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5570 DTC Parkway,

Greenwood Village, Colorado, 80111

(Address of principal executive offices) (Zip Code)

(720) 529-3336

Registrant�s telephone, including area code

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Common Stock, Par Value $0.01 New York Stock Exchange

Securities registered pursuant to section 12(g) of the Act:

None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.    Yes  ¨    No  x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act.    Yes  ¨    No  x

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

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

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

Large accelerated filer  ¨ Accelerated filer ¨
Non-accelerated filer x (do not check if a smaller reporting company) Smaller Reporting Company ¨
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§ 229.405 of this chapter) is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements incorporated by reference in
Part III of this Form 10-K or any amendment to this Form 10-K.     x

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

As of June 30, 2012, the last business day of the Registrant�s most recently completed second fiscal quarter, there was no established public
market for the Registrant�s Class A or Class B common stock and, therefore, the Registrant cannot calculate the aggregate market value of its
Class A and Class B common stock held by non-affiliates as of such date.
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APPLICABLE ONLY TO CORPORATE REGISTRANTS:

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

As of March 11, 2013, NBHC had outstanding 46,347,287 shares of Class A voting common stock, and 5,967,619 shares of Class B non-voting
common stock.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant�s definitive proxy statement for its 2013 Annual Meeting of Shareholders to be filed within 120 days of
December 31, 2012 will be incorporated by reference into Part III of this form 10-K.
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PART I

Item 1. BUSINESS.
Summary

National Bank Holdings Corporation is a bank holding company that was incorporated in the State of Delaware in June 2009. In October 2009,
we raised net proceeds of approximately $974 million, through a private offering of our common stock. We are executing a strategy to create
long-term stockholder value through the acquisition and operation of community banking franchises and other complementary businesses in our
targeted markets. We believe these markets exhibit attractive demographic attributes, are home to a substantial number of financial institutions,
including troubled financial institutions, and present favorable competitive dynamics, thereby offering long-term opportunities for growth. Our
emphasis is on creating meaningful market share with strong revenues complemented by operational efficiencies that we believe will produce
attractive risk-adjusted returns.

We believe we have a disciplined approach to acquisitions, both in terms of the selection of targets and the structuring of transactions, which has
been exhibited by our four acquisitions to date. As of December 31, 2012, we had $5.4 billion in assets, $4.2 billion in deposits and $1.1 billion
in stockholders� equity. We currently operate a network of 101 full-service banking centers, with the majority of those banking centers located in
the greater Kansas City region and Colorado. We believe that our established presence positions us well for growth opportunities in our current
and complementary markets.

We have a management team consisting of experienced banking executives led by President and Chief Executive Officer G. Timothy Laney.
Mr. Laney brings 30 years of banking experience, 24 of which were at Bank of America in a wide range of executive management roles,
including serving on Bank of America�s Management Operating Committee. In late 2007, Mr. Laney joined Regions Financial as Senior
Executive Vice President and Head of Business Services. Mr. Laney leads our team of executives that have significant experience in completing
and integrating mergers and acquisitions and operating banks. Additionally, our board of directors, led by Chairman Frank Cahouet, the former
Chairman, President and Chief Executive Officer of Mellon Financial, is highly accomplished in the banking industry and includes individuals
with broad experience operating and working with financial institutions, regulators and governance considerations.

Our Acquisitions

A key component of our growth strategy is to grow through the acquisition of financial institutions, including distressed financial institutions.
We consider our ability to source, diligence and close transactions to be a core skill set. We established our presence in the greater Kansas City
region through two complementary acquisitions completed in the fourth quarter of 2010. On October 22, 2010, we acquired selected assets and
assumed selected liabilities of Hillcrest Bank of Overland Park, Kansas from the FDIC. Through this transaction, we acquired nine full-service
banking centers and 32 retirement center locations, which are predominantly located in the greater Kansas City region but also include one
full-service banking center and six retirement centers in Colorado and two full-service banking centers and six retirement centers in Texas.
Retirement centers offer full-service banking services to residents in retirement communities that value convenience and relationship banking.
The centers are designed to be efficient and are located within the premises of each community center and typically measure approximately 130
square feet. They are staffed with a part-time banker and open for three hours per day to offer consumer banking services. The products and
services are centered on traditional depository services, including checking, money market, and time deposit accounts. We do not have any
current plans to further develop this business line.

On December 10, 2010, we completed our acquisition, without FDIC assistance, of a portion of the franchise of Bank Midwest, one of six
subsidiaries of Dickinson Financial Corporation, that consisted of select performing loans and client deposits, and included 39 full-service
banking centers. As a result of these acquisitions, at June 30, 2012 (the last date as of which data are available), we were the seventh largest
depository institution in the Kansas City MSA ranked by deposits with a 4.5% deposit market share according to SNL Financial.
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We expanded in the Colorado market through two complementary acquisitions beginning with the purchase of selected assets and assumption of
selected liabilities of Bank of Choice, a state-chartered commercial bank based in Greeley, Colorado, from the FDIC on July 22, 2011. In
connection with this acquisition, we also acquired 16 full-service banking centers. On October 21, 2011, we acquired selected assets and
assumed selected liabilities of Community Banks of Colorado, a state chartered bank based in Greenwood Village, Colorado, from the FDIC,
We acquired 36 full-service banking centers in Colorado and four in California in connection with this transaction. The Community Banks of
Colorado acquisition enhanced our penetration into the Colorado market, giving us a combined network of 52 full-service banking centers in that
state and ranking us as the 14th largest depository institution by deposits with a1.4% deposit market share as of June 30, 2012 (the last date as of
which data are available) according to SNL Financial.

