeaubordinated notes (which decreases 20% perdyeeug the final five years of the term of the
notes) totaling $20.0 million at March 31, 2015.r@agregate $100.0 million of floating rate suboaded notes mature on February 15, 2017. No podidhese notes will be permissible as a
component of Tier 2 capital subsequent to Febri&n2016.

Prior to January 1, 2015, Cullen/Frost's and FBetk’s Tier 1 capital consisted of total sharehdtequity excluding accumulated other comprehemgicome, goodwill and other intangible
assets. Tier 1 capital for Cullen/Frost also ineli$144.5 million of 5.375% non-cumulative perpefraferred stock and $133.0 million of trust pre¢el securities issued by our unconsolidated
subsidiary trusts. Cullen/Frost’s and Frost Barlkdsal capital was comprised of Tier 1 capital faclk entity plus a permissible portion of the alloag for loan losses and the permissible portion
of outstanding subordinated debt. The permissibiéign of our aggregate $100.0 million of floatirege subordinated notes totaled $40.0 million atébaber 31, 2014, and was included in total
capital of Cullen/Frost.

The Common Equity Tier 1 (beginning in 2015), Tieand Total capital ratios are calculated by dividihe respective capital amounts by risk-weiglassets. Risk-weighted assets are
calculated based on regulatory requirements arlddadotal assets, excluding goodwill and othearigible assets, allocated by risk weight categang, certain off-balance-sheet items, among
other things. The leverage ratio is calculatedilidihg Tier 1 capital by adjusted quarterly averdgtal assets, which exclude goodwill and othtarigible assets, among other things.

When fully phased in on January 1, 2019, the Blis€lapital Rules will require Cullen/Frost and Btdank to maintain (i) a minimum ratio of Commoaquiey Tier 1 capital to risk-weighted
assets of at least 4.5%, plus a 2.5% “capital geatien buffer” (which is added to the 4.5% Comnieguity Tier 1 capital ratio as that buffer is phdige effectively resulting in a minimum ratio
of Common Equity Tier 1 capital to risk-weightedsess of at least 7.0% upon full implementatiori),giminimum ratio of Tier 1 capital to risk-weigltt assets of at least 6.0%, plus the capital
conservation buffer (which is added to the 6.0%r Tieapital ratio as that buffer is phased in, effely resulting in a minimum Tier 1 capital ratdd 8.5% upon full implementation), (iii) a
minimum ratio of Total capital (that is, Tier 1 plTier 2) to risk-weighted assets of at least 8.5 the capital conservation buffer (which is edido the 8.0% total capital ratio as that buféer i
phased in, effectively resulting in a minimum tatapital ratio of 10.5% upon full implementatiomda(iv) a minimum leverage ratio of 4.0%, calcuthtes the ratio of Tier 1 capital to average
guarterly assets.

The implementation of the capital conservation &uifill begin on January 1, 2016 at the 0.625%llewel be phased in over a four-year period (inéngalsy that amount on each subsequent
January 1, until it reaches 2.5% on January 1, R01®e Basel Il Capital Rules also provide foraatintercyclical capital buffer” that is applicalieonly certain covered institutions and does not
have any current applicability to Cullen/Frost oo$t Bank.

The aforementioned capital conservation buffereisighed to absorb losses during periods of econstréss. Banking institutions with a ratio of Conmiequity Tier 1 capital to risk-weighted
assets above the minimum but below the conservatiffer (or below the combined capital conservatiaffer and countercyclical capital buffer, whem thtter is applied) will face constraints on
dividends, equity repurchases and compensatiordlmaséhe amount of the shortfall.

25




Table of Contents

The following table presents actual and requirguitahratios as of March 31, 2015 for Cullen/Frastl Frost Bank under the Basel Ill Capital Ruldse Tinimum required capital amounts
presented include the minimum required capitallkeas of March 31, 2015 based on the phase-in gioms of the Basel Il Capital Rules and the minimeequired capital levels as of January 1,
2019 when the Basel Il Capital Rules have beely fatased-in. Capital levels required to be considevell capitalized are based upon prompt coweciction regulations, as amended to reflect
the changes under the Basel Ill Capital Rules.

Required to be

Minimum Capital Required - Basel IlI Minimum Capital Required - Basel IlI Considered Well

Actual Phase-In Schedule Fully Phased-In Capitalized
Capital Capital Capital Capital
Amount Ratio Amount Ratio Amount Ratio Amount Ratio
March 31, 2015
Common Equity Tier 1 to Risk-Weighted
Assets
Cullen/Frost $ 1,957,452 11.55% $ 762,847 450% $ 1,186,195 7.00% $ 1,101,890 6.50%
Frost Bank 2,018,046 11.95 760,250 4.50 1,182,155 7.00 1,098,139 6.50
Tier 1 Capital to Risk-Weighted Assets
Cullen/Frost 2,135,188 12.60 1,017,129 6.00 1,440,379 8.50 1,356,172 8.00
Frost Bank 2,018,046 11.95 1,013,666 6.00 1,435,474 8.50 1,351,555 8.00
Total Capital to Risk-Weighted Assets
Cullen/Frost 2,360,646 13.93 1,356,172 8.00 1,779,292 10.50 1,695,215 10.00
Frost Bank 2,123,754 12.57 1,351,555 8.00 1,773,232 10.50 1,689,444 10.00
Leverage Ratio
Cullen/Frost 2,135,188 7.89 1,083,075 4.00 1,082,814 4.00 1,353,843 5.00
Frost Bank 2,018,046 7.46 1,081,781 4.00 1,081,520 4.00 1,352,226 5.00

The following table presents actual and requirgutabratios as of December 31, 2014 for CullengFend Frost Bank under the regulatory capitalsrthen in effect.

Minimum Required
for Capital Adequacy

Required to be
Considered Well

Actual Purposes Capitalized
Capital Capital Capital
Amount Ratio Amount Ratio Amount Ratio
December 31, 2014
Tier 1 Capital to Risk-Weighted Assets
Cullen/Frost $ 2,186,276 13.68% $ 639,398 4.00% $ 959,098 6.00%
Frost Bank 1,979,415 12.41 637,929 4.00 956,894 6.00
Total Capital to Risk-Weighted Assets
Cullen/Frost 2,325,818 14.55 1,278,797 8.00 1,598,496 10.00
Frost Bank 2,071,012 12.99 1,275,858 8.00 1,594,823 10.00
Leverage Ratio
Cullen/Frost 2,186,276 8.16 1,072,035 4.00 1,340,043 5.00
Frost Bank 1,979,415 7.40 1,070,109 4.00 1,337,636 5.00

As of March 31, 2015, capital levels at Cullen/Frasd Frost Bank exceed all capital adequacy rements under the Basel Il Capital Rules on a fphysed-in basis. Based on the ratios
presented above, capital levels as of March 315 20 Cullen/Frost and Frost Bank exceed the minirfevels necessary to be considered “well capitdlize

Cullen/Frost and Frost Bank are subject to the leggry capital requirements administered by theefFaldReserve, and, for Frost Bank, the Federal Bieprasurance Corporation (“FDIC”).
Regulatory authorities can initiate certain mandasetions if Cullen/Frost or Frost Bank fail to edéhe minimum capital requirements, which couldeha direct material effect on our financial
statements. Management believes, as of March 3B, 20at Cullen/Frost and Frost Bank meet all @éhpitiequacy requirements to which they are subject.
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Stock Repurchase Plarfsrom time to time, our board of directors has atiieal stock repurchase plans. In general, stockrobase plans allow us to proactively manage opitalgposition
and return excess capital to shareholders. Sharebgsed under such plans also provide us witrest@Ercommon stock necessary to satisfy obligatietzged to stock compensation awards. We
did not have any active stock repurchase plan$ B&acch 31, 2015.

Dividend RestrictionsIn the ordinary course of business, we are degmngpon dividends from Frost Bank to provide fufmsthe payment of dividends to shareholders angdrovide for
other cash requirements. Banking regulations nmajt the amount of dividends that may be paid. Apptdy regulatory authorities is required if théeet of dividends declared would cause the
regulatory capital of Frost Bank to fall below sified minimum levels. Approval is also requireddi¥/idends declared exceed the net profits for yleatr combined with the retained net profits for
the preceding two years. Under the foregoing divitieestrictions and while maintaining its “well dafized” status, at March 31, 2015, Frost Bankldqay aggregate dividends of up to $307.7
million to Cullen/Frost without prior regulatory ppoval.

Under the terms of the junior subordinated defderaiterest debentures that we have issued to @HHest Capital Trust Il and WNB Capital Trust lewave the right at any time during the
term of the debentures to defer the payment ofésteat any time or from time to time for an extengeriod not exceeding 20 consecutive quarteslyopls with respect to each extension period.
In the event that we have elected to defer intemedhe debentures, we may not, with certain exoept declare or pay any dividends or distributionsour capital stock or purchase or acquire any
of our capital stock.

Under the terms of our Series A Preferred Stockhénevent that we do not declare and pay dividemdsur Series A Preferred Stock for the most redendend period, we may not, with
certain exceptions, declare or pay dividends opuochase, redeem or otherwise acquire, sharasrafommon stock or any of our securities that rjamkor to our Series A Preferred Stock.

Note 9 - Derivative Financial Instruments

The fair value of derivative positions outstandiagncluded in accrued interest receivable androfissets and accrued interest payable and othditiées in the accompanying consolidated
balance sheets and in the net change in eachs# flmiancial statement line items in the accompangonsolidated statements of cash flows.

Interest Rate Derivative§Ve utilize interest rate swaps, caps and floomnitigate exposure to interest rate risk and tdlifate the needs of our customers. Our objectieeautilizing these
derivative instruments is described below:

We have entered into certain interest rate swapracts that are matched to specific fixed-rate cenunal loans or leases that we have entered intfo @ir customers. These contracts have
been designated as hedging instruments to hedgeskhef changes in the fair value of the undedygommercial loan/lease due to changes in intea¢ss. The related contracts are structured so
that the notional amounts reduce over time to galyamatch the expected amortization of the undegyoan/lease.

During 2007, we entered into three interest ratapseontracts on variable-rate loans with a totalonal amount of $1.2 billion. The interest rateapacontracts were designated as hedging
instruments in cash flow hedges with the objectifg@rotecting the overall cash flows from our mdwptimterest receipts on a rolling portfolio of $1bfllion of variable-rate loans outstanding
throughout the 84-month period beginning in Octod@d7 and ending in October 2014 from the risk afiability of those cash flows such that the yieldthe underlying loans would remain
constant. As more fully discussed in the 2014 Fb@aK, we terminated portions of the hedges andeskefiortions of the interest rate swap contractinduNovember 2009 and terminated the
remaining portions of the hedges and settled theaiging portions of the interest rate swap congraciring November 2010. The accumulated gain orintieeest rate swaps upon settlement was
deferred and amortized over the original liveshsf tinderlying swap contracts. The amortizationhef deferred accumulated gain ended in October 2844f March 31, 2014, the deferred
accumulated gain applicable to the settled interst swap contracts included in accumulated atbemprehensive income totaled $21.3 million ($13iBion on an after-tax basis), all of which
was recognized in interest income during 2014.

We have entered into certain interest rate swapaoa floor contracts that are not designated dgihg instruments. These derivative contracts ediatransactions in which we enter into an
interest rate swap, cap and/or floor with a custowtgle at the same time entering into an offsettinterest rate swap, cap and/or floor with a tipiagity financial institution. In connection with
each swap transaction, we agree to pay interdbetoustomer on a notional amount at a variabkrést rate and receive interest from the customexr similar notional amount at a fixed interest
rate. At the same time, we agree to pay a thirtiydarancial institution the same fixed interesteran the same notional amount and receive the sanmble interest rate on the same notional
amount. The transaction allows our customer tocéffely convert a variable rate loan to a fixecerddecause we act as an intermediary for our custorhanges in the fair value of the underlying
derivative contracts for the most part offset eaitter and do not significantly impact our result®perations.
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The notional amounts and estimated fair valuesitefrést rate derivative contracts are presentéakiriollowing table. We obtain dealer quotations&tue our interest rate derivative contracts
designated as hedges of cash flows, while thevédires of other interest rate derivative contracésestimated utilizing internal valuation modeldwebservable market data inputs.

March 31, 2015 December 31, 2014
Notional Estimated Notional Estimated
Amount Fair Value Amount Fair Value
Derivatives designated as hedges of fair value:
Financial institution counterparties:
Loan/lease interest rate swaps — assets $ 23,422 $ 138 % 31,614 $ 469
Loan/lease interest rate swaps — liabilities 40,740 (3,143) 37,672 (3,179)
Non-hedging interest rate derivatives:
Financial institution counterparties:
Loan/lease interest rate swaps — assets — — 69,842 719
Loan/lease interest rate swaps — liabilities 862,403 (47,039) 765,979 (38,952)
Loan/lease interest rate caps — assets 81,058 1,055 73,058 1,003
Customer counterparties:
Loan/lease interest rate swaps — assets 862,403 46,995 765,979 38,910
Loan/lease interest rate swaps — liabilities — — 69,842 (719)
Loan/lease interest rate caps — liabilities 81,058 (1,055) 73,058 (2,003)

The weighted-average rates paid and received ferdst rate swaps outstanding at March 31, 20186 a@follows:

Weighted-Average

Interest Interest
Rate Rate
Paid Received
Interest rate swaps:
Fair value hedge loan/lease interest rate swaps 2.70% 0.17%
Non-hedging interest rate swaps — financial institucounterparties 4.04% 1.74%
Non-hedging interest rate swaps — customer cousnutiéep 1.74% 4.04%

The weighted-average strike rate for outstanditey@st rate caps was 2.98% at March 31, 2015.

Commodity DerivativesWe enter into commodity swaps and option contrtwas are not designated as hedging instrumentsapity to accommodate the business needs of ouommess.
Upon the origination of a commodity swap or optemmtract with a customer, we simultaneously entar an offsetting contract with a third party firéad institution to mitigate the exposure to
fluctuations in commaodity prices.

The notional amounts and estimated fair valuesoofimedging commodity swap and option derivativetjpss outstanding are presented in the followiaigi¢. \WWe obtain dealer quotations and
use internal valuation models with observable nadia¢a inputs to value our commodity derivativeiposs.

March 31, 2015 December 31, 2014
Notional Notional Estimated Notional Estimated
Units Amount Fair Value Amount Fair Value
Financial institution counterparties:
Oil — assets Barrels 724 $ 15,137 470 $ 14,357
Oil — liabilities Barrels 538 (2,121) 197 (1,670)
Natural gas — assets MMBTUs 9,385 11,489 12,235 12,707
Natural gas — liabilities MMBTUs 11,985 (3,591) 16,755 (4,095)
Customer counterparties:
Oil — assets Barrels 547 2,124 197 1,670
Oil — liabilities Barrels 715 (15,100) 470 (14,318)
Natural gas — assets MMBTUs 11,985 3,591 16,755 4,095
Natural gas — liabilities MMBTUs 9,385 (11,435) 12,235 (12,646)
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Foreign Currency DerivativedNe enter into foreign currency forward contrabitst are not designated as hedging instrumentsapitinto accommodate the business needs of oupmgss.
Upon the origination of a foreign currency denornggatransaction with a customer, we simultaneoestgr into an offsetting contract with a third géihancial institution to negate the exposure
to fluctuations in foreign currency exchange rat¥e. also utilize foreign currency forward contratttat are not designated as hedging instrumentstigate the economic effect of fluctuations in
foreign currency exchange rates on foreign currdragings and certain short-term, non-U.S. dollen@minated loans. The notional amounts and faiesabf open foreign currency forward
contracts were as follows:

March 31, 2015 December 31, 2014
Notional Notional Estimated Notional Estimated
Currency Amount Fair Value Amount Fair Value
Financial institution counterparties:
Forward contracts — assets EUR 790 $ 11 936 $ 7
Forward contracts — assets CAD 22,384 329 24,724 659
Forward contracts - assets GBP 486 2 — —
Forward contracts — liabilities GBP — — 544 (2)
Customer counterparties:
Forward contracts — liabilities CAD 22,339 (284) 24,680 (615)

Gains, Losses and Derivative Cash Flowser fair value hedges, the changes in the fdirevaf both the derivative hedging instrument amel hedged item are included in other non-interest
income or other non-interest expense. The exteattsiich changes in fair value do not offset remtsskedge ineffectiveness. Net cash flows fronréstierate swaps on commercial loans/leases
designated as hedging instruments in effective éed{ fair value are included in interest incomdaans. For cash flow hedges, the effective portibthe gain or loss due to changes in the fair
value of the derivative hedging instrument is indled in other comprehensive income, while the imtiffe portion (indicated by the excess of the cuatiué change in the fair value of the
derivative over that which is necessary to offeetc¢umulative change in expected future cash flowthe hedge transaction) is included in other interest income or other non-interest expense.
Net cash flows from interest rate swaps on variaéle loans designated as hedging instrumentsféctefe hedges of cash flows and the reclassificatrom other comprehensive income of
deferred gains associated with the terminatiorho$¢ hedges are included in interest income orsldar non-hedging derivative instruments, gairglasses due to changes in fair value and all
cash flows are included in other non-interest ine@nd other non-interest expense.