The following table summarizes certain highlights of our four acquisitions to date as of each acquisition date:

Community Banks
of Colorado Bank of Choice Bank Midwest Hillcrest Bank

Date acquired October 21, 2011 July 22, 2011 December 10, 2010 October 22, 2010
FDIC-assisted Yes Yes No Yes
Loss share Yes (1) No No Yes(2)
Full-service banking centers

40 16 39
9 (and 32

retirment centers)
Deposits (millions) $1,195 $760 $2,386 $1,234
Assets (millions) $1,228 $950 $2,426 $1,377
Primary Market Colorado Colorado Greater Kansas

City Region
Greater Kansas

City Region

(1) Commercial Shared-Loss Agreement.
(2) Single Family Shared-Loss Agreement and Commercial Shared-Loss Agreement.
We believe we have a disciplined approach to acquisitions, which has been exhibited in our transactions to date. We believe that we have
established critical mass in our current markets and have structured acquisitions that limit our credit risk, which has positioned us for attractive
risk-adjusted returns. Further details of our acquisitions appear below.

Hillcrest Bank

On October 22, 2010, we acquired selected assets and assumed selected liabilities of Hillcrest Bank from the FDIC, as receiver. Hillcrest Bank
was a state-chartered non-member bank, established on December 3, 1975 as Oak Park National Bank that subsequently changed its name to
Oak Park Bank on May 1, 1987 and to Hillcrest Bank on January 1, 1997. Included in the transaction were 41 banking centers, 26 of which are
in the greater Kansas City region (six of which are traditional banking centers and 20 of which are banking centers located within senior living
facilities that provide convenient, limited scope banking services consisting primarily of time deposits to the employees and residents of these
senior living facilities), eight of which are in Texas (two of which are full-service banking centers and six of which are in senior living facilities)
and seven of which are in Colorado (one of which is a full-service banking center and six of which are in senior living facilities).

The Hillcrest Bank acquisition gave the Company assets with a fair value of $1.4 billion, including $781 million of loans, $235 million of
marketable investment securities, $134 million of cash and cash equivalents, and $226 million of other assets. Liabilities with a fair value of $1.3
billion were also assumed, including $1.2 billion of non-brokered deposits, $84 million of Federal Home Loan Bank (�FHLB�) advances, and $21
million of other liabilities. The acquisition excluded deposits of $250 million that were retained by the FDIC, and the FDIC made a cash
contribution of $183 million to us as part of the transaction.

2
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The FDIC has agreed to absorb a portion of all future credit losses and workout expenses through a loss sharing arrangement that covers
single-family mortgage loans for a period of 10 years and commercial loans, including other real estate owned (�OREO�), for a period of five
years (excluding $3.1 million in consumer loans as of the date of acquisition). The coverage amounts are subject to loss thresholds as follows (in
thousands):

Commercial Single family

Tranche Loss Threshold
Loss-Coverage

Percentage Tranche Loss Threshold
Loss-Coverage

Percentage
1 Up to $295,592 60% 1 Up to $4,618 60%
2 $295,593-405,293 0% 2 $4,618-8,191 30%
3 >$405,293 80% 3 >$8,191 80%

We acquired other Hillcrest Bank assets that are not covered by the loss sharing arrangement with the FDIC, including cash, certain investment
securities acquired at fair market value and other tangible assets. The loss sharing arrangement does not apply to subsequently acquired,
purchased or originated assets. At June 30, 2012, the covered assets consisted of assets with a book value of $456.0 million. The total unpaid
principal balance (�UPB�) (or for OREO, the carrying amount) of the covered assets at June 30, 2012 was $609.2 million. In connection with the
Hillcrest Bank acquisition, we created the newly chartered Hillcrest Bank, N.A. to hold the acquired assets. Hillcrest Bank, N.A. was later
merged into Bank Midwest as described under the heading ��The Restructuring.�

Bank Midwest

In July 2010, we agreed to acquire, and on December 10, 2010 we completed the acquisition of certain assets and liabilities formerly held by
Bank Midwest, one of six banking subsidiaries owned by Dickinson Financial Corporation, a privately held bank holding company located in
Kansas City, Missouri. The acquired assets and assumed liabilities included 39 of Bank Midwest�s 58 banking centers, $2.4 billion of Bank
Midwest�s $3.3 billion of deposits and $905.4 million of Bank Midwest�s $2.4 billion of loans, and the rights to the name �Bank Midwest.�

Of the 39 banking centers included in the transaction, 25 are in the greater Kansas City region and the remaining 14 are elsewhere in Missouri.
The transaction excluded all of Bank Midwest�s banking centers that were located in Wal-Mart locations, deposits of $862 million and all
non-accrual loans and OREO, which were retained by Dickinson Financial Corporation.

The Bank Midwest acquisition gave us assets with a fair value of $2.4 billion, including $882 million of loans, $1.4 billion of cash and cash
equivalents and $174 million of other assets. Liabilities with a fair value of $2.4 billion were also assumed, including $2.4 billion of
non-brokered deposits and $40 million of other liabilities. In connection with the Bank Midwest acquisition, we established the newly chartered
national bank NBH Bank, N.A., originally with the name �Bank Midwest, N.A.,� to hold the acquired assets.

As a result of the Hillcrest and Bank Midwest acquisitions, we were, at June 30, 2012 (the last date as of which data are available), the seventh
largest depository institution in the Kansas City MSA ranked by deposits with a 4.5% deposit market share, according to SNL Financial.

Bank of Choice

On July 22, 2011, our wholly owned bank subsidiary NBH Bank, N.A., acquired selected assets and assumed selected liabilities of Bank of
Choice from the FDIC as receiver. Bank of Choice was a Colorado state-chartered commercial bank established in 1896 and based in Greeley,
Colorado. Included in this transaction were 16 full-service banking centers in Colorado.
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The Bank of Choice acquisition gave the Company assets with a fair value of $950 million, including $361 million of loans, $134 million of
marketable investment securities, $402 million of cash and cash equivalents, and $53 million of other assets. Liabilities with a fair value of $889
million were also assumed, including $760 million of non-brokered deposits, $117 million of FHLB advances, and $12 million of other
liabilities.

We did not enter into a loss sharing agreement with the FDIC on the Bank of Choice acquisition, but rather the FDIC contributed a payment of
$274 million, consisting of a $172 million asset discount and approximately $102 million for the difference in liabilities assumed and assets
acquired.

Community Banks of Colorado

On October 21, 2011, our wholly owned bank subsidiary, NBH Bank, N.A., acquired selected assets and assumed selected liabilities of
Community Banks of Colorado from the FDIC as receiver. Community Banks of Colorado was a Colorado state-chartered, Fed-member,
commercial bank established in 1973 as Bank of Cripple Creek and later changed its name to Community Banks of Colorado in 1995 and was
based in Greenwood Village, Colorado. Included in this transaction were 40 full-service banking centers, 36 of which are in Colorado and four
of which are in California.

The Community Banks of Colorado acquisition gave the Company assets with a fair value of $1.2 billion, including $755 million of loans, $11
million of marketable investment securities, $250 million of cash and cash equivalents, and $212 million of other assets. Liabilities with a fair
value of $1.2 billion were also assumed, including $1.2 billion of non-brokered deposits, $16 million of FHLB advances, and $17 million of
other liabilities.

The FDIC has agreed to absorb a portion of all future credit losses and workout expenses through a loss sharing arrangement that covers the
large majority of the Community Bank of Colorado�s commercial loans and OREO ($480 million) for a term of five years. The loss sharing
arrangement does not cover any losses on single-family residential loans or selected commercial real estate loans.

Tranche Loss Threshold

Loss-Coverage

Percentage
1 Up to $204,194 80%
2 $204,195-308,020 30%
3 >$308,020 80%

With the Bank of Choice and Community Banks of Colorado acquisitions, we substantially increased our presence in Colorado, becoming the
third largest banking center network among Colorado based banks ranked by deposits as of June 30, 2012 (the last date as of which data are
available), according to SNL Financial. We believe this market and our position in it offer attractive growth potential due to the number of
distressed banks, retrenching competitors and attractive demographic characteristics.

The Restructuring

In connection with the Hillcrest Bank and Bank Midwest acquisitions, we established two newly chartered banks, Hillcrest Bank, N.A. and Bank
Midwest, N.A. Subsequently, Bank Midwest, N.A. acquired Bank of Choice and Community Banks of Colorado. In November 2011, we merged
Hillcrest Bank, N.A. into Bank Midwest, N.A., consolidating our banking operations under a single charter. We changed the legal name of Bank
Midwest, N.A. to NBH Bank, N.A., which we refer to as �NBH Bank� or the �Bank,� on May 20, 2012. Through our subsidiary NBH Bank, we
operate under the following brand names: Bank Midwest in Kansas and Missouri, Community Banks of Colorado in Colorado and California
and Hillcrest Bank in Texas. We believe that conducting our banking operations under a single charter streamlines our operations and enables us
to more effectively and efficiently execute our growth strategy. On March 26, 2012, we changed our legal name from NBH Holdings Corp. to
National Bank Holdings Corporation.

4
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Market Area

Market Criteria

We focus on markets that we believe are characterized by some or all of the following:

� Attractive demographics with household income and population growth above the national average

� Concentration of business activity

� High-quality deposit bases

� Advantageous competitive landscape that provides opportunity to achieve meaningful market presence

� A substantial number of financial institutions, including troubled financial institutions as potential acquisition targets

� Lack of consolidation in the banking sector and corresponding opportunities for add-on transactions

� Markets sizeable enough to support our long-term growth objectives
Current Markets

Our current markets are broadly defined as the greater Kansas City region and Colorado. Our specific emphasis is on the I-35 corridor
surrounding the Kansas City MSA and the Colorado Front Range corridor, defined as the Denver, Boulder, Colorado Springs, Fort Collins and
Greeley MSAs. The table below describes certain key statistics regarding our presence in these markets as of June 30, 2012 (the last date as of
which data are available).

States

Deposit Market
Share

Rank (1) Banking Centers (1)

Deposits
(millions) 

(1)
Deposit Market

Share (1)
Missouri 9 41 $ 1,928.2 1.6% 
Colorado 14 56 1,406.3 1.4
Kansas 13 24 722.0 1.1

MSAs

Deposit
Market
Share

Rank (1)
Banking

Centers (1)

Deposits
(millions)

(1)

Deposit
Market

Share (1)
Kansas City, MO-KS 7 50 $ 1,906.8 4.5% 
Denver-Aurora-Broomfield, CO 17 21 606.7 1.0
Greeley, CO 4 5 222.9 7.5
Saint Joseph, MO-KS 3 4 244.1 11.5
Maryville, MO 2 3 167.0 30.3
Kirksville, MO 2 2 139.3 22.1
Fort Collins-Loveland, CO 16 4 89.9 1.7
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(1) Note: Excludes our Texas and California operations and MSAs in which we have less than $100 million in deposits.
Source: SNL Financial as of June 30, 2012, except Banking Centers, which reflects the most recently available data.
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We believe that these markets have highly attractive demographic, economic and competitive dynamics that are consistent with our objectives
and favorable to executing our acquisition and organic growth strategy. The table below describes certain key demographic statistics regarding
these markets.

Deposits
(billions)

# of
Businesses
(thousands)

Population
(millions)

Population
Density

(# / 
sq. mile)

Population
Growth (1)

Median
Household

Income

Top 3
Competitor
Combined

Deposit
Market Share

Kansas City, MO-KS MSA $ 42.7 77 2.1 263.7 12.4% $ 53,761 36% 
CO Front Range(2) 80.3 182.7 4.2 280.2 21.7 27,290 52
U.S. 88.7 11.3 50,157 54(3) 

(1) Population growths are for the period 2000 through 2012.
(2) CO Front Range is a population weighted average of the following Colorado MSAs: Denver, Boulder, Colorado Springs, Fort Collins and

Greeley.
(3) Based on U.S. Top 20 MSAs (determined by population).
Source: SNL Financial as of December 31, 2012, except Deposits and Top 3 Competitor Combined Deposit Market Shares, which reflects data
as of June 30, 2012.