Amounts included in the consolidated statementaaaime related to interest rate derivatives deseghas hedges of fair value were as follows:

Three Months Ended

March 31,
2015 2014
Commercial loan/lease interest rate swaps:
Amount of gain (loss) included in interest inconmeloans $ (425) % (539)
Amount of (gain) loss included in other non-intéregpense — 9

Amounts included in the consolidated statementsy@dme and in other comprehensive income for th@ogeaelated to interest rate derivatives desighate hedges of cash flows were as
follows:

Three Months Ended

March 31,
2015 2014
Interest rate swaps/caps/floors on variable-ratado
Amount reclassified from accumulated other compnehe income
to interest income on loans $ —  $ 9,345

No ineffectiveness related to interest rate deineatdesignated as hedges of cash flows was recadjimi the consolidated statements of income duhageported periods. The amortization of
the deferred accumulated gain applicable to seitietest rate swap contracts ended in October.28484f March 31, 2014, the deferred accumulated gpplicable to the settled interest rate
swap contracts included in accumulated other cohgmgive income totaled $21.3 million ($13.8 milliam an after-tax basis), all of which was recogaiireinterest income during 2014.
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As stated above, we enter into non-hedge relateiatdiwe positions primarily to accommodate the ibass needs of our customers. Upon the originatioa derivative contract with a
customer, we simultaneously enter into an offsgttiarivative contract with a third party financiastitution. We recognize immediate income baseshupe difference in the bid/ask spread of the
underlying transactions with our customers andthivel party. Because we act only as an intermedmarpur customer, subsequent changes in the &hirevof the underlying derivative contracts
for the most part offset each other and do notifsagmtly impact our results of operations.

Amounts included in the consolidated statementaaifme related to non-hedging interest rate, conitpaahd foreign currency derivative instruments presented in the table below.

Three Months Ended

March 31,
2015 2014

Non-hedging interest rate derivatives:

Other non-interest income $ 1,322 % 221

Other non-interest expense 2 —
Non-hedging commaodity derivatives:

Other non-interest income 28 82
Non-hedging foreign currency derivatives:

Other non-interest income 45 37

Counterparty Credit RiskDerivative contracts involve the risk of dealingttwboth bank customers and institutional derivatsounterparties and their ability to meet contracterms.
Institutional counterparties must have an investngeade credit rating and be approved by our Asisiiflity Management Committee. Our credit exposoneinterest rate swaps is limited to the
net favorable value and interest payments of adpsiby each counterparty, while our credit exposureommodity swaps/options and foreign curreneywéod contracts is limited to the net
favorable value of all contracts by each countdyp&redit exposure may be reduced by the amounbliditeral pledged by the counterparty. Thererareredit-risk-related contingent features
associated with any of our derivative contractsit&le derivative contracts with upstream finandratitution counterparties may be terminated wehpect to a party in the transaction, if such
party does not have at least a minimum level radisgjgned to either its senior unsecured long-te¥ or its deposit obligations by certain thirdtpaating agencies.

Our credit exposure relating to interest rate sywapsmmodity swaps/options and foreign currency fodvcontracts with bank customers was approxima#é®.0 million at March 31, 2015.
This credit exposure is partly mitigated as tratieas with customers are generally secured by thlateral, if any, securing the underlying trangattbeing hedged. Our credit exposure, net of
collateral pledged, relating to interest rate swapsimodity swaps/options and foreign currency fmdwcontracts with upstream financial institutiamucterparties was approximately $9.2 million
at March 31, 2015. This amount was primarily radateexcess collateral we posted to counterpaddieBateral levels for upstream financial instituticounterparties are monitored and adjusted as
necessary. See Note 10 — Balance Sheet Offsettiragflitional information regarding our credit espce with upstream financial institution countetiga.

The aggregate fair value of securities we postetbHateral related to derivative contracts totah23.6 million at March 31, 2015. At such date,aleo had $19.4 million in cash collateral on
deposit with other financial institution counterias.
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Note 10 - Balance Sheet Offsetting and Repur chase Agreements

Balance Sheet Offsetting. Certain financial instruments, including resellaepurchase agreements, securities lending amrsemge and derivatives, may be eligible for offsethie consolidated
balance sheet and/or subject to master nettinqi@eraents or similar agreements. Our derivativestrations with upstream financial institution coupseties are generally executed under
International Swaps and Derivative Association PFS) master agreements which include “right of séft- provisions. In such cases there is generallegally enforceable right to offset
recognized amounts and there may be an intentisattle such amounts on a net basis. Nonethelesdpwot generally offset such financial instrursdot financial reporting purposes.

Information about financial instruments that aigible for offset in the consolidated balance staetdf March 31, 2015 is presented in the followtadgles.

Gross Amount Gross Amount Net Amount
Recognized Offset Recognized
March 31, 2015
Financial assets:
Derivatives:
Loan/lease interest rate swaps and caps $ 1,193 $ —  $ 1,193
Commodity swaps and options 26,626 — 26,626
Foreign currency forward contracts 342 — 342
Total derivatives 28,161 — 28,161
Resell agreements 9,642 — 9,642
Total $ 37,803 $ — 37,803
Financial liabilities:
Derivatives:
Loan/lease interest rate swaps $ 50,182 $ — 8 50,182
Commodity swaps and options 5,712 — 5,712
Total derivatives 55,894 — 55,894
Repurchase agreements 593,107 — 593,107
Total $ 649,001 $ — 649,001

Gross Amounts Not Offset

Net Amount Financial Net
Recognized Instruments Collateral Amount
March 31, 2015
Financial assets:
Derivatives:
Counterparty A $ 695 $ (695) $ — 3 —
Counterparty B 18,651 (10,671) (6,496) 1,484
Counterparty C 5,903 (5,903) — —
Other counterparties 2,912 (1,954) (947) 11
Total derivatives 28,161 (19,223) (7,443) 1,495
Resell agreements 9,642 — (9,642) —
Total $ 37,803 $ (19,223) $ (17,085) $ 1,495
Financial liabilities:
Derivatives:
Counterparty A $ 20,440 $ (695) $ (19,121) $ 624
Counterparty B 10,671 (10,671) — —
Counterparty C 6,998 (5,903) (1,095) —
Other counterparties 17,785 (1,954) (15,092) 739
Total derivatives 55,894 (19,223) (35,308) 1,363
Repurchase agreements 593,107 — (593,107) —
Total $ 649,001 $ (19,223) $ (628,415) $ 1,363
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Information about financial instruments that aiigible for offset in the consolidated balance slaetdf December 31, 2014 is presented in the faliguables.

December 31, 2014
Financial assets:
Derivatives:

Loan/lease interest rate swaps and caps

Commaodity swaps and options
Foreign currency forward contracts
Total derivatives
Resell agreements
Total
Financial liabilities:
Derivatives:
Loan/lease interest rate swaps
Commodity swaps and options
Foreign currency forward contracts
Total derivatives
Repurchase agreements
Total

December 31, 2014
Financial assets:
Derivatives:
Counterparty A
Counterparty B
Counterparty C
Other counterparties
Total derivatives
Resell agreements
Total
Financial liabilities:
Derivatives:
Counterparty A
Counterparty B
Counterparty C
Other counterparties
Total derivatives
Repurchase agreements
Total

Gross Amount Gross Amount Net Amount
Recognized Offset Recognized

2,191 % — % 2,191
27,064 — 27,064
666 — 666
29,921 — 29,921
9,642 — 9,642
39,563 $ — 39,563
42,131 $ — 3 42,131
5,765 — 5,765
2 — 2
47,898 — 47,898
791,119 — 791,119
839,017 $ — 3 839,017

Gross Amounts Not Offset

Net Amount Financial Net
Recognized Instruments Collateral Amount

627 (627) — % —
17,308 (9,506) (4,925) 2,877
7,991 (7,539) — 452
3,995 (2,764) (1,110) 121
29,921 (20,436) (6,035) 3,450
9,642 — (9,642) —
39,563 (20,436) $ (15,677) $ 3,450
18,653 (627) (17,626) $ 400
9,506 (9,506) — —
7,539 (7,539) — —
12,200 (2,764) (8,681) 755
47,898 (20,436) (26,307) 1,155
791,119 — (791,119) —
839,017 (20,436) $ (817,426) $ 1,155

32




Table of Contents

Repurchase Agreemen®@e utilize securities sold under agreements torekase to facilitate the needs of our customerg@fakilitate secured short-term funding needsu8iies sold under
agreements to repurchase are stated at the amiocaioreceived in connection with the transactidie. monitor collateral levels on a continuous ha#le may be required to provide additional
collateral based on the fair value of the unded\securities. Securities pledged as collateral urefgirchase agreements are maintained with oeksaping agents.

The remaining contractual maturity of the secusits®ld under agreements to repurchase in the d¢datzl balance sheets as of March 31, 2015 andnilme3l, 2014 is presented in the

following tables.

Remaining Contractual Maturity of the Agreements

Overnight and Continuous Up to 30 Days 30-90 Days Greater than 90 Days Total
March 31, 2015
Repurchase agreements:
U.S. Treasury $ 363,374 — 3 — 3 — 3 363,374
Residential mortgage-backed securities 217,855 — 11,878 — 229,733
Total borrowings $ 581,229 — % 11,878 $ — % 593,107
Gross amount of recognized liabilities for repusghagreements $ 593,107
Amounts related to agreements not included in tffggdisclosures above $ =
December 31, 2014
Repurchase agreements:
U.S. Treasury $ 427,402 — 3 — 3 — 3 427,402
Residential mortgage-backed securities 355,187 — 8,530 — 363,717
Total borrowings $ 782,589 — 3 8,530 $ —  $ 791,119
Gross amount of recognized liabilities for repusgagreements $ 791,119
Amounts related to agreements not included in tiffgedisclosures above $ —
Note 11 - Stock-Based Compensation
A combined summary of activity in our active stdzksed compensation plans is presented in the fioliptable.
Non-Vested Stock
Awards/Stock Units Stock Options
Outstanding Outstanding
Weighted- Weighted-
Shares Average Average
Available Stock Units Number Grant-Date Number Exercise
for Grant Outstanding of Shares Fair Value of Shares Price
Balance, January 1, 2015 1,973,427 38,867 175,490 $ 60.55 5,029,882 $ 58.99
Authorized — — — — — —
Granted — — — — — —
Stock options exercised — — — — (14,350) 50.74
Stock awards vested — — — — — —
Forfeited 5,191 — — — (5,191) 65.97
Canceled/expired — — — — (193) 71.39
Balance, March 31, 2015 1,978,618 38,867 175490 $ 60.55 5,010,148 $ 59.00
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Shares issued in connection with stock compensaticards are issued from available treasury shHrae.treasury shares are available, new shareissued from available authorized shares.
Shares issued in connection with stock compensatiards along with other related information wesdalows:

Three Months Ended

March 31,
2015 2014
New shares issued from available authorized shares — —
Issued from available treasury stock 14,350 329,825
Total 14,350 329,825
Proceeds from stock option exercises $ 728 % 17,279

Stock-based compensation expense is recognizdualyrateer the requisite service period for all awsar@ihe service period generally matches the vegtamgpd for most awards; however, the
service period for certain executive officers dnesextend past the date they reach 65 years ofsigek-based compensation expense was as follows:

Three Months Ended

March 31,
2015 2014
Stock options $ 2,166 $ 1,770
Non-vested stock awards/stock units 396 366
Deferred stock units — —
Total $ 2562 % 2,136
Unrecognized stock-based compensation expenserahMa, 2015 was as follows:
Stock options $ 19,832
Non-vested stock awards/stock units 2,042
Total $ 21,874
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Note 12 - Earnings Per Common Share

Earnings per common share is computed using thelags method. Basic earnings per common sha@ipuated by dividing net earnings allocated to commsimck by the weighted-average
number of common shares outstanding during thecgipé period, excluding outstanding participatsggurities. Participating securities include nosted stock awards/stock units and deferred
stock units, though no actual shares of commorkstelated to non-vested stock units and deferredkstinits have been issued. Non-vested stock aygtwdk units and deferred stock units are
considered participating securities because holdethese securities receive non-forfeitable diadie at the same rate as holders of our common.siikiked earnings per common share is

computed using the weighted-average number of stdatermined for the basic earnings per commorest@mnputation plus the dilutive effect of stock gansation using the treasury stock
method.

The following table presents a reconciliation of imeome available to common shareholders, netimgsrallocated to common stock and the number afeshused in the calculation of basic
and diluted earnings per common share.

Three Months Ended

March 31,
2015 2014
Net income $ 72,163 $ 61,188
Less: Preferred stock dividends 2,016 2,016
Net income available to common shareholders 70,147 59,172
Less: Earnings allocated to participating secusitie 237 226
Net earnings allocated to common stock $ 69,910 $ 58,946
Distributed earnings allocated to common stock $ 32,179 $ 30,371
Undistributed earnings allocated to common stock 37,731 28,575
Net earnings allocated to common stock $ 69,910 $ 58,946
Weighted-average shares outstanding for basicreggier common share 63,094,391 60,701,280
Dilutive effect of stock compensation 685,043 886,260
Weighted-average shares outstanding for dilutedirgs per common share 63,779,434 61,587,540

Note 13 - Defined Benefit Plans
The components of the combined net periodic exp@reeefit) for our defined benefit pension plansevas follows:

Three Months Ended

March 31,
2015 2014
Expected return on plan assets, net of expenses $ (2,983) $ (3,129)
Interest cost on projected benefit obligation 2,052 2,001
Net amortization and deferral 1,749 672
Net periodic expense (benefit) $ 818 % (456)

Our non-qualified defined benefit pension planas funded. No contributions to the qualified detifeenefit pension plan were made during the threeths ended March 31, 2015. We do not
expect to make any contributions to the qualifiefiried benefit plan during the remainder of 2015.
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Note 14 - Income Taxes

Income tax expense was as follows:

Current income tax expense
Deferred income tax expense (benefit)
Income tax expense, as reported

Effective tax rate

Three Months Ended

March 31,
2015 2014
15,830 $ 14,029
(3,748) (1,933)
12,082 $ 12,096
14.3% 16.5%

Net deferred tax liabilities totaled $62.7 milliah March 31, 2015 and $56.6 million at December2.4. No valuation allowance for deferred tax tsgas recorded at March 31, 2015 as
management believes it is more likely than not #ibof the deferred tax assets will be realizeddose they were supported by recoverable taxesirpaidor years. There were no unrecognized
tax benefits during any of the reported periodgerkst and/or penalties related to income taxeseqerted as a component of income tax expensér &mounts were not significant during the

reported periods.

We file income tax returns in the U.S. federalgdittion. We are no longer subject to U.S. fedmm@me tax examinations by tax authorities for gdsefore 2011.

Note 15 - Other Comprehensive Income (Loss)

The before and after tax amounts allocated to eachponent of other comprehensive income (loss)pagsented in the following table. Reclassificatajustments related to securities
available for sale are included in net gain (lass)securities transactions in the accompanyingamtated statements of income. The change in thactearial gain/loss on defined-benefit post-
retirement benefit plans is included in the compaotaof net periodic pension expense (see Note D&fined Benefit Plans). Reclassification adjusttaerlated to interest rate swaps on variable-
rate loans are included in interest income and dedsans in the accompanying consolidated statesyarincome.

Three Months Ended
March 31, 2015

Three Months Ended
March 31, 2014

Securities available for sale and transferred $testr

Change in net unrealized gain/loss during the perio $

Change in net unrealized gain on securities trareste¢o held to maturity
Reclassification adjustment for net (gains) logselided in net income

Total securities available for sale and transfes@clrities
Defined-benefit post-retirement benefit plans:
Change in the net actuarial gain/loss
Derivatives:

Reclassification adjustment for gains on interagt swaps on variable-rate
loans included in net income

Total derivatives

Total other comprehensive income (loss) $

Before Tax Tax Expense, Net of Tax Tax Expense, Net of Tax
Amount (Benefit) Amount (Benefit) Amount
34527 $ 12,084 $ 22,443 21,431 $ 7501 $ 13,930
(7,887) (2,760) (5,127) 1@8) (3,219) (5,979)
(228) (80) (148) — — —
26,412 9,244 17,168 12,233 4,282 7,951
1,749 612 1,137 672 235 437
— — — (9,345) (3,271) (6,074)
— — — (9,345) (3,271) (6,074)
28,161 $ 9,856 $ 18,305 3,560 $ 1,246 $ 2,314

36




Table of Contents

Activity in accumulated other comprehensive incdfoss), net of tax, was as follows:

Accumulated

Securities Defined Other
Available Benefit Comprehensive
For Sale Plans Derivatives Income
Balance January 1, 2015 $ 190,589 $ (48,775) $ — $ 141,814
Other comprehensive income (loss) before reclassifins 17,316 1,137 — 18,453
Amounts reclassified from accumulated other comgmstve income (loss) (148) — — (148)
Net other comprehensive income (loss) during period 17,168 1,137 — 18,305
Balance March 31, 2015 $ 207,757 % (47,638) $ — $ 160,119
Balance January 1, 2014 $ 146,672 $ (26,131) $ 19,893 $ 140,434
Other comprehensive income (loss) before reclassifins 7,951 437 — 8,388
Amounts reclassified from accumulated other comgmstve income (loss) — — (6,074) (6,074)
Net other comprehensive income (loss) during period 7,951 437 (6,074) 2,314
Balance March 31, 2014 $ 154,623 $ (25,694) $ 13,819 $ 142,748

Note 16 — Operating Segments

We are managed under a matrix organizational streethereby our two primary operating segmentskBanand Frost Wealth Advisors, overlap a regiaeglbrting structure. The regions are
primarily based upon geographic location and inelddistin, Corpus Christi, Dallas, Fort Worth, Haurst Permian Basin, Rio Grande Valley, San Antomd &tatewide. We are primarily
managed based on the line of business structuthatrregard, all regions have the same lines siness, which have the same product and serviegirf, have similar types and classes of
customers and utilize similar service delivery noelh Pricing guidelines for products and servicestlae same across all regions. The regional reygostructure is primarily a means to scale the
lines of business to provide a local, communityufotor customer relations and business development.

Banking and Frost Wealth Advisors are delineatedhsyproducts and services that each segment offes Banking operating segment includes both comialeand consumer banking
services, Frost Securities, Inc. and Frost Inswahgency. Commercial banking services are provigedorporations and other business clients andidiecla wide array of lending and cash
management products. Consumer banking servicesdadlirect lending and depository services. Frostiiance Agency provides insurance brokerage ssntix individuals and businesses
covering corporate and personal property and caspedducts, as well as group health and life iaae products and human resources consulting esnficost Securities, Inc. provides advisory
and private equity services to middle market cormgmnThe Frost Wealth Advisors operating segmenluites fee-based services within private trustrenmient services, and financial
management services, including personal wealth genant and securities brokerage services. A thpatading segment, Non-Banks, is for the most peertparent holding company, as well as
certain other insignificant non-bank subsidiariéshe parent that, for the most part, have littleno activity. The parent company'’s principal aitids include the direct and indirect ownership of
our banking and non-banking subsidiaries and theaisce of debt and equity. Its principal sourceeeénue is dividends from its subsidiaries.

The accounting policies of each reportable segnaemtthe same as those of our consolidated entitgptxfor the following items, which impact the Bamk and Frost Wealth Advisors
segments: (i) expenses for consolidated back-offigerations and general overhead-type expensesasu@xecutive administration, accounting and irtieaudit are allocated to operating
segments based on estimated uses of those serfiicam;ome tax expense for the individual segmseistcalculated essentially at the statutory ratel, (iii) the parent company records the tax
expense or benefit necessary to reconcile to theatiolated total.

We use a match-funded transfer pricing processdess operating segment performance. The prockessuseto (i) identify the cost or opportunity valaf funds within each business segment,
(i) measure the profitability of a particular bness segment by relating appropriate costs to vegiii) evaluate each business segment in a enaconsistent with its economic impact on
consolidated earnings, and (iv) enhance assetaitity pricing decisions.

37




Table of Contents

Summarized operating results by segment were kvl

Frost Wealth

Banking Advisors Non-Banks Consolidated
Revenues from (expenses to) external customers:
Three months ended:
March 31, 2015 $ 231,869 $ 32,642 % (593) $ 263,918
March 31, 2014 206,214 31,094 517 237,825
Net income (loss):
Three months ended:
March 31, 2015 $ 67,718 $ 5337 $ 892) $ 72,163
March 31, 2014 56,056 5,084 48 61,188

Note 17 — Fair Value Measurements

The fair value of an asset or liability is the prithat would be received to sell that asset or paiglansfer that liability in an orderly transactioccurring in the principal market (or most
advantageous market in the absence of a principgtet) for such asset or liability. In estimatiragrfvalue, we utilize valuation techniques that @rasistent with the market approach, the income
approach and/or the cost approach. Such valuaimiques are consistently applied. Inputs to vednaechniques include the assumptions that maragicipants would use in pricing an asset
or liability. ASC Topic 820 establishes a fair valbierarchy for valuation inputs that gives thehleigt priority to quoted prices in active marketsittentical assets or liabilities and the lowest
priority to unobservable inputs. The fair valuerhrehy is as follows:

« Level 1 Inputs- Unadjusted quoted prices in active marketsdeniical assets or liabilities that the reportingjtg has the ability to access at the measureihatet

e Level 2 Inputs- Inputs other than quoted prices included in Lévénat are observable for the asset or liabikiyher directly or indirectly. These might includaeoted prices for similar
assets or liabilities in active markets, quotedegsifor identical or similar assets or liabilitingnarkets that are not active, inputs other thaoted prices that are observable for the asset or
liability (such as interest rates, volatilitiesepayment speeds, credit risks, etc.) or inputsateterived principally from or corroborated byrked data by correlation or other means.

« Level 3 Inputs- Unobservable inputs for determining the faituesl of assets or liabilities that reflect an efgivn assumptions about the assumptions that mpekécipants would use
in pricing the assets or liabilities.

In general, fair value is based upon quoted makiees, where available. If such quoted marketgsrigre not available, fair value is based uponriatly developed models that primarily use,
as inputs, observable market-based parametersatit@ivadjustments may be made to ensure that fialainstruments are recorded at fair value. Thefjestments may include amounts to reflect
counterparty credit quality and our creditworthiyeamong other things, as well as unobservablengess. Any such valuation adjustments are apm@tsistently over time. Our valuation
methodologies may produce a fair value calculati@t may not be indicative of net realizable vadueeflective of future fair values. While managernkelieves our valuation methodologies are
appropriate and consistent with other market pp#its, the use of different methodologies or agdioms to determine the fair value of certain ficiah instruments could result in a different
estimate of fair value at the reporting date. Femtfore, the reported fair value amounts have neb lmemprehensively revalued since the presentdates, and therefore, estimates of fair value
after the balance sheet date may differ signifigainbm the amounts presented herein. A more dedaidlescription of the valuation methodologies usedissets and liabilities measured at fair
value is set forth below. Transfers between lewélhe fair value hierarchy are recognized on tttea date of the event or circumstances that chtisetransfer, which generally coincides with
our monthly and/or quarterly valuation process.

Financial Assets and Financial Liabilitie§inancial assets and financial liabilities meadwatfair value on a recurring basis include tHo¥aing:

Securities Available for Sal&).S. Treasury securities are reported at faiuevaitilizing Level 1 inputs. Other securities cléisd as available for sale are reported at falugaitilizing Level 2
inputs. For these securities, we obtain fair vaheasurements from an independent pricing service.fair value measurements consider observabletdatanay include dealer quotes, market
spreads, cash flows, the U.S. Treasury yield cuive,trading levels, trade execution data, madaisensus prepayment speeds, credit informatiorttentlond’s terms and conditions, among
other things.

We review the prices supplied by the independeicimy service, as well as their underlying pricimgthodologies, for reasonableness and to ensureiaes are aligned with traditional
pricing matrices. In general, we do not purchasestment portfolio securities that are esoterithat have a complicated structure. Our entire pbottonsists of traditional investments,
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nearly all of which are U.S. Treasury obligatiofegsjeral agency bullet or mortgage pass-throughrgig) or general obligation or revenue based eipal bonds. Pricing for such instruments is
fairly generic and is easily obtained. From timditoe, we will validate prices supplied by the ipdadent pricing service by comparison to pricesioled from third-party sources or derived

using internal models.

Trading SecuritiesU.S. Treasury securities and exchange-listed comstock are reported at fair value utilizing Letehputs. Other securities classified as tradirggraported at fair value
utilizing Level 2 inputs in the same manner as dbed above for securities available for sale.

Derivatives Derivatives are generally reported at fair valtizing Level 2 inputs, except for foreign curmncontracts, which are reported at fair valueizitiy Level 1 inputs. We obtain
dealer quotations and utilize internally developatiiation models to value commodity swaps/optidlie. utilize internally developed valuation modelsl@n third-party models with observable
market data inputs to validate the valuations gediby the dealers. Though there has never begmificant discrepancy in the valuations, shouldlsa significant discrepancy arise, we would
obtain price verification from a third-party deal#e utilize internal valuation models with obsdsleamarket data inputs to estimate fair valuesusta@mer interest rate swaps, caps and floors. We
also obtain dealer quotations for these derivatieescomparative purposes to assess the reasomaBlari the model valuations. In cases where sigmifi credit valuation adjustments are
incorporated into the estimation of fair value,agpd amounts are considered to have been dertilzihg Level 3 inputs.

For purposes of potential valuation adjustmentsuoderivative positions, we evaluate the credk f our counterparties as well as ours. Accollginge have considered factors such as the
likelihood of our default and the default of outucterparties, our net exposures and remaining &ctot@l life, among other things, in determiningurify fair value adjustments related to credit risk
are required. Counterparty exposure is evaluateteltyng positions that are subject to master mgtiirrangements, as well as considering the anafweullateral securing the position. We review
our counterparty exposure on a regular basis, whdn necessary, appropriate business actions ke ta adjust the exposure. We also utilize thisreach to estimate our own credit risk on
derivative liability positions. To date, we havet mealized any significant losses due to a coumityfs inability to pay any net uncollateralizedsfimn. The change in value of derivative assets
and derivative liabilities attributable to credik was not significant during the reported periods

The following table summarizes financial assets famahcial liabilities measured at fair value onegurring basis as of March 31, 2015 and Decembg2@14, segregated by the level of the
valuation inputs within the fair value hierarchylinéd to measure fair value:

Level 1 Level 2 Level 3 Total Fair
Inputs Inputs Inputs Value
March 31, 2015
Securities available for sale:
U.S. Treasury $ 3,774,077 $ — 3 — 3 3,774,077
Residential mortgage-backed securities — 1,323,713 — 1,323,713
States and political subdivisions — 3,532,303 — 3,532,303
Other — 42,404 — 42,404
Trading account securities:
U.S. Treasury 12,833 — — 12,833
States and political subdivisions — 2,829 — 2,829
Derivative assets:
Interest rate swaps, caps and floors — 48,008 180 48,188
Commodity swaps and options — 32,341 — 32,341
Foreign currency forward contracts 342 — — 342
Derivative liabilities:
Interest rate swaps, caps and floors — 51,237 — 51,237
Commodity swaps and options — 32,247 — 32,247
Foreign currency forward contracts 284 — — 284
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Level 1 Level 2 Level 3 Total Fair
Inputs Inputs Inputs Value
December 31, 2014
Securities available for sale:
U.S. Treasury 3,811,252 $ — 3 = 3,811,252
Residential mortgage-backed securities — 1,398,724 — 1,398,724
States and political subdivisions — 3,208,907 — 3,208,907
Other — 42,371 — 42,371
Trading account securities:
U.S. Treasury 15,339 — — 15,339
States and political subdivisions — 87 — 87
Derivative assets:
Interest rate swaps, caps and floors — 40,931 170 41,101
Commaodity swaps and options — 32,829 — 32,829
Foreign currency forward contracts 666 — — 666
Derivative liabilities:
Interest rate swaps, caps and floors — 43,853 — 43,853
Commaodity swaps and options — 32,729 — 32,729
Foreign currency forward contracts 617 — — 617

Derivative assets, measured at fair value on aiegubasis using significant unobservable (Leveinputs during the reported periods consist ofn@st rate swaps sold to loan customers. The
significant unobservable (Level 3) inputs usedhia fair value measurement of these interest ragps\wold to loan customers primarily relate tograbability of default and loss severity in the
event of default. The probability of default is @lebined by the underlying risk grade of the loae(slote 4 — Loans) underlying the interest ratepswahat the probability of default increases as a
loan’s risk grade deteriorates, while the loss ggvés estimated through an analysis of the celalt supporting both the underlying loan and irgerate swap. Generally, a change in the
assumption used for the probability of defaultds@npanied by a directionally similar change indssumption used for the loss severity. As of M&Lh2015, the weighted-average risk grade of
loans underlying interest rate swaps measuredratdhie using significant unobservable (Level ®uts was 11.0. The weighted-average loss sevaritye event of default on the interest rate
swaps was 20%. A reconciliation of the beginning anding balances of derivative assets measuffadt &alue on a recurring basis using significamblbiservable (Level 3) inputs is not presented
as such amounts were not significant during thented periods.

Certain financial assets and financial liabilitese measured at fair value on a nonrecurring bsisjs, the instruments are not measured avéire on an ongoing basis but are subject to fair
value adjustments in certain circumstances (forgta, when there is evidence of impairment). Finglressets measured at fair value on a non-recubdsis during the reported periods include
certain impaired loans reported at the fair valfiehe underlying collateral if repayment is expecsolely from the collateral. Collateral values astimated using Level 2 inputs based on
observable market data, typically in the case af estate collateral, or Level 3 inputs based @taruized discounting criteria, typically in the ea¥ non-real estate collateral such as inventory,
accounts receivable, equipment or other businestsas

The following table presents impaired loans thateaemeasured and reported at fair value througgeaific valuation allowance allocation of the alémce for loan losses based upon the
fair value of the underlying collateral during tteported periods.

Three Months Ended Three Months Ended

March 31, 2015 March 31, 2014
Level 2 Level 3 Level 2 Level 3
Carrying value of impaired loans before allocations $ 197 $ 1,107 $ 205 % —
Specific valuation allowance (allocations) revessal prior allocations (71) 209 75 —
Fair value $ 126 $ 1,316 $ 280 $ —

Non-Financial Assets and Non-Financial Liabilitiédte do not have any non-financial assets or noamfifal liabilities measured at fair value on a reag basis. Certain non-financial assets
measured at fair value on a non-recurring basisidiecforeclosed assets (upon initial recognitiosrsequent impairment), non-financial assets anefinancial liabilities measured at fair value
in the second step of a goodwill impairment test] entangible assets and other non-financial longd assets measured at fair value for impairmsséssment. Non-financial assets measured at
fair value on a non-recurring basis during the
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reported periods include certain foreclosed assbish, upon initial recognition, were remeasured aeported at fair value through a charge-off te #lowance for loan losses and certain
foreclosed assets which, subsequent to their lim#izognition, were remeasured at fair value thioagwrite-down included in other non-interest exggenThe fair value of a foreclosed asset is
estimated using Level 2 inputs based on observahl&et data or Level 3 inputs based on customiszbdnting criteria. During the reported periodsfair value measurements for foreclosed

assets utilized Level 2 inputs.

The following table presents foreclosed assetswieat remeasured and reported at fair value duinegeported periods:
Three Months Ended

March 31,
2015 2014
Foreclosed assets remeasured at initial recognition
Carrying value of foreclosed assets prior to remesment $ 67 $ 2,198
Charge-offs recognized in the allowance for loasés — (204)
Fair value $ 67 $ 1,994
Foreclosed assets remeasured subsequent to iad@jnition:
Carrying value of foreclosed assets prior to remesment $ 138 % 499
Write-downs included in other non-interest expense (22) (244)
Fair value $ 116 % 255

Charge-offs recognized upon loan foreclosures aneglly offset by general or specific allocatiofishe allowance for loan losses and generallyatpand did not during the reported periods,
significantly impact our provision for loan loss&egulatory guidelines require us to reevaluatefdiveralue of other real estate owned on at laastnnual basis. Our policy is to comply with the
regulatory guidelines. Accordingly, appraisals meger considered to be outdated, and we do not mmakeadjustments to the appraised values.

Financial Accounting Standards Board (“FASB”) AS©pic 825 “Financial Instruments,” requires discleswf the fair value of financial assets and finahdabilities, including those
financial assets and financial liabilities that ad measured and reported at fair value on a riegubasis or non-recurring basis. A detailed dpsion of the valuation methodologies used in

estimating the fair value of financial instrumeigtset forth in the 2014 Form 10-K.
The estimated fair values of financial instrumethtst are reported at amortized cost in our conat#id balance sheets, segregated by the level ofaflmation inputs within the fair value
hierarchy utilized to measure fair value, wereal®ivs:

March 31, 2015 December 31, 2014
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Financial assets:
Level 2 inputs:
Cash and cash equivalents $ 3,844,764 $ 3,844,764 $ 4,364,123 $ 4,364,123
Securities held to maturity 2,817,511 2,866,704 2,926,486 2,966,390
Cash surrender value of life insurance policies 172,936 172,936 172,050 172,050
Accrued interest receivable 94,075 94,075 128,436 128,436
Level 3 inputs:
Loans, net 11,109,105 11,136,003 10,887,993 10,939,684
Financial liabilities:
Level 2 inputs:
Deposits 24,149,622 24,150,162 24,135,930 24,136,402
Federal funds purchased and repurchase agreements 604,207 604,207 803,119 803,119
Junior subordinated deferrable interest debentures 137,115 137,115 137,115 137,115
Subordinated notes payable and other borrowings 100,000 95,860 100,000 95,591
1,164 1,164 1,132 1,132

Accrued interest payable

Under ASC Topic 825, entities may choose to measligile financial instruments at fair value aesjfied election dates. The fair value measureroption (i) may be applied instrument by
instrument, with certain exceptions, (ii) is gettigrarevocable and (iii) is applied only to entiestruments and not to portions of instrumentsrdafized gains and losses on items for which the
fair value measurement option has been elected beustported in earnings at each subsequent regatéite. During the reported periods, we had nanfifal instruments measured at fair value

under the fair value measurement option.
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Note 18 - Accounting Standards Updates

ASU 2014-09, “Revenue from Contracts with Custonf€opic 606)."ASU 2014-09 implements a common revenue standatdcthrifies the principles for recognizing revenii@e core
principle of ASU 2014-09 is that an entity shouddagnize revenue to depict the transfer of promigextis or services to customers in an amount #flgicts the consideration to which the entity
expects to be entitled in exchange for those good®rvices. To achieve that core principle, atityeshould apply the following steps: (i) identifige contract(s) with a customer, (ii) identify the
performance obligations in the contract, (iii) deime the transaction price, (iv) allocate the $@gtion price to the performance obligations indbstract and (v) recognize revenue when (or as)
the entity satisfies a performance obligation. AB14-09 is currently effective for us on Januarg@17; however, the FASB recently decided to prepieferring the effective date by one year
which would make ASU 2014-09 effective for us onulay 1, 2018. We are currently evaluating the piéimpact of ASU 2014-09 on our financial statants.