Prospective Markets

We believe there is significant opportunity to both enhance our presence in our current markets and enter new complementary markets that meet
our objectives. As we evaluate potential acquisition opportunities, we believe there are many financial institutions that continue to face credit
challenges, capital constraints and liquidity issues. As of December 31, 2012, according to SNL Financial 37 banks in our current markets and in
surrounding states had Texas Ratios either (1) in excess of 100% or (2) less than 0%. Texas Ratio is a key measure of a bank�s financial health
and is defined as the sum of nonaccrual loans, troubled debt restructurings (�TDR�s�), other real estate owned (�OREO�) and loans 90 days or more
past due and still accruing divided by the sum of the bank�s tangible common equity and loan loss reserves. If a bank�s Texas Ratio is negative, it
indicates that the bank has negative tangible common equity and is therefore generally considered insolvent and also a potential acquisition
target. Additionally, as of December 31, 2012, according to SNL Financial there were 88 other banks with assets between $750 million and $10
billion and Texas Ratios (1) less than 100% and (2) greater than 0%, which present potential acquisition opportunities that we believe would
complement our product offerings while simultaneously taking advantage of operating efficiencies and scale and our local branding and
leadership. We believe those dynamics will provide ongoing opportunities for us to continue to execute our acquisition strategy over the next
several years. We also believe there are a number of healthy banks in these markets that would complement our breadth of products and services
and benefit from our operating effectiveness and scale while welcoming our approach to local branding and leadership.
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The table below highlights banks with a Texas Ratio either (1) in excess of 100% or (2) less than 0% and banks with a Texas Ratio less than
100% and assets between $750 million and $10 billion:

Banks with Texas Ratios > 100%
or <0%

Other Banks with Assets Between
$750mm and $10bn

# of
Banks

Total
Assets

($millions)

Total
Deposits

($millions)
# of

Banks

Total
Assets

($millions)

Total
Deposits

($millions)
By Urban Corridor
Kansas City MSA 4 $ 955 $ 704 6 $ 10,070 $ 7,523
Colorado Front Range 6 1,428 1,222 5 9,445 7,657

Urban Corridor Total 10 $ 2,383 $ 1,926 11 $ 19,515 $ 15,180

By State
Missouri 13 $ 10,275 $ 8,972 24 $ 48,487 $ 35,881
Kansas 9 1,941 1,398 6 27,079 18,902
Colorado 4 2,638 2,296 12 11,850 9,690

State Total 26 $ 14,854 $ 12,666 42 $ 87,416 $ 64,473

Surrounding States (Iowa, Montana, Nebraska, Wyoming, South and
North Dakota)

Surrounding States Total 11 $ 4,300 $ 3,543 46 $ 96,221 $ 72,361

State & Surrounding States Total 37 $ 19,154 $ 16,209 88 $ 183,637 $ 136,834

Source: SNL Financial based on financial information as of December 31, 2012.

Our Business Strategy

Our strategic plan is to become a leading regional bank holding company through selective acquisitions of financial institutions, including
troubled financial institutions that have stable core franchises and significant local market share as well as other complementary businesses,
while structuring the transactions to limit risk. We plan to achieve this through organic growth and the acquisition of financial institutions from
the FDIC and through conservatively structured unassisted transactions. We seek acquisitions that offer opportunities for clear financial benefits
through add-on transactions, long-term organic growth opportunities and expense reductions. Additionally, our acquisition strategy is to identify
markets that are relatively unconsolidated, establish a meaningful presence within those markets, and take advantage of the operational
efficiencies and enhanced market position. Our focus is on building strong banking relationships with small- and mid-sized businesses and
consumers, while maintaining a low risk profile designed to generate reliable income streams and attractive risk-adjusted returns. The key
components of our strategic plan are:

� Disciplined acquisitions. We seek to carefully select banking acquisition opportunities that we believe have stable core franchises
and significant local market share, while structuring the transactions to limit risk. Further, we seek acquisitions in attractive markets
that offer substantial benefits through reliable income streams, potential add-on transactions, long-term organic growth opportunities
and expense reductions. We believe we utilize a comprehensive, conservative due diligence process that is strongly focused on loan
credit quality.

� Attractive markets. We seek to acquire banking franchises in markets that exhibit attractive demographic attributes. Our focus is on
comparatively healthy business markets that are home to a substantial number of financial institutions, including troubled financial
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institutions for which we believe there are a limited number of potential acquirers. Additionally, we seek banking markets that
present favorable competitive dynamics and a lack of consolidation in order to position us for long-term growth. We believe that our
two current markets�the greater Kansas City region and Colorado�meet these objectives. We intend to continue to make banking
acquisitions in these markets and in complementary markets to expand our existing franchise.
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� Focus on client-centered, relationship-driven banking strategy. Our consumer bankers focus on knowing their clients in order to best
meet their financial needs, offering a full complement of loan, deposit and online banking solutions. Our commercial bankers focus
on small and mid-sized businesses with an advisory approach that emphasizes understanding the client�s business and offering a
complete array of loan, deposit and treasury management products and services.

� Expansion through organic growth and enhanced product offerings. We believe that our focus on attractive markets will provide
long-term opportunities for organic growth, particularly in an improving economic environment. We also believe that our focus on
serving consumers and small- to mid-sized businesses, coupled with our enhanced product offerings, will provide an expanded
revenue base and new sources of fee income.

� Operating platform and efficiencies. We have consolidated our acquired banks under one charter and we intend to continue to utilize
our comprehensive underwriting and risk management processes while maintaining local branding, leadership and decision making.
We have integrated all of our acquired banks onto one state-of-the-art operating platform that we believe will provide scalable
technology to support and integrate future growth and realize operating efficiencies throughout our enterprise.

We believe our strategy�growth through selective acquisitions in attractive markets and growth through the retention, expansion and development
of client-centered relationships�provides flexibility regardless of economic conditions. We also believe that our established platform for
assessing, executing and integrating acquisitions (including FDIC-assisted transactions) creates opportunities in a prolonged economic downturn
while the combination of attractive market factors, franchise scale in our targeted markets and our relationship-centered banking focus creates
opportunities in an improving economic environment.

Products and Services

Through NBH Bank, N.A., our primary business is to offer a full range of traditional banking products and financial services to both our
commercial and consumer customers, who currently are predominantly located in Kansas, Missouri and Colorado. We offer a full array of
lending products to cater to our customers� needs, including, but not limited to, small business loans, equipment loans, term loans, asset-backed
loans, letters of credit, commercial lines of credit, residential mortgage loans, home equity and consumer loans. We also offer traditional
depository products, including commercial and consumer checking accounts, non-interest-bearing demand accounts, money market deposit
accounts, savings accounts and time deposit accounts and cash management services.