ASU 2014-11, “Transfers and Servicing (Topic 86@SU 2014-11 requires that repurchase-to-maturéggdactions be accounted for as secured borroworggstent with the accounting for
other repurchase agreements. In addition, ASU 2014equires separate accounting for repurchasedings, which entails the transfer of a financisdet executed contemporaneously with a
repurchase agreement with the same counterparty. 2084-11 requires entities to disclose certainrimfation about transfers accounted for as saleaisactions that are economically similar to
repurchase agreements. In addition, ASU 2014-1times| disclosures related to collateral, remairdogtractual tenor and of the potential risks aggedi with repurchase agreements, securities
lending transactions and repurchase-to-maturitysaations. ASU 2014-11 became effective for usasmudry 1, 2015 and did not have a significant irhpacour financial statements. The new
disclosures required by ASU 2014-11 are includelaie 10 - Balance Sheet Offsetting and RepurchAgseements.

ASU 2015-01, “Income Statement - Extraordinary &hmusual Items (Subtopic 225-20) — Simplifying InecBiatement Presentation by Eliminating the ConoéExtraordinary Items.”
ASU 2015-01 eliminates from U.S. GAAP the concdpxdraordinary items, which, among other thingsjuired an entity to segregate extraordinary iteamsidered to be unusual and infrequent
from the results of ordinary operations and shoe item separately in the income statement, netxf dafter income from continuing operations. ASU2@1 is effective for us beginning
January 1, 2016, though early adoption is permi#sl) 2015-01 is not expected to have a signifidaapiact on our financial statements.

ASU 2015-02, “Consolidation (Topic 810) — Amendradntthe Consolidation AnalysisASU 2015-02 implements changes to both the variadiégest consolidation model and the voting
interest consolidation model. ASU 2015-02 (i) eliaties certain criteria that must be met when debténgn when fees paid to a decision maker or serpicevider do not represent a variable
interest, (ii) amends the criteria for determinimigether a limited partnership is a variable inteeggity and (iii) eliminates the presumption thageneral partner controls a limited partnership i
the voting model. ASU 2015-02 will be effective fog on January 1, 2016 and is not expected to &aignificant impact on our financial statements.

ASU 2015-03, “Interest - Imputation of Interest f&pic 835-30) — Simplifying the Presentation obDissuance Costs ASU 2015-03 requires that debt issuance costterkta a recognized
debt liability be presented in the balance sheet dsect deduction from the carrying amount oft ithebt liability, consistent with debt discounthelrecognition and measurement guidance for
debt issuance costs are not affected by the amendnimeASU 2015-03. ASU 2015-03 will be effectiver is on January 1, 2016, though early adoptigeimitted. ASU 2015-03 is not expected
to have a significant impact on our financial staats.

ASU 2015-05, “Intangibles - Goodwill and Other tdmal-Use Software (Subtopic 350-40) — CustomAcsounting for Fees Paid in a Cloud Computing Agament.” ASU 2015-05
addresses accounting for fees paid by a customaoid computing arrangements such as (i) softwara service, (ii) platform as a service (iii) asftructure as a service and (iv) other similar
hosting arrangements. ASU 2015-05 provides guiddoceustomers about whether a cloud computing geament includes a software license. If a cloud aging arrangement includes a
software license, then the customer should accaurhe software license element of the arrangernensistent with the acquisition of other softwhcenses. If a cloud computing arrangement
does not include a software license, the custofmeuld account for the arrangement as a servicaadntASU 2015-05 will be effective for us on Jaryuh, 2016 and is not expected to have a
significant impact on our financial statements.
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Item 2. Management'’s Discussion and Analysis of Famcial Condition and Results of Operations
Financial Review
Cullen/Frost Bankers, Inc.

The following discussion should be read in conjiorctvith our consolidated financial statements, aatés thereto, for the year ended December 34,201 the other information included in
the 2014 Form 10-K. Operating results for the thnemths ended March 31, 2015 are not necessadiyative of the results for the year ending Decem@ie 2015 or any future period.

Dollar amounts in tables are stated in thousands for per share amounts.

Forward-Looking Statements and Factors that Could Afect Future Results

Certain statements contained in this Quarterly Remo Form 10-Q that are not statements of hisabfiact constitute forward-looking statements witttie meaning of the Private Securities
Litigation Reform Act of 1995 (the “Act”), notwithanding that such statements are not specificdéwptified as such. In addition, certain statemerdy be contained in our future filings with the
SEC, in press releases, and in oral and writtderatents made by us or with our approval that atestadements of historical fact and constitute maviooking statements within the meaning of
the Act. Examples of forward-looking statementdude, but are not limited to: (i) projections olvemues, expenses, income or loss, earnings opkrsshare, the payment or nonpayment of
dividends, capital structure and other financiahis; (ii) statements of plans, objectives and egpiens of Cullen/Frost or its management or Boafrdirectors, including those relating to
products or services; (iii) statements of futureremmic performance; and (iv) statements of assumgtunderlying such statements. Words such aseflesdl, “anticipates”, “expects”, “intends”,

“targeted”, “continue”, “remain”, “will’, “should”,“may” and other similar expressions are intendeddentify forward-looking statements but are ree £xclusive means of identifying such
statements.

Forward-looking statements involve risks and uraieties that may cause actual results to differenngty from those in such statements. Factors ¢batd cause actual results to differ from
those discussed in the forward-looking statememdside, but are not limited to:

* Local, regional, national and international ecormoonditions and the impact they may have on ascam customers and our assessment of that impact.

» Volatility and disruption in national and interfatal financial markets.

» Government intervention in the U.S. financial syst

» Changes in the mix of loan geographies, sectaigypes or the level of non-performing assets dradge-offs.

» Changes in estimates of future reserve requiresrteaged upon the periodic review thereof undevaaleregulatory and accounting requirements.

* The effects of and changes in trade and monetatyfigcal policies and laws, including the intenede policies of the Federal Reserve Board.

* Inflation, interest rate, securities market anchetary fluctuations.

» The effect of changes in laws and regulationd(iting laws and regulations concerning taxes, banliecurities and insurance) with which we andsoisidiaries must comply.

* The soundness of other financial institutions.

» Political instability.

* Impairment of our goodwill or other intangible ats

* Acts of God or of war or terrorism.

* The timely development and acceptance of new mtsdand services and perceived overall value aftipeoducts and services by users.

» Changes in consumer spending, borrowings and gaiabits.

» Changes in the financial performance and/or caydibf our borrowers.

» Technological changes.

* Acquisitions and integration of acquired businesse

» The ability to increase market share and contxpkases.

»  Our ability to attract and retain qualified empdeg.

* Changes in the competitive environment in our retrland among banking organizations and otherdinhservice providers.

» The effect of changes in accounting policies aratfices, as may be adopted by the regulatory éggnas well as the Public Company Accounting QgbtsBoard, the Financial

Accounting Standards Board and other accountingista setters.

» Changes in the reliability of our vendors, intdroantrol systems or information systems.

» Changes in our liquidity position.

» Changes in our organization, compensation andfibgrans.
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e The costs and effects of legal and regulatory kbgveents, the resolution of legal proceedings gulatory or other governmental inquiries, the resoff regulatory examinations or
reviews and the ability to obtain required regutatapprovals.

» Greater than expected costs or difficulties reldtethe integration of new products and linesusibess.

e Our success at managing the risks involved irfdhegoing items.

Forward-looking statements speak only as of the datwhich such statements are made. We do notrtakdeany obligation to update any forward-lookstgtement to reflect events or
circumstances after the date on which such stateimemade, or to reflect the occurrence of unapditsd events.

Application of Critical Accounting Policies and Acounting Estimates

The accounting and reporting policies we follow foom, in all material respects, to accounting pipies generally accepted in the United States argeheral practices within the financial
services industry. The preparation of financiatesteents in conformity with accounting principlemngeally accepted in the United States requires gemant to make estimates and assumptions
that affect the amounts reported in the finandialesnents and accompanying notes. While we baseates on historical experience, current infornmmatimd other factors deemed to be relevant,
actual results could differ from those estimates.

We consider accounting estimates to be criticabpmrted financial results if (i) the accountingiraate requires management to make assumptiong afaiters that are highly uncertain and
(ii) different estimates that management reasonablijfd have used for the accounting estimate irctimeent period, or changes in the accounting edérthat are reasonably likely to occur from
period to period, could have a material impact on financial statements. Accounting policies redate the allowance for loan losses are considevebet critical as these policies involve
considerable subjective judgment and estimatiombpagement.

For additional information regarding critical acoting policies, refer to Note 1 - Summary of Sigraht Accounting Policies and Note 4 - Loans in tte#es to consolidated financial
statements and the sections captioned “Applicatibritical Accounting Policies and Accounting Eséites” and “Allowance for Loan Losses” in Manageti®e@iscussion and Analysis of
Financial Condition and Results of Operations ideliin the 2014 Form 10-K. There have been nof&igni changes in our application of critical aceting policies related to the allowance for
loan losses since December 31, 2014.

Overview

A discussion of our results of operations is presgtrbelow. Certain reclassifications have been ntadmake prior periods comparable. Taxable-equitateljustments are the result of
increasing income from tax-free loans and secaritig an amount equal to the taxes that would be ipéine income were fully taxable based on a 38#efal income tax rate, thus making tax-
exempt asset yields comparable to taxable asddsyie
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Results of Operations

Net income available to common shareholders toth#a11 million, or $1.10 diluted per common shéoe the three months ended March 31, 2015 compar&89.2 million, or $0.96 diluted
per common share, for the three months ended MarcB014. During the second quarter of 2014, weliaed WNB Bancshares, Inc. ("WNB"). Accordingly etloperating results of WNB are
included with our results of operations since Mly 2014. See Note 2 - Mergers and Acquisitionfinaccompanying consolidated financial statements.

Selected income statement data, returns on avessges and average common equity and dividendsopgnon share for the comparable periods was asnfsil

Three Months Ended

March 31, 2015 March 31, 2014
Taxable-equivalent net interest income $ 216,702 $ 187,795
Taxable-equivalent adjustment 35,999 27,460
Net interest income 180,703 160,335
Provision for loan losses 8,162 6,600
Net interest income after provision for loan losses 172,541 153,735
Non-interest income 83,215 77,490
Non-interest expense 171,511 157,941
Income before income taxes 84,245 73,284
Income taxes 12,082 12,096
Net income 72,163 61,188
Preferred stock dividends 2,016 2,016
Net income available to common shareholders $ 70,147 $ 59,172
Earnings per common share — basic $ 111 % 0.97
Earnings per common share — diluted 1.10 0.96
Dividends per common share 0.51 0.50
Return on average assets 1.02% 1.00%
Return on average common equity 10.34 9.97
Average shareholders’ equity to average assets 10.37 10.63

Net income available to common shareholders fothhee months ended March 31, 2015 increased $iillion, or 18.5% compared to the same period ih®0 he increase was primarily the
result of a $20.4 million increase in net inteiiesbme and a $5.7 million increase in non-intenesbme partly offset by a $1.6 million increasethe provision for loan losses and a $13.6 million
increase in non-interest expense.

Details of the changes in the various componentebincome are further discussed below.

Net Interest Income

Net interest income is the difference between @geincome on earning assets, such as loans amdtiesc and interest expense on liabilities, saslleposits and borrowings, which are used to
fund those assets. Net interest income is our $argurce of revenue, representing 68.5% of tetadnue during the first quarter of 2015. Net irderaargin is the ratio of taxable-equivalent net
interest income to average earning assets fordhiedg The level of interest rates and the volume mix of earning assets and interest-bearingliis impact net interest income and net interest

margin.

The Federal Reserve influences the general maaites of interest, including the deposit and loaasr@ffered by many financial institutions. Ourrogortfolio is significantly affected by
changes in the prime interest rate. The prime ésterate, which is the rate offered on loans todweers with strong credit, remained at 3.25% fa #mtire year in 2014 and through the first
quarter of 2015. Our loan portfolio is also impakct® a lesser extent, by changes in the Londardank Offered Rate (LIBOR). At March 31, 2015, tme-month and three-month U.S. dollar
LIBOR rates were 0.18% and 0.27%, respectively|avai March 31, 2014, the one-month and three-mbnhg dollar LIBOR rates were 0.15% and 0.23%, eetipely. The intended federal
funds rate, which is the cost of immediately av@#eovernight funds, remained at zero to 0.25%Herentire year in 2014 and through the first qgrast 2015.

Our balance sheet has historically been assettisensneaning that earning assets generally repnicee quickly than interest-bearing liabilities.eFafore, our net interest margin was likely to
increase in sustained periods of rising interastsrand decrease in sustained periods of declinfagest rates. During the fourth quarter of 20@an effort to make our balance sheet less
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sensitive to changes in interest rates, we entietedsarious interest rate swaps which effectivedyverted certain variable-rate loans into fixetdiastruments for a period of seven years. As a
result of this action, our balance sheet was muerést-rate neutral and changes in interest hatdsa less significant impact on our net interestgim than would have otherwise been the case.
During the fourth quarter of 2009, a portion of thierest rate swaps on variable-rate loans wasitti@ted, while the remaining interest rate swapsasiable-rate loans were terminated during the
fourth quarter of 2010. These actions increasedatiset sensitivity of our balance sheet. The actatedigain on the interest rate swaps upon settiemas deferred and amortized over the

original lives of the underlying swap contractseTamortization of the deferred accumulated gaireénd October 2014. See Note 9 - Derivative Finalncistruments in the accompanying notes

to consolidated financial statements included efeerin this report for additional information reld to these interest rate swaps.

We are primarily funded by core deposits, with mmerest-bearing demand deposits historically bairsignificant source of funds. This lower-costding base is expected to have a positive
impact on our net interest income and net intaresgin in a rising interest rate environment. Thad® Frank Wall Street Reform and Consumer Protediict (the “Dodd-Frank Act”) repealed
the federal prohibitions on the payment of intemstlemand deposits, thereby permitting depositeijtutions to pay interest on business transaaiiod other accounts beginning July 21, 2011.
To date, we have not experienced any significaditimhal interest costs as a result of the regealyever, we may begin to incur interest costs aasmtwith certain demand deposits in the future
as market conditions warrant. See Item 3. Quaiviatnd Qualitative Disclosures About Market Risseg/here in this report for information about thepected impact of this legislation on our
sensitivity to interest rates. Further analysithef components of our net interest margin is piteskinelow.

The following table presents the changes in taxaflgvalent net interest income and identifies ¢thanges due to differences in the average volumeanfing assets and interest-bearing
liabilities and the changes due to changes in Yeeage interest rate on those assets and liabilifiee changes in net interest income due to clsaingeoth average volume and average interest
rate have been allocated to the average volumegehamnthe average interest rate change in propotiche absolute amounts of the change in each.

Quarter to Date

March 31, 2015
VS.
March 31, 2014

Due to changes in average volumes $ 29,404
Due to changes in average interest rates (497)
Total change $ 28,907

Taxable-equivalent net interest income for the figgarter of 2015 increased $28.9 million, or 15.4%mpared to the same period in 2014. The increaseprimarily related to an increase in
the average volume of interest-earning assetsavleage volume of interest-earning assets foriteeduarter of 2015 increased $3.6 billion compaethe same period in 2014. The increase in
earning assets reflected a $2.8 billion increasgvarage securities and a $1.5 billion increaseverage loans, partly offset by a $704.9 millioordase in average interest-bearing deposits. The
increase in the average volume of interest-earagsgts during the first quarter of 2015 was paelgted to the acquisition of WNB during the secomdrter of 2014 in which we acquired cash
and cash equivalents totaling $879.7 million, lotmtaling $670.6 million and securities totalings812 million.

The net interest margin decreased 1 basis poim 8a12% during the first quarter of 2014 to 3.41&6ing the first quarter of 2015. The net interestrgn was negatively impacted by a
decrease in the average yield on loans, as fudikeussed below. The net interest margin was pegitimpacted by an increase in the average yinldexurities combined with a decrease in the
relative proportion of average interest-earningtsevested in lower-yielding, interest-bearingalsts during the first quarter of 2015 comparethtosame period in 2014. These items are more
fully discussed below. The average yield on inteeasning assets decreased 1 basis point from 3id8ae first quarter of 2014 to 3.47% in the figsiarter of 2015 while the average cost of funds
remained flat at 0.10% during both the first quartef 2014 and 2015. The average yield on intexasting assets is primarily impacted by changesarket interest rates as well as changes in the
volume and relative mix of interest-earning assassstated above, market interest rates have remain historically low levels during the reportestipds. The effect of lower average market
interest rates during the reported periods on tleage yield on average interest-earning assetspasly limited through October 2014 because of dfmementioned interest rate swaps on
variable-rate loans.

The average volume of loans during the first quaste2015 increased $1.5 billion compared to thees@eriod in 2014. Loans made up approximately%2® average interest-earning assets
during the first quarter of 2015 compared to 43dfing the first quarter of 2014. As discussed a&hove acquired $670.6 million in loans in connettigth the acquisition of WNB during the
second quarter of 2014. Loans generally have sigmifly higher yields compared to securities, ies¢tbearing deposits and federal funds sold arell regreements and, as such, have a more
positive effect on the net interest margin. Therage yield
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on loans decreased 56 basis points from 4.48% gighi@ first quarter of 2014 to 3.92% during thetfiqguarter of 2015. The average yield on loans megmtively impacted by lower average
spreads due to increased competition in loan giduring the first quarter of 2015 compared to shme period in 2014. Furthermore, the decreadecimerage yield on loans was also partly
related to the aforementioned completion of the réization of the deferred accumulated gain applieab the settled interest rate swap contractsaroler 2014. The amortization of the deferred
accumulated gain positively impacted our averagédyon loans by 40 basis points during the firgrtgr of 2014. In an effort to offset the lossiué amortization and its positive effect on our net
interest income, we utilized $840 million in excégsidity to purchase municipal securities durthe third and fourth quarters of 2014. The highelds associated with these securities relative to
the yield that would have been received had thesdsf continued to be held as interest-bearing dsparsd federal funds sold replaced the revenwaastrfrom the amortization of the deferred
accumulated gain applicable to the settled intedstswaps so that our net interest income wasignificantly impacted.

The average volume of securities during the fitgtrtpr of 2015 increased $2.8 billion comparedhodame period in 2014. Securities made up apped&lyn45.0% of average interest-earning
assets during the first quarter of 2015 compare89t@% during the first quarter of 2014. This irage was primarily related to the investment of sgdeuidity from deposit growth, which
included the aforementioned $840 million investmiamhunicipal securities. The average yield on sies was 3.91% in the first quarter of 2015, gasing 10 basis points from 3.81% in the first
quarter of 2014. The increase in the average yirldecurities was partly related to an increagheraverage yield on taxable securities. The aeeyagd on taxable securities increased 16 basis
points from 2.00% during the first quarter of 2ad4.16% during the first quarter of 2015. Thisrgwase is primarily due to the maturity of lowerigting, shorter-duration U.S Treasury securities
during 2014 which were subsequently replaced wighér-yielding, longer-duration U.S. Treasury sé@s. The increase in the average yield on saeanitas also partly due to an increase in the
proportion of higher-yielding tax-exempt securitietative to lower-yielding taxable securities. Tdeerage taxable-equivalent yield on tax-exemparstées was 5.59% in the first quarter of 2015
compared to 5.57% in the first quarter of 2014.

Average federal funds sold, resell agreements matedest-bearing deposits during the first quarfe2015 decreased $703.8 million compared to theespeniod in 2014. Federal funds sold,
resell agreements and interest-bearing deposite mpdpproximately 12.1% of average interest-egrassets during the first quarter of 2015 comp#weli’.3% during the first quarter of 2014.
The combined average yield on federal funds selsklt agreements and interest-bearing deposit9v2&86 during both the first quarters of 2015 an@i20rhe decrease in average federal funds
sold, resell agreements and interest-bearing dispoeas primarily related to the reinvestment oftsfunds into higher-yielding loans and securities.

Average deposits increased $3.4 billion duringftrst quarter of 2015 compared to the same pemoBl014. Average deposits in the first quarter df2@ere impacted by the acquisition of
$1.6 billion in deposits in connection with the asition of WNB during the second quarter of 20A%erage interest-bearing deposits for the firstrtpraof 2015 increased $1.6 billion compared
to the same period in 2014, while average non-éstebearing deposits for the first quarter of 2Ditseased $1.8 billion compared to the same pend@D14. The ratio of average interest-bearing
deposits to total average deposits was 58.3% dtiniedirst quarter of 2015 compared to 60.2% duthmgyfirst quarter of 2014. The average cost ofbodip is primarily impacted by changes in
market interest rates as well as changes in themmland relative mix of interest-bearing depodiise average cost of interest-bearing deposits atad tleposits was 0.08% and 0.05%,
respectively, during the first quarters of both 2@hd 2014.

Our net interest spread, which represents therdiffee between the average rate earned on earrsets and the average rate paid on interest-belalvitities, was 3.37% during the first quarter
of 2015 compared to 3.38% during the first quaofe2014. The net interest spread, as well as thénterest margin, will be impacted by future chasgn short-term and long-term interest rate
levels, as well as the impact from the competigveironment. A discussion of the effects of chaggimterest rates on net interest income is sehfortitem 3. Quantitative and Qualitative
Disclosures About Market Risk included elsewherthia report.

Our hedging policies permit the use of various\ddive financial instruments, including interesterawaps, swaptions, caps and floors, to managesexp to changes in interest rates. Details
of our derivatives and hedging activities are sethfin Note 9 - Derivative Financial Instrumentstihe accompanying notes to consolidated finarst&tements included elsewhere in this report.
Information regarding the impact of fluctuationsimterest rates on our derivative financial instemts is set forth in Item 3. Quantitative and Quaéilre Disclosures About Market Risk included
elsewhere in this report.

Provision for Loan Losses

The provision for loan losses is determined by rganzgent as the amount to be added to the allowamdedn losses after net charge-offs have beenatedto bring the allowance to a level
which, in management’s best estimate, is necegdsaapsorb probable losses within the existing Ipartfolio. The provision for loan losses totaled Znillion for the first quarter of 2015
compared to $6.6 million for the first quarter @12. See the section captioned “Allowance for Lbasses” elsewhere in this discussion for furthexlygsis of the provision for loan losses.
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Non-Interest Income
The components of non-interest income were asvistio

Three Months Ended

March 31, March 31,
2015 2014

Trust and investment management fees $ 27,161 $ 25411
Service charges on deposit accounts 19,777 19,974
Insurance commissions and fees 14,635 13,126
Interchange and debit card transaction fees 4,643 4,243
Other charges, commissions and fees 8,441 8,207
Net gain (loss) on securities transactions 228 —
Other 8,330 6,529

Total $ 83,215 $ 77,490

Total non-interest income for the three months dridarch 31, 2015 increased $5.7 million, or 7.4@mpared to the same period in 2014. Changes imaheus components of non-interest
income are discussed in more detail below.

Trust and Investment Management Felsist and investment management fees for the tim@agths ended March 31, 2015 increased $1.8 milor6.9%, compared to the same period in
2014. Investment fees are the most significant aomapt of trust and investment management fees,ngakp approximately 76.5% and 76.6% of total tarsd investment management fees for
the first three months of 2015 and 2014, respégtivievestment and other custodial account feegjarerally based on the market value of assetsnaatkrust account. Volatility in the equity and
bond markets impacts the market value of trusttassel the related investment fees.

The increase in trust and investment managemestdagng the three months ended March 31, 2015 aoedpto the same period in 2014 was primarily gsult of an increase in trust
investment fees (up $1.3 million), estate fees%dp8 thousand) and oil and gas fees (up $383 thd)igmrtly offset by a decrease in real estate f@ean $314 thousand). The increase in trust
investment fees was partly due to higher averagéyeygaluations during 2015 and an increase inrtheber of accounts. The increase in estate feeardly related to higher valued estates,
while the increase in oil and gas fees was paeligted to increased mineral production and neweléasius fees. The decrease in real estate feeselated to higher fees during the three months
ended March 31, 2014 due to a single, significeartdaction.

At March 31, 2015, trust assets, including both agmu assets and custody assets, were primarilyamedf equity securities (46.3% of assets), firedme securities (39.8% of assets) and
cash equivalents (7.9% of assets). The estimaieddhue of these assets was $31.2 billion (inclgdmanaged assets of $13.3 billion and custodytsasde$17.9 billion) at March 31, 2015,
compared to $30.5 billion (including managed assét$13.0 billion and custody assets of $17.5 dnil)i at December 31, 2014 and $29.8 billion (inalgdmanaged assets of $12.2 billion and
custody assets of $17.6 billion) at March 31, 2014.

Service Charges on Deposit Accour8srvice charges on deposit accounts for the tim@ghs ended March 31, 2015 decreased $197 thousafhd%, compared to the same period in 2014.
The decrease was primarily due to a decrease ind@f#insufficient funds charges on consumer aot®ydown $119 thousand) and a decrease in ov&msafficient funds charges on
commercial accounts (down $74 thousand). Overdhaiifficient funds charges totaled $7.3 million @Hnillion consumer and $1.7 million commercialyidg the first quarter of 2015 compared
to $7.5 million ($5.7 million consumer and $1.8 linih commercial) during the first quarter of 2014.

Insurance Commissions and Feéssurance commissions and fees for the three msostded March 31, 2015 increased $1.5 millionllob%, compared to the same period in 2014. The
increase during the three months ended March 315 @@s related to an increase in contingent coniomsgup $1.4 million) and an increase in commissicome (up $154 thousand). Insurance
commissions and fees include contingent commissmtating $3.8 million during the three months ethdidarch 31, 2015 and $2.5 million during the sareeqal in 2014. Contingent commissions
primarily consist of amounts received from varipusperty and casualty insurance carriers relatédgdoss performance of insurance policies preshoplaced. Such commissions are seasonal in
nature and are mostly received during the firstriguanf each year. These commissions totaled $3lbmand $2.0 million during the three months eddMarch 31, 2015 and 2014, respectively.
Contingent commissions also include amounts redeiinam various benefit plan insurance companiesteel to the volume of business generated and/@ubsequent retention of such business.
These benefit plan related commissions totaled $4@8sand and $491 thousand during the three menithsd March 31, 2015 and 2014, respectively.
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Interchange and Debit Card Transaction Fedsterchange fees, or “swipe” fees, are charges mherchants pay to us and other card-issuing b&kgrocessing electronic payment
transactions. Interchange and debit card transaédies consist of income from check card usagentdisale income from PIN-based debit card tratizas and ATM service fees. Interchange
and debit card transaction fees for the three nsoattded March 31, 2015 increased $400 thousarfld®s, compared to the same period in 2014. The#ase was primarily due to increases in
income from debit card transactions (up $305 thodsand ATM service fees (up $95 thousand).

Federal Reserve rules applicable to financial tuttins that have assets of $10 billion or morevjpl® that the maximum permissible interchange éeeh electronic debit transaction is the sum
of 21 cents per transaction and 5 basis pointsiplieli by the value of the transaction. An upwadjuatment of no more than 1 cent to an issuer's dahd interchange fee is allowed if the card
issuer develops and implements policies and praesdeasonably designed to achieve certain fraedeption standards. The Federal Reserve also hksgoverning routing and exclusivity that
require issuers to offer two unaffiliated netwoftisrouting transactions on each debit or prepaddipct.

Other Charges, Commissions and Feéether charges, commissions and fees for the tharehs ended March 31, 2015 increased $234 thdusa.9%, compared to the same period in 2014,
The increase in other charges, commissions andiriekgled increases in income from unused balaees 6n loan commitments (up $244 thousand), indoone the sale of mutual funds (up
$206 thousand), commission income related to tleeafanoney market accounts (up $182 thousandgriedf credit fees (up $162 thousand), originafees collected on loans that did not fund
(up $140 thousand) and investment banking andalapirkets fees related to advisory services (B9 $tousand), among other things. These increases partly offset by decreases in income
related to the sale of annuities (down $646 thodsand human resources consulting fee income (488 thousand), among other things.

Net Gain/Loss on Securities Transactiobsiring the three months ended March 31, 2015al@ an available-for-sale U.S. Treasury securithan amortized cost totaling $223.8 million and
realized a gain of $228 thousand on the sale. beriy sold had a short term and low yield. Thecpeds from the sale of this security were reiragestto longer-term, higher-yielding securities.

Other Non-Interest Incom®©ther non-interest income for the three monttdedrMarch 31, 2015 increased $1.8 million, or 27.6&tnpared to the same period in 2014. The incrizasther
non-interest income was due in part to increasésciome from customer derivative activities (up$dillion), gains on the sale of assets/forecloseskts (up $861 thousand), income from public
finance underwriting fees (up $520 thousand) antisuand other miscellaneous income (up $344 thul)spartly offset by a decrease in mineral inteiesbme (down $1.1 million). The
increase in income from customer derivative tratigas was primarily related to an increase in congpinterest rate swap transaction fees. Sundryotra miscellaneous income during the three
months ended March 31, 2015 included $348 thousalated to recovery of interest previously chargéfdn a prior year and $158 thousand related siritiutions received on a small business
investment company ("SBIC") investment. Mineraleigist income is related to bonus, rental and shpaiyments and oil and gas royalties received fserered mineral interests on property
owned by our wholly-owned non-banking subsidiaryiévRlaza Corporation. The decrease in mineral @stsncome was partly related to lower energy graned a decrease in production.

Non-Interest Expense
The components of non-interest expense were aswsi|

Three Months Ended

March 31, March 31,
2015 2014

Salaries and wages $ 76,072 $ 70,217
Employee benefits 20,227 17,388
Net occupancy 15,081 12,953
Furniture and equipment 15,534 14,953
Deposit insurance 3,613 3,117
Intangible amortization 894 689
Other 40,090 38,624

Total $ 171,511 % 157,941

Total non-interest expense for the three monthse@rdarch 31, 2015 increased $13.6 million, or 8.@#mpared to the same period in 2014. The incrgasmn-interest expense was
particularly impacted by the acquisition of WNB ihgy the second quarter of 2014. Changes in th@ewsigomponents of non-interest expense are distbssew.
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Salaries and WagesSalaries and wages for the three months endedHv&dr, 2015 increased $5.9 million, or 8.3%, coragdp the same period in 2014. The increase wasapily related to
an increase in the number of employees, partifteelto the acquisition of WNB, and normal annuatitmend market increases and, to a lesser exteoteases in stock-based compensation,
incentive compensation and overtime.

Employee BenefitEmployee benefits expense for the three montdedMarch 31, 2015 increased $2.8 million, or 16.8%mpared to the same period in 2014. The increasemostly
related to an increase in expenses related toefimed benefit retirement plans (up $1.3 millioBuring the first quarter of 2015, we recognizecdabined net periodic pension expense of $818
thousand on our defined benefit retirement plamspared to a combined net periodic pension benk$itb6 thousand during the first quarter of 201He Thcrease in net periodic pension expense
was partly related to a decrease in the discouataa well as changes in other actuarial assungptibime increase in employee benefits expense waspalrtly related to increases in expenses
related to our 401(k) and profit sharing plans $842 thousand), medical insurance expense (up H®4@and) and payroll taxes (up $199 thousand).

Our defined benefit retirement and restoration plaere frozen effective as of December 31, 2001veaic replaced by a profit sharing plan. Managerbetieves these actions helped to
reduce the volatility in retirement plan expensewdver, we still have funding obligations relatedtie defined benefit and restoration plans anddo@ecognize retirement expense related to these
plans in future years, which would be dependertherreturn earned on plan assets, the level ofdsteates and employee turnover.

Net OccupancyNet occupancy expense for the three months ekidedh 31, 2015 increased $2.1 million, or 16.4%mnpared to the same period in 2014. The increasgvimsirily related to
increases in lease expense (up $1.1 million), ptppwxes (up $409 thousand), depreciation on heddeimprovements (up $245 thousand), expenseseckelto service contracts (up
$156 thousand) and repairs and maintenance expen$d 56 thousand). The increases in these items peatly related to the additional facilities adde connection with the acquisition of WNB
during the second quarter of 2014.

Furniture and Equipment-urniture and equipment expense for the threetimsoended March 31, 2015 increased $581 thousar819%, compared to the same period in 2014. Thease
during the three months ended March 31, 2015 wasapity related to increases in software mainteeafup $828 thousand) partly offset by a decreasftware amortization (down $304
thousand).

Deposit InsuranceDeposit insurance expense totaled $3.6 milliorttie three months ended March 31, 2015 compar&8.fomillion for the three months ended MarchZ&114. The increase
in deposit insurance expense for the first quat@015 compared to the same period in 2014 wasapily related to an increase in assets.

Intangible Amortizationintangible amortization is primarily related tore deposit intangibles and, to a lesser extetangibles related to customer relationships andaoimpete agreements.
Intangible amortization for the three months enifzgich 31, 2015 increased $205 thousand, or 29.8%pared to the same period in 2014. Intangible &ration during the three months ended
March 31, 2015 was impacted by the additional aizetion related to the core deposit intangible rded in connection with the acquisition of WNB dhgrithe second quarter of 2014. The impact
of this additional amortization was partly limitegt the completion of amortization of certain preagty recognized intangible assets as well as actamfuin the annual amortization rate of certain
previously recognized intangible assets as we nseeelerated amortization approach which resultégher amortization rates during the earlier gexrthe useful lives of intangible assets.