We offer a high level of personalized service to our customers through our relationship managers and banking center personnel. We believe that
a banking relationship that includes multiple services, such as loan and deposit services, online banking solutions and treasury management
products and services, is the key to profitable and long-lasting customer relationships and that our local focus and local decision making provide
us with a competitive advantage over banks that do not have these attributes.

Lending Activities

Our primary strategic objective is to serve small- to medium-sized businesses in our market with a variety of unique and useful services,
including a full array of commercial mortgage and non-mortgage loans. Our commercial bankers focus on small- and medium-sized businesses
with an advisory approach that emphasizes understanding the client�s business and offering a complete suite of loan, deposit and treasury
management products and services. Our consumer bankers focus on knowing their individual clients in order to best meet their financial needs,
offering a full complement of loan, deposit and online banking solutions. We strive to do business in the areas served by our banking centers,
which is also where our marketing is focused, and the vast majority of our new loan customers are located in existing market areas.
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Our loan portfolio includes commercial and industrial loans, commercial real estate loans, residential real estate loans, agricultural loans and
consumer loans. The principal risk associated with each category of loans we make is the creditworthiness of the borrower. Borrower
creditworthiness is affected by general economic conditions and the attributes of the borrower�s market or industry segment. Attributes of the
relevant business market or industry segment include the competitive environment, customer and supplier power, threat of substitutes and
barriers to entry and exit. Our credit policy requires that key risks be identified and measured, documented and mitigated, to the extent possible,
to seek to ensure the soundness of our loan portfolio.

Our credit policy also provides detailed procedures for making loans to individuals along with the regulatory requirements to ensure that all loan
applications are evaluated subject to our fair lending policy. Our credit policy addresses the common credit standards for making loans to
individuals, the credit analysis and financial statement requirements, the collateral requirements, including insurance coverage where
appropriate, as well as the documentation required. Our ability to analyze a borrower�s current financial health and credit history, as well as the
value of collateral as a secondary source of repayment, when applicable, are significant factors in determining the creditworthiness of loans to
individuals. We have also adopted formal credit policies regarding our underwriting procedures for other loans including commercial and
commercial real estate loans. We require various levels of internal approvals based on the characteristics of such loans, including the size, nature
of the exposure and type of collateral if any. We believe that the procedures required by our credit policies enhance internal responsibility and
accountability for underwriting decisions and permit us to monitor the performance of credit decisioning. For more detail on our credit policies,
see �Management�s Discussion and Analysis of Financial Condition and Results of Operations�Financial Condition�Asset Quality.�

As of December 31, 2012, approximately 57% of our total portfolio was variable rate loans, approximately 43% of our total loan portfolio was
fixed rate loans and less than 0.9% of our total loan portfolio was unsecured. As of December 31, 2012, of the loans we had originated
year-to-date, approximately 35% were variable rate loans and approximately 65% were fixed rate loans.

Commercial and Industrial Loans. We originate commercial and industrial loans and leases, including working capital loans, equipment loans,
oil and gas loans and other commercial loans and leases. The terms of these loans vary by purpose and by type of underlying collateral, if any.

Working Capital Loans. Working capital loans generally have terms of up to one year and have variable interest rates priced over the prime rate
as published in the Wall Street Journal or LIBOR. The loans are usually secured by accounts receivable and inventory and carry the personal
guarantees of the principals of the business.

In some cases, we use an independent third party to assess and recommend appropriate advance rates (i.e., how much we will lend) based on the
liquidation value of collateral. Additionally, we may use third-party monitoring of advance rates in some cases. For loans secured by accounts
receivable or inventory, principal is typically repaid as the assets securing the loan are converted into cash.

Equipment Loans. Equipment loans have terms of up to three to five years and are amortized over the terms of the loans. Interest rates are either
fixed or variable with variable rate loans priced over the prime rate as published in the Wall Street Journal or LIBOR. Equipment loans are
generally secured by the financed equipment at advance rates that we believe are appropriate for the equipment type.

In our credit underwriting process, we carefully evaluate the borrower�s industry, operating performance, liquidity and financial condition. We
underwrite credits based on multiple repayment sources, including operating cash flow, liquidation of collateral and guarantor support, if any. As
of December 31, 2012, approximately 96.6% of our commercial and industrial loans were secured and a significant portion of those loans were
supported by personal guarantees. We closely monitor the operating performance, liquidity and financial condition of borrowers through
analysis of periodic financial statements and meetings with the borrower�s management. As part of our credit underwriting process, we also
review the borrower�s total debt obligations on a global basis. As of December 31, 2012, we had $270.6 million in commercial and industrial
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loans and leases outstanding, comprising approximately 14.7% of our total loan portfolio. During the year ended 2012, we originated and closed
$87.5 million of commercial and industrial loans, which was approximately 20.2% of total loans originated for portfolio investment during that
period.

Real Estate Loans. Our real estate loans consist of commercial real estate loans and residential real estate loans.

Commercial Real Estate Loans. Commercial real estate loans, or CRE loans, consist of loans to finance the purchase of commercial real estate,
loans to finance inventory and working capital that are secured by commercial real estate and construction and development loans.

Our CRE loans include loans on 1-4 family construction properties, commercial properties such as office buildings, strip malls, or free-standing
commercial properties, multi-family and investor properties and raw land development loans.

These loans are typically secured by a first lien mortgage on multi-family, office, warehouse, hotel or retail property plus assignments of all
leases related to the properties. These loans are generally divided into two categories: loans to commercial entities that will occupy most or all of
the property (described as �owner-occupied�) and non-owner occupied loans. In the case of owner-occupied loans, we are usually the primary
provider of financial services for the company and/or the principals. Underwriting guidelines generally require borrowers to contribute cash
equity that results in an 80% or less loan-to-value ratio on owner-occupied properties and a 75% or less loan-to-value ratio on non-owner
occupied properties. Debt service coverage ratios are also required to comply with our standards. Exceptions to these guidelines are infrequent
and are justified based on other credit factors. Substantially all CRE loans require regular monthly amortization of principal and are amortizing
over 15 to 25 years with maturity dates that generally do not exceed 3 to 5 years. These loans are either fixed rate or variable rate priced over the
prime rate as published in the Wall Street Journal or LIBOR. We seek to reduce the risks associated with commercial mortgage lending by
focusing our lending in our primary markets and obtaining financial statements or tax returns or both from borrowers and guarantors at regular
intervals. It is also our policy to obtain personal guarantees from the principals of the borrowers.

Outside of owner-occupied CRE loans that are repaid through the cash flows generated by the borrowers� business operations, commercial real
estate is not a focus in our lending strategy. As of December 31, 2012, we had $805.0 million in CRE loans outstanding, comprising
approximately 43.9% of our total loan portfolio. During the year ended 2012, we originated and closed $57.5 million of CRE loans, which was
approximately 13.2% of total loans originated for portfolio investment during that period.

Residential Real Estate Loans. Residential real estate loans consist of loans secured by the primary or secondary residence of the borrower.
These loans consist of closed loans, which are typically amortizing over a 10 to 30 year term. We also offer open-ended home equity loans,
which are loans secured by secondary financing on residential real estate. Our loan-to-value benchmark for these loans is below 80% at
inception along with satisfactory debt-to-income ratios. Residential real estate loans are offered with fixed rates or variable rates priced over
U.S. Treasury indices or the prime rate as published in the Wall Street Journal.

Our primary focus is to maintain and expand relationships with realtors and other key contacts in the residential real estate industry in order to
originate new mortgages. As of December 31, 2012, we had a total of $538.7 million in outstanding residential real estate loans, comprising
29.3% of our total loan portfolio. During the year ended 2012, we originated and closed $186.2 million of residential real estate loans, which
was approximately 42.9% of total loans originated for portfolio investment during that period.

Agricultural Loans. Agricultural loans consist of loans to farmers and other agricultural businesses to finance agricultural production. The
principal source of repayment on these loans is the crops sold at the end of the harvest season. Agricultural loans include term loans to finance
agricultural land and equipment, as well as short
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term lines to support crop production. Loans to finance agricultural land are amortized over 15 to 25 years, typically with three to five year
maturities. Loans to finance agricultural equipment are amortized over five to ten years, typically with three to five year maturities. Pricing may
be fixed rate or variable rate priced over LIBOR or the prime rate as published in the Wall Street Journal. We leverage specialists to ensure
consistent, disciplined underwriting and structuring of agricultural loans. As of December 31, 2012, we had a total of $173.4 million in
outstanding agricultural loans, comprising 9.4% of our total loan portfolio. During the year ended 2012, we originated and closed $83.3 million
of agricultural loans, which was approximately 19.2% of total loans originated for portfolio investment during that period.

Consumer Loans. We offer a variety of consumer loans, including loans to banking center customers for consumer and business purposes, to
meet customer demand and to increase the yield on our loan portfolio. All of our newly originated loans are on a direct to consumer basis.
Consumer loans are structured as small personal lines of credit and term loans, with the latter generally bearing interest at a higher rate and
having a shorter term than residential mortgage loans. Consumer loans are both secured (for example by deposit accounts, brokerage accounts or
automobiles) and unsecured and carry either a fixed rate or variable rate.

Examples of our consumer loans include:

� home improvement loans not secured by real estate;

� new and used automobile loans; and

� personal lines of credit.
As of December 31, 2012, we had $50.3 million in consumer loans outstanding, comprising 2.7% of our total loan portfolio. During the year
ended 2012, we originated and closed $19.7 million of consumer loans, which was approximately 4.5% of total loans originated for portfolio
investment during that period.

Deposit Products and Other Funding Sources

We offer a variety of deposit products to our customers, including checking accounts, savings accounts, money market accounts and other
deposit accounts, including fixed-rate, fixed maturity retail time deposits ranging in terms from 30 days to five years, individual retirement
accounts, and non-retail time deposits consisting of jumbo certificates greater than or equal to $100,000. As of December 31, 2012, our deposit
portfolio was comprised of 16.1% non-interest bearing deposits and 41.7% time deposits. We intend to continue our efforts to attract lower cost
transaction deposits from our business lending relationships in order to lower our cost of funds and improve our net interest margin.

Deposit flows are significantly influenced by general and local economic conditions, changes in prevailing interest rates, internal pricing
decisions and competition. Our deposits are primarily obtained from areas surrounding our banking centers. In order to attract and retain
deposits, we rely on providing quality service and introducing new products and services that meet our customers� needs.

Financial Products & Services

In addition to traditional banking activities, we provide other financial services to our customers, including: internet banking, wire transfers,
automated clearing house services, electronic bill payment, lock box services, remote deposit capture services, merchant processing services,
cash vault, controlled disbursements, positive pay and cash management services (including account reconciliation, collections and sweep
accounts).

Competition

The banking landscape in our primary markets of Colorado, Kansas and Missouri is highly competitive and quite fragmented, with many small
banks having limited market share while the large out of state national and super-
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regional banks control the majority of deposits and profitable banking relationships. We compete actively with national, regional and local
financial services providers, including banks, thrifts, credit unions, mortgage bankers and finance companies. Our largest banking competitors in
the Kansas City MSA are UMB, Commerce Bank, US Bank, Bank of America, Valley View, Capitol Federal, Central Bancompany, CCB
Financial Corp, Enterprise Financial Services Corp, and our largest competitors in Colorado are Wells Fargo, FirstBank, JPMorgan Chase, U.S.
Bank, Bank of the West, KeyBank, Alpine Bank, Compass Bank, Vectra Bank and First National Bank of Colorado.

Competition among providers of financial products and services continues to increase, with consumers having the opportunity to select from a
growing variety of traditional brick and mortar banks and nontraditional alternatives, such as online banks. Competition among providers is
based on many factors. We believe the most important of these competitive factors that determine success are our consumer bankers� focus on
knowing their individual clients in order to best meet their financial needs and our commercial bankers� focus on small- and medium-sized
businesses with an advisory approach that emphasizes understanding the client�s business and offering a complete array of loan, deposit and
treasury management products and services. The primary factors driving commercial and consumer competition for loans and deposits are
interest rates, the fees charged, customer service levels and the range of products and services offered. In addition, other competitive factors
include the location and hours of our branches and customer service orientation of our employees.