Other Non-Interest Expens®ther non-interest expense for the three montliee March 31, 2015 increased $1.5 million, or 3.8%mnpared to the same period in 2014. Other ntardst
expense during the first quarter of 2014 was imgrhtly expenses related to the acquisition of WNBnduhe second quarter of 2014. Acquisition relaggpenses included in other non-interest
expense totaled $1.1 million during the three merghded March 31, 2014. These costs are includedindry and other miscellaneous expense ($1.0omjjliprofessional services expense
($55 thousand) and travel, meals and entertainragpénse ($36 thousand). Excluding these acquisiitated expenses during 2014, other non-intengs¢rese for the three months ended
March 31, 2015 effectively increased $2.6 million,7.0%, compared to the same period in 2014. @tféctive increase was partly related to increaseheck card expense (up $792 thousand),
professional services expense (up $676 thousandding and other miscellaneous expenses (up $63&4dmnal) and data communications expense (up $4434ahd), among other things, partly
offset by a decrease in donations expense (dow@ $fiisand), among other things.
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Results of Segment Operations

Our operations are managed along two operating seggmBanking and Frost Wealth Advisors. A desmipbf each business and the methodologies usetk&sure financial performance is
described in Note 16 - Operating Segments in tlterapanying notes to consolidated financial statémirtiuded elsewhere in this report. Net inconesg) by operating segment is presented
below:

Three Months Ended

March 31, March 31,
2015 2014
Banking $ 67,718 $ 56,056
Frost Wealth Advisors 5,337 5,084
Non-Banks (892) 48
Consolidated net income $ 72,163 $ 61,188

Banking

Net income for the three months ended March 31528dreased $11.7 million, or 20.8%, compared &gaime period in 2014. The increase was primdrdyresult of a $20.3 million increase
in net interest income and a $5.3 million increiaseon-interest income partly offset by a $12.3lioml increase in non-interest expense, a $1.6 anilincrease in the provision for loan losses and a
$182 thousand increase in income tax expense.

Net interest income for the three months ended Maig 2015 increased $20.3 million, or 12.7%, compdo the same period in 2014. The increase wasply related to an increase in the
average volume of interest-earning assets. Seanigsis of net interest income included in theisacaptioned “Net Interest Income” included elseve in this discussion.

The provision for loan losses for the three momthded March 31, 2015 totaled $8.2 million compace#6.6 million for the same period in 2014. See éimalysis of the provision for loan
losses included in the section captioned “Allowafted_oan Losses” included elsewhere in this disaus

Non-interest income for the three ended March ®152increased $5.3 million, or 11.4%, comparechtodame period in 2014. The increase was primegigted to increases in other non-
interest income, insurance commissions and feler charges, commissions and fees and interchantheebit card transaction fees. The increase ieratbn-interest income was partly related to
increases in income from customer derivative tretis@as, gains on the sale of assets/foreclosedsasseome from public finance underwriting and dynand other miscellaneous income. The
increase in insurance commissions and fees wasaphljnrelated to an increase in contingent commissireceived from various property and casualtyransce carriers related to the loss
performance of insurance policies previously placEde increase in other charges, commissions aes ¥eas primarily related to increases in incomenfronused balance fees on loan
commitments, letters of credit fees and originafiees collected on loans that did not fund. Theegase in interchange and debit card transacticiees primarily related to increases in income
from debit card transactions and ATM service f&=e the analysis of these categories of non-iriteresme included in the section captioned “Norefast Income” included elsewhere in this
discussion.

Non-interest expense for the three months endeatiMai, 2015 increased $12.3 million, or 9.2%, comgdo the same period in 2014. The increase wiasaply related to increases in
salaries and wages, employee benefits and net ancy@nd, to a lesser extent, increases in fumand fixtures expense, other non-interest expelegmsit insurance and intangible amortization.
The increase in salaries and wages was primatéye to an increase in the number of employeetlypalated to the acquisition of WNB, and normaahual merit and market increases and, to a
lesser extent, increases in stock-based compensatieentive compensation and overtime. The ine@éagmployee benefits expense was primarily rdl&teincreases in expenses related to our
defined benefit retirement plans as well as in@eas expenses related to our 401(k) and profitishalans, medical insurance expense and payaréist The increase in net occupancy was
primarily related to increases in lease expensmety taxes, depreciation on leasehold improvesnamd expenses related to service contracts aadsegmd maintenance. Net occupancy expense
was partly impacted by the additional facilitieglad in connection with the acquisition of WNB duygrithe second quarter of 2014. The increase intfiiiand equipment expense was primarily
related to an increase in software maintenancdypzfset by a decrease in software amortizatidme increase in other non-interest expense was/pattited to increases in check card expense,
professional services expense, sundry and otheeitdiseous expenses and data communications ex@ansag other things, partly offset by a decreas#onations expense, among other things.
See the analysis of these items included in thigosecaptioned “Non-Interest Expense” included efsere in this discussion.

Frost Insurance Agency, which is included in th@lBag operating segment, had gross commission tegeof $14.8 million during the three months eniliedch 31, 2015 and $13.3 million
during the three months ended March 31, 2014. fitreéase was primarily related to an increasesritiggent commissions and commission income. Searnh#sis of insurance commissions
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and fees included in the section captioned “Noefkgt Income” included elsewhere in this discusdtoast Insurance Agency also had consulting regsnotaling $176 thousand during the three
months ended March 31, 2015 and $359 thousandgithenthree months ended March 31, 2014. Consuléwngnues are primarily related to human resouroasulting services and are reported
as a component of other charges, commissions &sd fe

Frost Wealth Advisors

Net income for the three months ended March 31520dreased $253 thousand, or 5.0%, compared teatine period in 2014. The increase was primarig/tdia $1.4 million increase in non-
interest income and a $140 thousand increase imt@eest income partly offset by a $1.2 millioriease in non-interest expense and a $137 thousenedise in income tax expense.

Net interest income increased $140 thousand, &6.8c®mpared to the same period in 2014. The inereas primarily due to an increase in the averaxjenve of funds provided due to an
increase in the average volume of Frost Wealth gahgl repurchase agreements and, to a lesser,extentrease in the funds transfer price recefeegroviding those funds.

Non-interest income for the three months ended Madg 2015 increased $1.4 million, or 4.8%, comgdcethe same period in 2014. The increase wasapifinrelated to an increase in trust
and investment management fees partly offset bgcaedse in other charges, commissions and feest dind investment management fee income is the sigsficant income component for
Frost Wealth Advisors. Investment fees are the rsigstificant component of trust and investment ngamaent fees, making up approximately 76.5% of totet and investment management fees
for the first three months of 2015. Investment atfter custodial account fees are generally basettiemarket value of assets within a trust accodalatility in the equity and bond markets
impacts the market value of trust assets and thgetkinvestment fees. The increase in trust amesiment management fee income during the threeghs@mded March 31, 2015 compared to the
same period in 2014 was primarily the result oframease in trust investment fees, estate fesohmadd gas fees partly offset by a decrease ihastate fees. The increase in trust investmesrst fee
was primarily due to higher average equity valugiduring 2015 and an increase in the number aduats. The decrease in other charges, commissimhdegs was primarily related to a
decrease in income related to the sale of annufies the analysis of trust and investment managfefees included in the section captioned “Non+iege Income” included elsewhere in this
discussion.

Non-interest expense for the three months endedtvzit, 2015 increased $1.2 million, or 5.0%, coragdp the same period in 2014. The increase wasapity related to increases in other
non-interest expense (up $807 thousand) and salané wages (up $216 thousand). The increasehémn non-interest expense were related to incraasearious miscellaneous categories of
expense and overhead cost allocations. The incieasdaries and wages were primarily related tonab annual merit and market increases.

Non-Banks

The Non-Banks operating segment had a net los83# thousand for the three months ended March@Il5 2ompared to net income of $48 thousand foséimee period in 2014. The decrease
in net income during the three months ended MalcH?B15 was primarily due to a $1.0 million decee@s non-interest income, a $163 thousand increas®n-interest expense and a $96
thousand increase in net interest expense pafgtdiy a $333 thousand increase in income taxflbene

The increase in net interest expense during theethronths ended March 31, 2015 was primarily réladethe $13.4 million in junior subordinated deédnle interest debentures acquired in
connection with the acquisition of WNB during thecend quarter of 2014. See Note 2 - Mergers anduisitipns in the accompanying notes to consoliddiedncial statements included
elsewhere in this report.

The decrease in non-interest income during theethmenths ended March 31, 2015 was primarily rel&teal decrease in mineral interest income. Mingrt@rest income is related to bonus,
rental and shut-in payments and oil and gas r@sitceived from severed mineral interests on prpp&ned by our wholly-owned non-banking subsidiifain Plaza Corporation. The decrease
in mineral interest income was partly related twwdo energy prices and a decrease in production.

The increase in non-interest expense during tleethronths ended March 31, 2015 was primarily rélaténcreases in other non-interest expense dadesand employee benefits expense.

Income Taxes

We recognized income tax expense of $12.1 millfonan effective tax rate of 14.3% for the threenths ended March 31, 2015 compared to $12.1 mjlimnan effective tax rate of 16.5%
for the three months ended March 31, 2014. Theceffe income tax rates differed from the U.S. dtatyrate of 35% during the comparable periods prily due to the effect of tax-exempt
income from loans, securities and life insuranckcis. The decrease in the effective tax rateuthe three months ended March 31, 2015 was paatdged to an increase in the relative
proportion of tax-exempt income as we purchasedtiaddl tax-exempt municipal securities.

52




Table of Contents

Average Balance Sheet

Average assets totaled $27.9 billion for the thremths ended March 31, 2015 representing an iner@a$3.9 billion, or 16.4%, compared to averageetssfor the same period in 2014. The
growth in average assets was primarily funded bynarease in average deposits. Average assetsgdilminthree months ended March 31, 2015 were alstty pmpacted by the acquisition of
WNB on May 30, 2014. See Note 2 - Mergers and Asijans in the accompanying consolidated finanstatements included elsewhere in this report falitehal information related to this
acquisition. The increase was primarily reflectedarning assets, which increased $3.6 billionl®1%, during the first quarter of 2015 comparedh same period of 2014. The increase in
earning assets was primarily due to a $2.8 billimmease in average securities and a $1.5 bilhorease in average loans. We acquired cash andqasralents totaling $879.7 million and loans
totaling $670.6 million in connection with the adgjtion of WNB. Total deposits averaged $23.9 biilifor the first three months of 2015, increasiBgidbillion, or 16.6%, compared to the same
period in 2014. We acquired $1.6 billion of dep®sit connection with the acquisition of WNB. Aveeaigterest-bearing deposit accounts totaled 58.38%68.2% of average total deposits during
the first three months of 2015 and 2014, respdgtive

Loans
Loans were as follows as of the dates indicated:

March 31, Percentage December 31, Percentage
2015 of Total 2014 of Total
Commercial and industrial:
Commercial $ 5,582,282 498% $ 5,429,206 49.4 %
Leases 326,253 2.9 338,537 3.1
Total commercial and industrial 5,908,535 52.7 5,767,743 52.5
Commercial real estate:
Commercial mortgages 3,095,830 27.6 3,080,202 28.0
Construction 685,629 6.1 629,988 5.7
Land 292,966 2.6 291,907 2.7
Total commercial real estate 4,074,425 36.3 4,002,097 36.4
Consumer real estate:
Home equity loans 338,732 3.0 342,725 3.1
Home equity lines of credit 222,967 2.0 220,128 2.0
Other 290,704 2.6 286,198 2.6
Total consumer real estate 852,403 7.6 849,051 7.7
Total real estate 4,926,828 43.9 4,851,148 44.1
Consumer and other:
Consumer installment 395,879 35 385,479 35
Other 7,239 0.1 8,122 0.1
Total consumer and other 403,118 3.6 393,601 3.6
Unearned discounts (23,668) (0.2) (24,957) (0.2)
Total loans $ 11,214,813 1000% $ 10,987,535 100.0 %

Loans increased $227.3 million, or 2.1%, compaceBecember 31, 2014. The majority of our loan mdidfis comprised of commercial and industrial Isand real estate loans. Commercial
and industrial loans made up 52.7% and 52.5% af toans at March 31, 2015 and December 31, 2@kperctively, while real estate loans made up 4208644.1% of total loans, respectively,
at those dates. Real estate loans include both esomhand consumer balances.

Commercial and industrial loans increased $1401Bomj or 2.4%, during the first quarter of 2015uiGzommercial and industrial loans are a diverseigrof loans to small, medium and large
businesses. The purpose of these loans variessupporting seasonal working capital needs to témanting of equipment. While some short-term loemay be made on an unsecured basis, most
are secured by the assets being financed withtemdlanargins that are consistent with our loancgajuidelines. The commercial and industrial Igamtfolio also includes commercial leases and
purchased shared national credits ("SNC"s) whietd@éscussed in more detail below.
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Energy loans, which make up the largest conceaotraif loans in any single industry, were as follows

March 31, December 31,
2015 2014
Energy loans:

Production 1,225,783 % 1,160,404
Service 302,061 319,618
Private client 138,010 131,031
Manufacturing 79,440 76,687
Transportation 62,923 76,179
Refining 7,419 7,439
Traders 3,413 2,587

Total energy loans $ 1,819,049 $ 1,773,945

Purchased shared national credits are participaamchased from upstream financial organizatiorstend to be larger in size than our originatedfplio. Our purchased SNC portfolio
totaled $841.2 million at March 31, 2015, incregshi03.0 million, or 14.0%, from $738.2 millionBécember 31, 2014. At March 31, 2015, 63.4% oftanding purchased SNCs were related to
the energy industry. The remaining purchased SN€= wliversified throughout various other industriwgh no other single industry exceeding 10% af tbtal purchased SNC portfolio.
Additionally, almost all of the outstanding balanmepurchased SNCs was included in the commercidlindustrial portfolio, with the remainder inclé the real estate categories. SNC
participations are originated in the normal cowbé&usiness to meet the needs of our customers Watter of policy, we generally only participateSNCs for companies headquartered in or
which have significant operations within our marketas. In addition, we must have direct accefisec@ompany’s management, an existing bankingioelstip or the expectation of broadening
the relationship with other banking products anglises within the following 12 to 24 months. SNGe seviewed at least quarterly for credit qualitgdusiness development successes.

Real estate loans increased $75.7 million, or 1@8fing the first quarter of 2015. Real estate $oeclude both commercial and consumer balancesin@ocial real estate loans totaled $4.1
billion at March 31, 2015 and represented 82.7%otdl real estate loans. The majority of this pmitf consists of commercial real estate mortgagédsch includes both permanent and
intermediate term loans. Our primary focus for thenmercial real estate portfolio has been growtloams secured by owner-occupied properties. Theses are viewed primarily as cash flow
loans and secondarily as loans secured by redee§lansequently, these loans must undergo thgsasalnd underwriting process of a commercial amistrial loan, as well as that of a real

estate loan.

The consumer loan portfolio, including all consurresl estate and consumer installment loans, ttle? billion at both March 31, 2015 and DecenBier2014. Consumer real estate loans,
increased $3.4 million, or 0.4%, from DecemberZ114. Combined, home equity loans and lines ofitredde up 65.9% and 66.3% of the consumer reateekian total at March 31, 2015 and
December 31, 2014, respectively. We offer home tgdoians up to 80% of the estimated value of thesqaal residence of the borrower, less the valuexidting mortgages and home
improvement loans. In general, we do not origirlatefamily mortgage loans; however, from time todi we may invest in such loans to meet the nekdarccustomers. Consumer installment
loans, increased $10.4 million, or 2.7%, from DebenB1, 2014. The consumer installment loan paatfptimarily consists of automobile loans, unsedurevolving credit products, personal

loans secured by cash and cash equivalents, aadsithilar types of credit facilities.
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Non-Performing Assets

Non-performing assets and accruing past due loemg@sented in the table below. Troubled debtuestrings on non-accrual status are reported asagorual loans. Troubled debt
restructurings on accrual status are reported atgigr

March 31, December 31,
2015 2014
Non-accrual loans:
Commercial and industrial $ 33,601 $ 34,744
Commercial real estate 17,145 19,639
Commercial construction 2,740 2,792
Consumer real estate 2,347 2,212
Consumer and other 481 538
Total non-accrual loans 56,314 59,925
Restructured loans — —
Foreclosed assets:
Real estate 3,293 5,251
Other — —
Total foreclosed assets 3,293 5,251
Total non-performing assets $ 59,607 $ 65,176
Ratio of non-performing assets to:
Total loans and foreclosed assets 0.53% 0.59%
Total assets 0.21 0.23
Accruing past due loans:
30 to 89 days past due $ 47,068 $ 42,881
90 or more days past due 13,639 20,941
Total accruing past due loans $ 60,707 $ 63,822
Ratio of accruing past due loans to total loans:
30 to 89 days past due 0.42% 0.39%
90 or more days past due 0.12% 0.19
Total accruing past due loans 0.54% 0.58%

Non-performing assets include non-accrual loamsibied debt restructurings and foreclosed assets-performing assets at March 31, 2015 decreasdédritilion from December 31, 2014.
Non-accrual commercial and industrial loans inctlidee credit relationship in excess of $5 millienad March 31, 2015 and December 31, 2014. Thiditcrelationship totaled $15.3 million at
March 31, 2015 and $15.5 million at December 31142(Non-accrual real estate loans primarily consfsiand development, 1-4 family residential constion credit relationships and loans
secured by office buildings and religious faciktieOne credit relationship totaling $5.5 million March 31, 2015 and $5.6 million at December 31142Was included in both non-accrual
commercial and industrial loans ($2.6 million atigfa31, 2015 and $2.7 million at December 31, 2CGdt) non-accrual commercial real estate loans ($#l®n at both March 31, 2015 and
December 31, 2014).

Generally, loans are placed on non-accrual stagosncipal or interest payments become 90 days$ gias and/or management deems the collectibilitthefprincipal and/or interest to be in
question, as well as when required by regulatogyirements. Once interest accruals are discontirammued but uncollected interest is charged toeatiyear operations. Subsequent receipts on
non-accrual loans are recorded as a reductionio€ipal, and interest income is recorded only aftencipal recovery is reasonably assured. Clasgifin of a loan as non-accrual does not
preclude the ultimate collection of loan principalinterest.