We recognize that there are banks with which we compete that have greater financial resources, access to more capital and higher lending
capacity than we do and offer a wider range of deposit and lending instruments than we do. However, given our existing capital base, we expect
to be able to meet the majority of small- to medium-sized business and consumer credit needs. As of December 31, 2012, our legal lending limit
to any one customer was $130.0 million and our house limit to any one customer was $30.0 million.

Employees

At February 28, 2013, we had 1,155 full-time employees and 50 part-time employees. Given the nature of our business, we have moved
aggressively to add significant talent to our commercial and consumer bankers as well as our risk management functions.

SUPERVISION AND REGULATION

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

As a bank holding company, we are subject to inspection, examination, supervision and regulation by the Federal Reserve. Our bank subsidiary
is subject to supervision and regulation by the OCC. In addition, we expect that the additional businesses that we may invest in or acquire will be
regulated by various state and/or federal banking regulators, including the Office of the Comptroller of the Currency (�OCC�), the Federal Reserve
and the FDIC.

Banking statutes and regulations are subject to continual review and revision by Congress, state legislatures and federal and state regulatory
agencies. A change in such statutes or regulations, including changes in how they are interpreted or implemented, could have a material effect on
our business. In addition to laws and regulations, state and federal bank regulatory agencies may issue policy statements, interpretive letters and
similar written guidance pursuant to such laws and regulations, which are binding on us and our subsidiaries. These regulatory issuances also
may affect the conduct of our business or impose additional regulatory obligations. The description below summarizes certain elements of the
applicable bank regulatory framework. This description is not intended to describe all laws and regulations applicable to us and our subsidiaries.
The description is qualified in its entirety by reference to the full text of the statutes, regulations, policies, interpretive letters and other written
guidance that are described.
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National Bank Holdings Corporation as a Bank Holding Company

Any entity that acquires direct or indirect control of a bank must obtain prior approval of the Federal Reserve to become a bank holding
company pursuant to the Bank Holding Company Act (�BHCA�). We became a bank holding company in 2010 in connection with the acquisition
of the assets and assumption of selected liabilities of the former Hillcrest Bank from the FDIC by our newly chartered bank subsidiary, Hillcrest
Bank, N.A. (now part of NBH Bank, N.A.). As a bank holding company, we are subject to regulation under the BHCA and to supervision,
examination, and enforcement by the Federal Reserve. Federal Reserve jurisdiction also extends to any company that we directly or indirectly
control, such as our non-bank subsidiaries and other companies in which we make a controlling investment. While subjecting us to supervision
and regulation, we believe that our status as a bank holding company (as opposed to a non-controlling investor) broadens the investment
opportunities available to us among public and private financial institutions, failing and troubled financial institutions, seized assets and deposits
and FDIC auctions.

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

NBH Bank, N.A. as a National Bank

NBH Bank, N.A. (formerly Bank Midwest, N.A); is a national bank, chartered under federal law, and, as such, is subject to supervision and
examination by the OCC, NBH Bank�s primary banking regulator. NBH Bank�s deposits are insured by the FDIC through the DIF, in the manner
and to the extent provided by law. As an insured bank, NBH Bank is subject to the provisions of the Federal Deposit Insurance Act, as amended
(which we refer to as the �FDI Act�) and the FDIC�s implementing regulations thereunder, and may also be subject to supervision and examination
by the FDIC under certain circumstances.

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

NBH Bank is subject to specific requirements pursuant to the OCC Operating Agreement it entered into with the OCC in connection with our
acquisition of Bank Midwest (which we refer to as the �OCC Operating Agreement�). The OCC Operating Agreement requires that NBH Bank
maintain total capital at least equal to 12% of risk-weighted assets, tier 1 capital at least equal to 11% of risk-weighted assets and tier 1 capital at
least equal to 10% of adjusted total assets and not pay a dividend to the Company. In the fourth quarter of 2013, the Operating Agreement allows
us to seek the OCC�s consent to reduce capital levels and their non-objection to pay dividends. The OCC Operating Agreement requires, among
other things, that NBH Bank provide notice to, and obtain consent from, the OCC with respect to any additional failed bank acquisitions from
the FDIC or the appointment of any new director or senior executive officer of NBH Bank. In addition, the OCC Operating Agreement required
NBH Bank to submit a comprehensive business plan to the OCC and requires NBH Bank not to significantly deviate from its business plan
without the OCC�s consent and to review its progress under such plan quarterly.
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NBH Bank (and, with respect to certain provisions, the Company) is also subject to a FDIC Order, dated November 4, 2010 (which we refer to
as the �FDIC Order�), issued in connection with the FDIC�s approval of our applications for deposit insurance following the Bank Midwest
acquisition. The FDIC Order requires, among other things, that until fourth quarter of 2013, NBH Bank must obtain the FDIC�s approval before
implementing certain compensation plans and certain changes to its management and board of directors, submit updated business plans and
reports of material deviations from those plans to the FDIC and comply with the applicable requirements of the FDIC Policy Statement.
Additionally, the FDIC Order requires that NBH Bank maintain a ratio of tier 1 capital to total assets equal to at least ten percent until the fourth
quarter of 2013. The FDIC Order also required that NBH Bank be initially capitalized with at least $390.0 million of paid-in capital and requires
that NBH Bank establish an audit committee of the Board of Directors comprised of at least three directors, none of whom are officers of the
bank and all of whom are independent, obtain adequate fidelity coverage, adopt an accrual accounting system, submit to (and receive a
non-objection by) the FDIC of a Community Reinvestment Act (�CRA�) plan, obtain annual audits of its financial statements by an independent
public accounting firm, and make disclosures to proposed directors and stockholders of NBH Bank concerning the interests of any insider in any
transaction by the bank.

A failure by us or NBH Bank to comply with the requirements of the OCC Operating Agreement or the FDIC Order, or the objection by the
OCC or the FDIC to any materials or information submitted pursuant to the OCC Operating Agreement or the FDIC Order, could prevent us
from executing our business strategy and materially and adversely affect us. As of December 31, 2012, NBH Bank was in compliance with all of
the material terms of the OCC Operating Agreement and FDIC Order.