Foreclosed assets represent property acquiredeasesult of borrower defaults on loans. Forecloassskets are recorded at estimated fair value, Eswnated selling costs, at the time of
foreclosure. Write-downs occurring at foreclosure eharged against the allowance for loan losseguRtory guidelines require us to reevaluate #irevialue of foreclosed assets on at least an
annual basis. Our policy is to comply with the degory guidelines. Write-downs are provided for seduent declines in value and are included in atiberinterest expense along with other
expenses related to maintaining the propertiestéfdiowns of foreclosed assets totaled $22 thou$andd thousand, during the three months ended MakcR015 and 2014, respectively. There
were no significant concentrations of any propsrtte which the aforementioned write-downs releteny single geographic region.
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Potential problem loans consist of loans that amopming in accordance with contractual termsfoutwhich management has concerns about the abilign obligor to continue to comply
with repayment terms because of the obligor's p@kaperating or financial difficulties. Managentenonitors these loans closely and reviews theaifop@ance on a regular basis. At March 31,
2015 and December 31, 2014, we had $24.7 millieh$ds.1 million in loans of this type which are mutluded in any one of the non-accrual, restrieduwr 90 days past due loan categories. At
March 31, 2015, potential problem loans consisfe® aedit relationships. Of the total outstandbajance at March 31, 2015, 36.6% related to twéoooners in manufacturing, 19.2% related to a
general contractor and 10.9% related to a munitypaleakness in these organizations’ operatindoperance and financial condition, among other fegstbhave caused us to heighten the attention
given to these credits.

Allowance for Loan Losses

The allowance for loan losses is a reserve eshaalishrough a provision for loan losses chargeexense, which represents management’s best estofigrobable losses that have been
incurred within the existing portfolio of loans. &lallowance, in the judgment of management, issezg to reserve for estimated loan losses ansl inélerent in the loan portfolio. Our allowance
for loan loss methodology includes allowance alfioces calculated in accordance with ASC Topic 3'Rkceivables” and allowance allocations calculatedccordance with ASC Topic 450,
“Contingencies.” Accordingly, the methodology issbd on historical loss experience by type of cradd internal risk grade, specific homogeneous pisiis and specific loss allocations, with
adjustments for current events and conditions. @acess for determining the appropriate level ef alowance for loan losses is designed to accfmntredit deterioration as it occurs. The
provision for loan losses reflects loan qualityntts, including the levels of and trends relateddno-accrual loans, past due loans, potential pnolitens, classified and criticized loans and net
charge-offs or recoveries, among other factors. grogision for loan losses also reflects the totaldf actions taken on all loans for a particularipd. In other words, the amount of the provision
reflects not only the necessary increases in tloevahce for loan losses related to newly identifieiticized loans, but it also reflects actionseakelated to other loans including, among other
things, any necessary increases or decreasesuira@gllowances for specific loans or loan po&se Note 4 - Loans in the accompanying notes tsatimiated financial statements included
elsewhere in this report for further details regragcdur methodology for estimating the appropriatesl of the allowance for loan losses.

The table below provides, as of the dates indigatedllocation of the allowance for loan losseddayn type; however, allocation of a portion of #il®wance to one category of loans does not
preclude its availability to absorb losses in ottegegories:

March 31, December 31,
2015 2014
Commercial and industrial $ 64,713 $ 59,192
Commercial real estate 27,105 27,163
Consumer real estate 4,907 5,178
Consumer and other 8,983 8,009
Unallocated — —
Total $ 105,708 $ 99,542

The reserve allocated to commercial and indudoehts at March 31, 2015 increased $5.5 million carag to December 31, 2014. This increase was phnratated to increases in historical
valuation allowances, reserves allocated for exeessdustry concentrations and highly leveragestitrrelationships and a decrease in the adjustfoemécoveries partly offset by a decrease in
the reserve allocated for general macroeconomic Hsstorical valuation allowances increased $2ifion from $32.4 million at December 31, 2014 t8553 million at March 31, 2015. The
increase in historical valuation allowances wasarily due to an increase in the volume of nonsifaesl commercial and industrial loans, particyldHose graded as special mention (risk grade
10) and watch (risk grade 9) and, to a lesser exaégnincrease in the volume of classified loartge impact of these volume increases was parthebffg decreases in the historical loss allocation
factors applied to certain categories of non-cfesbiand classified commercial and industrial lodBkssified commercial and industrial loans (lohasing a risk grade of 11, 12 or 13) totaled
$102.6 million at March 31, 2015 compared to $9%illion at December 31, 2014. The reserves allatdte excessive industry concentrations increasg® #illion from $2.1 million at
December 31, 2014 to $5.9 million at March 31, 2ptisarily due to increased risk concentrationsitesl to energy production and energy service aedilie weighted average risk-grade for
energy loans was 6.07 at March 31, 2015 comparéd4® at December 31, 2014. The reserves allodatetighly leveraged credit relationships increagdd4 million from $4.0 million at
December 31, 2014 to $5.4 million at March 31, 2@tigharily due to an increase in the volume of sacddit relationships, which were mostly pass-gradm-energy related commercial and
industrial loans with commitments in excess of $1@illion. The adjustment for recoveries decrea$td million from $6.2 million at December 31, 201 $5.2 million at March 31, 2015
primarily due to the lower level of recoveries, amannualized basis, experienced in the first thresths of 2015 relative to adjusted annual redesdor 2014. The reserve allocated for general
macroeconomic risk totaled $2.8 million at March 3215 compared to $7.7 million at December 3142@& December 31, 2014, the level of the reseovegéneral macroeconomic risk reflected
the prevailing market conditions, particularly tivcertainty associated with decreasing oil pri€asce that time, oil prices have appeared to stabéind increase slightly
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from recent lows. The decrease in the reserveatkalcfor general macroeconomic risk resulted asiske associated with decreased oil prices arenefiected in other components of the overall
reserves allocated for commercial and industriahty primarily the aforementioned increase in alionis for excessive industry concentrations.

The reserve allocated to commercial real estateslaaMarch 31, 2015 decreased $58 thousand cochfzafBecember 31, 2014 as a decrease in the refgrgeneral macroeconomic risk was
mostly offset by a decrease in the adjustment éopveries combined with increases in reservesathdcfor highly leveraged credit relationshipsgéarelationship concentrations, distressed
industries and credit and collateral exceptions Téserve allocated for general macroeconomictatsfed $1.2 million at March 31, 2015 comparecb3c5 million at December 31, 2014. The
decrease reflects, in part, positive trends reladedommercial real estate loan charge-offs andstfiad commercial real estate loans. Net commileres estate loan charge-offs totaled $306
thousand during the first quarter of 2015 decrep$ih3 million compared to $1.6 million during tfiest quarter of 2014. Classified commercial restbge loans totaled $60.8 million at March 31,
2015 compared to $65.8 million at December 31, 20 adjustment for recoveries decreased $1.lomilfom $1.8 million at December 31, 2014 to $@88usand at March 31, 2015 primarily
due to the lower level of recoveries, on an anaedlibasis, experienced in the first three montiZ0ab relative to adjusted annual recoveries fdd20 he reserve allocated for highly leveraged
credit relationships and the reserve allocatedafaye credit relationships increased $360 thousantti$296 thousand, respectively, from Decembe314 to March 31, 2015 primarily due to
increases in the volumes of such credit relatiggshihe distressed industries allocation relatedotamercial real estate loans increased $231 thdusdile reserves allocated for credit and
collateral exceptions increased $227 thousand.

The reserve allocated to consumer real estate laMsirch 31, 2015 decreased $271 thousand compaieecember 31, 2014. This decrease was primauiyto a decrease in the reserve for
general macroeconomic risk partly offset by a desean the adjustment for recoveries and incraadaistorical valuation allowances and the allomafior loans not reviewed by concurrence.

The reserve allocated to consumer and other loaktaech 31, 2015 increased $1.0 million compare®ézember 31, 2014. The increase was primarilytgéléo an increase in the historical
valuation allowances due to an increase in thetiistl loss allocation factor applied to consumed ather loans and an increase in the volume df foens combined with an increase in the
environmental risk adjustment. These increases pantdy offset by a decrease in the reserve alkatédr general macroeconomic risk.

Activity in the allowance for loan losses is pretehin the following table.

Three Months Ended

March 31, March 31,
2015 2014

Balance at beginning of period 99,542 $ 92,438
Provision for loan losses 8,162 6,600
Charge-offs:

Commercial and industrial (2,132) (2,367)

Commercial real estate (478) (1,791)

Consumer real estate (80) (22)

Consumer and other (2,805) (2,487)

Total charge-offs (5,495) (6,666)

Recoveries:

Commercial and industrial 1,282 671

Commercial real estate 172 213

Consumer real estate 52 44

Consumer and other 1,993 1,856

Total recoveries 3,499 2,784

Net charge-offs (1,996) (3,882)
Balance at end of period 105,708 $ 95,156
Ratio of allowance for loan losses to:

Total loans 0.94% 0.98%

Non-accrual loans 187.71 192.22
Ratio of annualized net charge-offs to averagd lotens 0.07 0.16
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The provision for loan losses increased $1.6 nmijliar 23.7% during the three months ended Marct2815 compared to the same period in 2014. Theaser in the provision for loan losses
during the three months ended March 31, 2015 welypelated to an increase in the volume of loassvell as increases in the weighted-average ristteg of our energy and other commercial
and industrial loan portfolios and our commerciedlrestate loan portfolios. The overall weightedrage risk grades of these portfolios was 6.46 atcki31, 2015 compared to 6.29 at
December 31, 2014. The ratio of the allowancedanllosses to total loans was 0.94% at March 315 20mpared to 0.91% at December 31, 2014. Managdmedieves the recorded amount of
the allowance for loan losses is appropriate bagmEsth management’s best estimate of probable |ldks¢dave been incurred within the existing portfaf loans. Should any of the factors
considered by management in evaluating the apateplével of the allowance for loan losses changegestimate of probable loan losses could alsagdawhich could affect the level of future
provisions for loan losses.

Capital and Liquidity

Capital. Shareholders’ equity totaled $2.9 billion at bdtarch 31, 2015 and December 31, 2014. In addiionet income of $72.2 million, other sources gbita during the three months
ended March 31, 2015 included other comprehensiwenme, net of tax, of $18.3 million, $2.6 millioelated to stock-based compensation and $728 thdusaproceeds from stock option
exercises and related tax benefits of $74 thoudasels of capital during the three months ended Maig 2015 included $34.3 million of dividends parpreferred and common stock.

The accumulated other comprehensive income/lospaoent of shareholders’ equity totaled a net, aé®y unrealized gain of $160.1 million at March 2015 compared to a net, after-tax,
unrealized gain of $141.8 million at December 3114 The increase was primarily due to a $22.3onilhet after-tax increase in the net unrealizad ga securities available for sale and a $1.1
million net after-tax decrease in the net actuddss of our defined benefit post-retirement beréins partly offset by a $5.1 million net aftaxtdecrease in the net unrealized gain on seauritie
transferred to held to maturity.

The Basel Ill Capital Rules became effective foll€uFrost and Frost Bank on January 1, 2015 (stiltfea phase-in period for certain provisions)cémnection with the adoption of the
Basel Il Capital Rules, we elected to opt-outlod tequirement to include most components of actated other comprehensive income in regulatorytahphccordingly, amounts reported as
accumulated other comprehensive income/loss retatedcurities available for sale, effective cdstvthedges and defined benefit post-retirement fitgplans do not increase or reduce regulatory
capital and are not included in the calculationrisi-based capital and leverage ratios. Regulaagencies for banks and bank holding companieseitdapital guidelines designed to measure
capital and take into consideration the risk inheia both on-balance sheet and off-balance shegisi See Note 8 - Capital and Regulatory Mattethé accompanying notes to consolidated
financial statements included elsewhere in thisrep

We paid quarterly dividends of $0.51 per commorresttluring the first quarter of 2015 and quarteilidénds of $0.50 per common share during the Grsirter of 2014. This equates to a
common stock dividend payout ratio of 46.0% and%d during the first quarters of 2015 and 2014, eetipely. Under the terms of the junior subordidatieferrable interest debentures that we
issued to Cullen/Frost Capital Trust Il and WNB @alpTrust |, we have the right at any time durihg term of the debentures to defer the paymemtefest at any time or from time to time for
an extension period not exceeding 20 consecutiaeteply periods with respect to each extensionopke®ur ability to declare or pay dividends onparchase, redeem or otherwise acquire, shares
of our capital stock is subject to certain resimits during any such extension period.

Under the terms of our Series A Preferred Stock,atlity to declare or pay dividends on, or pursaredeem or otherwise acquire, shares of our @snstock or any of our securities that
rank junior to our Series A Preferred Stock is sabjo certain restrictions in the event that wandbdeclare and pay dividends on our Series Adpred Stock for the most recent dividend period.

Stock Repurchase Plarfsrom time to time, our board of directors has an#eal stock repurchase plans. Stock repurchass pldow us to proactively manage our capital positnd return
excess capital to shareholders. Shares purchaskt such plans also provide us with shares of comstack necessary to satisfy obligations relatestdock compensation awards. We did not
have any active stock repurchase plans duringitstequarter of 2015. See Part II, Iltem 2 - Unregisd Sales of Equity Securities and Use of Prasséadluded elsewhere in this report, for details
of stock repurchases during the quarter.

Liquidity. Liquidity measures the ability to meet currend dature cash flow needs as they become due. Tuédity of a financial institution reflects its diby to meet loan requests, to
accommodate possible outflows in deposits andk® salvantage of interest rate market opportunifibs. ability of a financial institution to meet itairrent financial obligations is a function of its
balance sheet structure, its ability to liquidateeds and its access to alternative sources osfdrte objective of our liquidity management isttanage cash flow and liquidity reserves so that
they are adequate to fund our operations and ta aligations and other commitments on a timelyidasd at a reasonable cost. We seek to achievelbfgctive and ensure that funding needs
are met by maintaining an appropriate level ofitiqunds through asset/liability management, whidiudes managing the mix
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and time to maturity of financial assets and finahi@abilities on our balance sheet. Our liquidtgsition is enhanced by our ability to raise addal funds as needed in the wholesale markets.

Asset liquidity is provided by liquid assets whiake readily marketable or pledgeable or which militure in the near future. Liquid assets includghcanterest-bearing deposits in banks,
securities available for sale, maturities and d¢hwst from securities held to maturity, and fedeftalds sold and resell agreements.

Liability liquidity is provided by access to fundjrsources which include core deposits and correlgrdrbanks in our natural trade area that mairgagounts with and sell federal funds to
Frost Bank, as well as federal funds purchasedepmarchase agreements from upstream banks andidepatsined through financial intermediaries.

Our liquidity position is continuously monitoreddaadjustments are made to the balance betweenesoantl uses of funds as deemed appropriate. Liguisk management is an important
element in our asset/liability management procésés.regularly model liquidity stress scenarios teess potential liquidity outflows or funding profle resulting from economic disruptions,
volatility in the financial markets, unexpectedditeevents or other significant occurrences deepretilematic by management. These scenarios argpmeded into our contingency funding plan,
which provides the basis for the identificationoof liquidity needs. As of March 31, 2015, managehi® not aware of any events that are reasonitalylto have a material adverse effect on our
liquidity, capital resources or operations. In déiddi, management is not aware of any regulatorgmenendations regarding liquidity, that would haveaterial adverse effect on us.

Since Cullen/Frost is a holding company and dodsconduct operations, our primary sources of liguidre dividends upstreamed from Frost Bank andadvangs from outside sources.
Banking regulations may limit the amount of dividsrthat may be paid by Frost Bank. See Note 8 it&@a@md Regulatory Matters in the accompanyingsadb consolidated financial statements
included elsewhere in this report regarding suefddnds. At March 31, 2015, Cullen/Frost had ligagsets, including cash and resell agreementting&289.7 million.

Accounting Standards Updates

See Note 18 - Accounting Standards Updates in do®mapanying notes to consolidated financial statgéméncluded elsewhere in this report for detailsrecently issued accounting
pronouncements and their expected impact on oanéial statements.
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Consolidated Average Balance Sheets and Interestdame Analysis - Quarter To Date

(Dollars in thousands - taxable-equivalent basis)

Assets:
Interest-bearing deposits
Federal funds sold and resell agreements
Securities:

Taxable

Tax-exempt

Total securities

Loans, net of unearned discounts
Total Earning Assets and Average Rate Earned
Cash and due from banks
Allowance for loan losses
Premises and equipment, net
Accrued interest and other assets

Total Assets

Liabilities:
Non-interest-bearing demand deposits:
Commercial and individual
Correspondent banks
Public funds
Total non-interest-bearing demand deposits
Interest-bearing deposits:
Private accounts
Savings and interest checking
Money market deposit accounts
Time accounts
Public funds
Total interest-bearing deposits
Total deposits
Federal funds purchased and repurchase agreements
Junior subordinated deferrable interest debentures
Subordinated notes payable and other notes
Total Interest-Bearing Funds and Average Rate Paid
Accrued interest and other liabilities
Total Liabilities
Shareholders’ Equity
Total Liabilities and Shareholders’ Equity
Net interest income
Net interest spread

Net interest income to total average earning assets

March 31, 2015

March 31, 2014

Interest Interest
Average Income/ Yield/ Average Income/ Yield/
Balance Expense Cost Balance Expense Cost
3,114,583 $ 1,970 0.26% $ 3,819,492 $ 2,404 0.26%
20,597 20 0.39 19,452 20 0.42
5,698,533 30,172 2.16 4,372,851 21,403 2.00
5,919,544 81,091 5.59 4,450,382 61,525 5.57
11,618,077 111,263 3.91 8,823,233 82,928 3.81
11,073,389 107,120 3.92 9,577,538 105,814 4.48
25,826,646 220,373 3.47 22,239,715 191,166 3.48
564,469 566,713
(101,558) (94,406)
461,646 317,463
1,184,735 977,113
27,935,938 $ 24,006,598
9,110,255 $ 7,388,236
373,584 355,881
476,986 409,054
9,960,825 8,153,171
4,769,255 247 0.02 3,953,601 220 0.02
7,840,118 2,019 0.10 6,960,570 1,804 0.11
923,967 454 0.20 942,941 467 0.20
418,033 36 0.03 500,796 70 0.06
13,951,373 2,756 0.08 12,357,908 2,561 0.08
23,912,198 2756 20,511,079
615,722 36 0.02 503,729 27 0.02
137,115 655 1.91 123,712 561 1.81
100,000 224 0.90 100,000 222 0.89
14,804,210 3,671 0.10 13,085,349 3,371 0.10
274,221 215,569
25,039,256 21,454,089
2,896,682 2,552,509
27,935,938 $ 24,006,598
$ 216,702 $ 187,795
3.37% 3.38%
3.41% 3.42%

For these computations: (i) average balances asepted on a daily average basis, (ii) informaioshown on a taxable-equivalent basis assumiriiy/atax rate, (iii) average loans include loans on-accrual status,
and (iv) average securities include unrealizedgyaird losses on securities available for sale wields are based on average amortized cost.
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ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk

The disclosures set forth in this item are qualiftey the section captioned “Forward-Looking Stateteeand Factors that Could Affect Future Results¢luded in Item 2. Management's
Discussion and Analysis of Financial Condition dekults of Operations of this report and other mary statements set forth elsewhere in this repor

Refer to the discussion of market risks includedtém 7A. Quantitative and Qualitative Disclosuddsout Market Risk in the 2014 Form 10-K. There bagn no significant change in the
types of market risks we face since December 31420

We utilize an earnings simulation model as the primrguantitative tool in measuring the amount ¢ériest rate risk associated with changing markesra’he model quantifies the effects of
various interest rate scenarios on projected netast income and net income over the next 12 nsofithe model measures the impact on net interestria relative to a flat-rate case scenario of
hypothetical fluctuations in interest rates oveeg tiext 12 months. These simulations incorporatanaggons regarding balance sheet growth and migjngr and the repricing and maturity
characteristics of the existing and projected badasheet. The impact of interest rate derivatisash as interest rate swaps, caps and floorssasiratiuded in the model. Other interest rate-eelat
risks such as prepayment, basis and option risklaceconsidered.

For modeling purposes, as of March 31, 2015, thdehsimulations projected that a 100 basis poitathla increase in interest rates would result megative variance in net interest income of
0.1% and a 200 basis point ratable increase indsteates would result in a positive variancedhinterest income of 0.1%, relative to the flaerease over the next 12 months, while a decrease i
interest rates of 25 basis points would result regative variance in net interest income of 2.8efétive to the flat-rate case over the next 12 tmarnThe March 31, 2015 model simulations were
impacted by the assumption, for modeling purpodest, we will begin to pay interest on demand depaghose not already receiving an earnings crad#) in the second quarter of 2015, as
further discussed below. As of March 31, 2014, niedel simulations projected that 100 and 200 bpeist ratable increases in interest rates wouldlrés positive variances in net interest
income of 0.2% and 1.1%, respectively, relativéh flat-rate case over the next 12 months, while@ease in interest rates of 25 basis pointsdvedult in a negative variance in net interest
income of 3.0% relative to the flat-rate case dhernext 12 months. The March 31, 2014 model sitimna were impacted by the assumption, for modghagoses, that we would begin to pay
interest on demand deposits in the second quait2d1e!. The likelihood of a decrease in interegtsdeyond 25 basis points as of March 31, 20152844 was considered to be remote given
prevailing interest rate levels.

The model simulations as of March 31, 2015 indi¢htg our balance sheet is less asset sensitigemparison to our balance sheet as of March 314.20e decrease in asset sensitivity is
primarily due to an increase in the relative praoiporof interest-earning assets invested in fixag-isecurities and a decrease in the relative pgiopaf interest-earning assets invested in végiab
rate interest-bearing deposits, which generallyicepas market interest rates change. The growtluirbalance sheet since the first quarter of 2044 partly funded by significant deposit growth.
Additionally, during the second quarter of 2014, asgjuired WNB Bancshares, Inc. (See Note 2 - Mergad Acquisitions included in the notes to comsdéd financial statements elsewhere in
this report). In connection with the acquisitiore acquired cash and cash equivalents totaling $8%#lion and loans totaling $670.6 million. We @lacquired deposits totaling $1.6 billion. The
acquisition of WNB did not significantly impact osensitivity to interest rate changes relativeunexposure prior to the acquisition.

As mentioned above, financial regulatory reformididion entitled the “Dodd-Frank Wall Street Refoand Consumer Protection Act” (the “Dodd-Frank”Acepealed the federal prohibition
on the payment of interest on demand depositsellyepermitting depository institutions to pay imstron business transaction and other accountsariegiJuly 21, 2011. To date, we have not
experienced any significant additional interest&@s a result of the repeal; however, we may beegimcur interest costs associated with certamated deposits in the future as market conditions
warrant. If this were to occur, our balance sheatld likely become more liability sensitive. Becaubke interest rate that will ultimately be paidtbase demand deposits depends upon a variety
of factors, some of which are beyond our contra, agsumed an aggressive pricing structure for tineoges of the model simulations discussed abotte inerest payments beginning in the
second quarter of 2015. Should the actual inteatstpaid on demand deposits be less than thasatamed in the model simulations, or should trera@st rate paid for demand deposits become an
administered rate with less direct correlation mvaments in general market interest rates, ounbalaheet could be more asset sensitive than thelrsionulations might otherwise indicate.

As of March 31, 2015, the effects of a 200 basistpacrease and a 25 basis point decrease irestteates on our derivative holdings would not ltaawa significant variance in our net interest
income.

The effects of hypothetical fluctuations in intdrestes on our securities classified as “tradingtier ASC Topic 320, “Investments—Debt and EquityuBigies,” are not significant, and, as
such, separate quantitative disclosure is not ptede
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Iltem 4. Controls and Procedures

As of the end of the period covered by this QubrtBeport on Form 10-Q, an evaluation was carriatl iy management, with the participation of its é&Htxecutive Officer and Chief
Financial Officer, of the effectiveness of our disure controls and procedures (as defined in RB&e15(e) under the Securities Exchange Act of 1984dsed upon that evaluation, the Chief
Executive Officer and Chief Financial Officer congkd that the disclosure controls and procedures wef#fective as of the end of the period coveredhiy report. No change in our internal
control over financial reporting (as defined in Rdl3a-15(f) under the Securities Exchange Act @&4)®ccurred during the last fiscal quarter thatemally affected, or is reasonably likely to
materially affect, our internal control over fingalareporting.
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Part Il. Other Information

Item 1. Legal Proceedings

We and our subsidiaries are subject to variousndand legal actions that have arisen in the cafresenducting business. Management does not exipectltimate disposition of these matters
to have a material adverse impact on our finarst&kements.

ltem 1A. Risk Factors
There has been no material change in the riskifadisclosed under Item 1A. of our 2014 Form 10-K.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

The following table provides information with regpé¢o purchases we made or were made on our behalfiy “affiliated purchaser” (as defined in Rul@b118(a)(3) under the Securities
Exchange Act of 1934), of our common stock durimg three months ended March 31, 2015. Dollar ansaarthousands.

Maximum
Number of Shares
(or Approximate

Dollar Value)
Total Number of That May Yet Be
Shares Purchased Purchased Under
Total Number of Average Price as Part of Publicly the Plan at the
Period Shares Purchased Paid Per Share Announced Plan End of the Period

January 1, 2015 to January 31, 2015 — % — —  $
February 1, 2015 to February 28, 2015 — — — —
March 1, 2015 to March 31, 2015 — — — —
Total —  $ —

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
None.

Item 5. Other Information
None.

Iltem 6. Exhibits

(a) Exhibits
Exhibit
Number Description
31.1 Rule 13a-14(a) Certification of the Corporasadhief Executive Officer
31.2 Rule 13a-14(a) Certification of the Corporagabhief Financial Officer
32.1+ Section 1350 Certification of the CorporasoBhief Executive Officer
32.2+ Section 1350 Certification of the Corporaso@hief Financial Officer
101 Interactive Data File

+ This exhibit shall not be deemed “filed” for pugss of Section 18 of the Securities Exchange Ad934, or otherwise subject to the liability of tts&ction, and shall not be deemed to be
incorporated by reference into any filing under Sezurities Act of 1933 or the Securities Exchageof 1934.
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Signatures

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the undessi thereunto duly authorized.

Cullen/Frost Bankers, Inc.
(Registrant)

Date: April 29, 2015 By: /sl Jerry Salinas
Jerry Salinas

Group Executive Vice President

and Chief Financial Officer

(Duly Authorized Officer, Principal Financial
Officer and Principal Accounting Officer)

64

(Back To Top

Section 2: EX-31.1 (CHIEF EXECUTIVE OFFICER CERTIFICATIO N)

Exhibit 31.1
Rule 13a-14(a) Certification
of the Corporation’s Chief Executive Officer
I, Richard W. Evans, Jr., certify that:
1. I have reviewed this Quarterly Report on Form@06f Cullen/Frost Bankers, Inc.;
2. Based on my knowledge, this report does not @orgay untrue statement of a material fact or omiistate a material fact necessary to make thersttts made, in light of the
circumstances under which such statements were,matimisleading with respect to the period covdrgdhis report;
3. Based on my knowledge, the financial statemeantd, other financial information included in thigpoet, fairly present in all material respects thmafficial condition, results of operations
and cash flows of the registrant as of, and fa,glriods presented in this report;
4, The registrant’s other certifying officer andréaesponsible for establishing and maintainingldsure controls and procedures (as defined in &xgh Act Rules 13a-15(e) and 15d-15(¢e))

and internal control over financial reporting (afided in Exchange Act Rules 13a-15(f) and 15d)}5¢k the registrant and have:

(a) Designed such disclosure controls and procedaresaused such disclosure controls and procedores designed under our supervision, to ensuatentiaterial information relating to
the registrant, including its consolidated subsid&a is made known to us by others within thogs#ies, particularly during the period in which $hieport is being prepared;

(b) Designed such internal control over financigdaring, or caused such internal control over faiahreporting to be designed under our supervjsiorprovide reasonable assurance
regarding the reliability of financial reportingcthe preparation of financial statements for exdepurposes in accordance with generally accegtedunting principles;

(c) Evaluated the effectiveness of the registradiszlosure controls and procedures and presentélisrreport our conclusions about the effectivenesthe disclosure controls and
procedures, as of the end of the period coveratiibyeport based on such evaluation; and

(d) Disclosed in this report any change in the ttegig’s internal control over financial reportirfgat occurred during the registrant’'s most recestti quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that hetenially affected, or is reasonably likely to maty affect, the registrant’s internal controlanfinancial reporting; and

5. The registrant’s other certifying officer and ave disclosed, based on our most recent evaluafionternal control over financial reporting, toethegistrant’s auditors and the audit
committee of registrant’s board of directors (orspas performing the equivalent functions):
(&) All significant deficiencies and material weakses in the design or operation of internal cortver financial reporting which are reasonably liiki adversely affect the registrant’s
ability to record, process, summarize and repaodrfcial information; and
(b) Any fraud, whether or not material, that invaveanagement or other employees who have a sigmifiole in the registrant’s internal control ofieancial reporting.

April 29, 2015
/s/ Richard W. Evans, Jr.

Richard W. Evans, Jr.
Chief Executive Officer
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Section 3: EX-31.2 (CHIEF FINANCIAL OFFICER CERTIFICATIO N)

Exhibit 31.2
Rule 13a-14(a) Certification
of the Corporation’s Chief Financial Officer
I, Jerry Salinas, certify that:
1. | have reviewed this Quarterly Report on Forn6f Cullen/Frost Bankers, Inc.;
2. Based on my knowledge, this report does not @orgny untrue statement of a material fact or omistate a material fact necessary to make therstatts made, in light of the
circumstances under which such statements were,matimisleading with respect to the period covdrgdhis report;
3. Based on my knowledge, the financial statememd, other financial information included in thipoet, fairly present in all material respects thrfcial condition, results of operations
and cash flows of the registrant as of, and fa,pgériods presented in this report;
4, The registrant’s other certifying officer andréaesponsible for establishing and maintainingld&ure controls and procedures (as defined in &xgé Act Rules 13a-15(e) and 15d-15(e))

and internal control over financial reporting (&dided in Exchange Act Rules 13a-15(f) and 15d)%¢f the registrant and have:

(a) Designed such disclosure controls and procedaresused such disclosure controls and procedoiies designed under our supervision, to ensatentlaterial information relating to
the registrant, including its consolidated subsidi is made known to us by others within thoséies, particularly during the period in which ghieport is being prepared;

(b) Designed such internal control over financigdaging, or caused such internal control over fgiahreporting to be designed under our supervjsiorprovide reasonable assurance
regarding the reliability of financial reportingdithe preparation of financial statements for exakpurposes in accordance with generally accegtedunting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentétisreport our conclusions about the effectivenaisthe disclosure controls and
procedures, as of the end of the period coverdtiibyeport based on such evaluation; and

(d) Disclosed in this report any change in the ftegiig’s internal control over financial reportirftat occurred during the registrant’s most recesti quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that retemally affected, or is reasonably likely to miahy affect, the registrant’s internal controlenfinancial reporting; and



5. The registrant’s other certifying officer and dve disclosed, based on our most recent evaluafionternal control over financial reporting, toetlegistrant’s auditors and the audit

committee of registrant’s board of directors (orspas performing the equivalent functions):
(a) All significant deficiencies and material weagses in the design or operation of internal cordvelr financial reporting which are reasonablylifk® adversely affect the registrant’s

ability to record, process, summarize and repaodrfcial information; and
(b) Any fraud, whether or not material, that invadvaanagement or other employees who have a sigmifiole in the registrant’s internal control ofieancial reporting.

April 29, 2015

/sl Jerry Salinas

Jerry Salinas
Group Executive Vice President and Chief FinanOificer
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Section 4: EX-32.1 (CHIEF EXECUTIVE OFFICER SECTION 1350 CERTIFICATION)

Exhibit 32.1

Section 1350 Certification of the
Corporation’s Chief Executive Officer

Pursuant to Subsections (a) and (b) of Section b8&hapter 63 of Title 18 of the United States €adaccordance with Section 906 of the SarbandeyOXct of 2002, the undersigned, Richard
W. Evans, Jr., Chief Executive Officer, of Cullergft Bankers, Inc. (the “Corporation”), hereby &3, to his knowledge, that the Corporation’s Qeidy Report on Form 10-Q for the quarter
ended March 31, 2015 (the “Report”) fully compliggh the requirements of Section 13(a) or 15(d)haf Securities Exchange Act of 1934, and that tfi@rination contained in the Report fairly
presents, in all material respects, the finanaaldition and results of operations of the Corporati

/sl Richard W. Evans, Jr. April 29, 2015
Richard W. Evans, Jr.

The forgoing certification is being furnished sgl@lursuant to Subsections (a) and (b) of Secti@®1d Chapter 63 of Title 18 of the United Statesl€in accordance with Section 906 of the
Sarbanes-Oxley Act of 2002 and shall not be deéfiled” for purposes of Section 18 of the SecurdtiExchange Act of 1934, or otherwise subject tdidiidlity of that section, and shall not be
deemed to be incorporated by reference into amgfilnder the Securities Act of 1933 or the SelsiExchange Act of 1934.
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Section 5: EX-32.2 (CHIEF FINANCIAL OFFICER SECTION 1350 CERTIFICATION)

Exhibit 32.2

Section 1350 Certification of the
Corporation’s Chief Financial Officer

Pursuant to Subsections (a) and (b) of Section B3%Chapter 63 of Title 18 of the United States €au accordance with Section 906 of the SarbandsyOXxct of 2002, the undersigned, Jerry
Salinas, Chief Financial Officer, of Cullen/Frostrikers, Inc. (the “Corporation”), hereby certifigs,his knowledge, that the Corporation’s Quarté&iport on Form 10-Q for the quarter ended
March 31, 2015 (the “Report”) fully complies withet requirements of Section 13(a) or 15(d) of theuBtes Exchange Act of 1934, and that the infdfomacontained in the Report fairly
presents, in all material respects, the finanaaldition and results of operations of the Corporati

/sl Jerry Salinas April 29, 2015
Jerry Salinas

The forgoing certification is being furnished sgl@lursuant to Subsections (a) and (b) of SectiG®1d& Chapter 63 of Title 18 of the United Statesl€in accordance with Section 906 of the
Sarbanes-Oxley Act of 2002 and shall not be deéfiled” for purposes of Section 18 of the SecusstiExchange Act of 1934, or otherwise subject tdidlity of that section, and shall not be
deemed to be incorporated by reference into amgfilnder the Securities Act of 1933 or the SelasriExchange Act of 1934.
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