We filed two comprehensive three-year business plans with the OCC in connection with the organization and operation of Bank Midwest, N.A.
and the acquisition of Hillcrest Bank, N.A. The OCC issued supervisory non-objection with respect to each plan on March 22, 2011 and our
board of directors subsequently adopted each plan. Each plan covers the requirements mandated by the OCC, including a mission statement, an
assessment of the bank�s current and future operating environment, strategic goals and objectives, identification of present and future product
lines, adequacy of internal operations, management, staffing, policies and procedures, a risk management program, compensation plans, policies
on corporate governance, quarterly financial forecasts, funding plan, capital plan, securities portfolio composition, lending activities, the
intended geographic market area and competitive factors, plans to adhere with consumer laws, a description of the bank�s Bank Secrecy Act
compliance plan, a description of the bank�s Community Reinvestment Act program, a description of the bank�s current and retail branch
footprint, a description of the bank�s owned and leased premises and equipment, an assessment of the bank�s technology systems, a list of
activities outsourced to third parties, an evaluation of the bank�s vendor management program, a review of the bank�s security program, and an
action plan to adhere with the OCC comprehensive business plans.

We have implemented a quarterly monitoring and reporting process to remain in compliance with the comprehensive business plans and the
requirements of the OCC Agreement and FDIC Order. We also file a written quarterly status report to the OCC regarding our adherence to the
business plan, capital plan, loan portfolio program, liquidity plan, risk management program, corporate governance, and changes to directors and
senior executive officers. In addition, NBH Bank is required to inform the OCC of acquisitions and has previously provided the OCC with
detailed acquisition plans for each completed acquisition and received prior OCC supervisory non-objection to execute the acquisitions.

Regulatory Notice and Approval Requirements for Acquisitions of Control

We must generally receive federal bank regulatory approval before we can acquire an institution or business. Specifically, as a bank holding
company, we must obtain prior approval of the Federal Reserve in connection with any acquisition that would result in the Company owning or
controlling more than 5% of any class of voting securities of a bank or another bank holding company. In acting on such applications, the
Federal Reserve
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considers, among other factors: the effect of the acquisition on competition; the financial condition and future prospects of the applicant and the
banks involved; the managerial resources of the applicant and the banks involved; the convenience and needs of the community, including the
record of performance under the CRA; the effectiveness of the applicant in combating money laundering activities; and the extent to which the
proposal would result in greater or more concentrated risks to the stability of the United States banking or financial system. Our ability to make
investments in depository institutions will depend on our ability to obtain approval for such investments from the Federal Reserve. The Federal
Reserve could deny our application based on the above criteria or other considerations. For example, we could be required to sell banking
centers as a condition to receiving regulatory approval, which condition may not be acceptable to us or, if acceptable to us, may reduce the
benefit of any acquisition.

Federal and state laws, including the BHCA and the Change in Bank Control Act, impose additional prior notice or approval requirements and
ongoing regulatory requirements on any investor that seeks to acquire direct or indirect �control� of an FDIC-insured depository institution or bank
holding company. Whether an investor �controls� a depository institution is based on all of the facts and circumstances surrounding the
investment. As a general matter, an investor is deemed to control a depository institution or other company if the investor owns or controls 25%
or more of any class of voting securities. Subject to rebuttal, an investor is presumed to control a depository institution or other company if the
investor owns or controls 10% or more of any class of voting securities and either the depository institution or company is a public company or
no other person will hold a greater percentage of that class of voting securities after the acquisition. If an investor�s ownership of our voting
securities were to exceed certain thresholds, the investor could be deemed to �control� us for regulatory purposes. This could subject the investor
to regulatory filings or other regulatory consequences.

Broad Supervision, Examination and Enforcement Powers

A principal objective of the U.S. bank regulatory regime is to protect depositors by ensuring the financial safety and soundness of banks and
other insured depository institutions. To that end, the Federal Reserve, the OCC and the FDIC have broad regulatory, examination and
enforcement authority over bank holding companies and national banks. This authority serves to ensure compliance with banking statutes,
regulations, and regulatory guidance, orders, and agreements and safe and sound operation, including the power to issue cease and desist orders,
impose fines and other civil and criminal penalties, terminate deposit insurance and appoint a conservator or receiver. Bank regulators regularly
examine the operations of banks and bank holding companies. In addition, banks and bank holding companies are subject to periodic reporting
and filing requirements.

Bank regulators have various remedies available if they determine that a banking organization has violated any law or regulation, that the
financial condition, capital resources, asset quality, earnings prospects, management, liquidity or other aspects of a banking organization�s
operations are unsatisfactory, or that the banking organization is operating in an unsafe or unsound manner. The bank regulators have the power
to, among other things: enjoin �unsafe or unsound� practices, require affirmative actions to correct any violation or practice, issue administrative
orders that can be judicially enforced, direct increases in capital, direct the sale of subsidiaries or other assets, limit dividends and distributions,
restrict growth, assess civil monetary penalties, remove officers and directors, terminate deposit insurance, and appoint a conservator or receiver.

Engaging in unsafe or unsound practices or failing to comply with applicable laws, regulations and supervisory agreements could subject the
Company, its subsidiaries and their respective officers, directors and institution-affiliated parties to the remedies described above and other
sanctions. In addition, the FDIC could terminate NBH Bank�s deposit insurance if it determined that the bank�s financial condition was unsafe or
unsound or that the bank engaged in unsafe or unsound practices or violated an applicable rule, regulation, order or condition enacted or imposed
by the bank�s regulators.
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Interstate Banking

Interstate Banking for State and National Banks

Under the Riegle-Neal Interstate Banking and Branching Efficiency Act (which we refer to as the �Riegle- Neal Act�), a bank holding company
may acquire banks in states other than its home state, subject to any state requirement that the bank has been organized and operating for a
minimum period of time, not to exceed five years, and the requirement that the bank holding company not control, prior to or following the
proposed acquisition, more than 10% of the total amount of deposits of insured depository institutions nationwide or, unless the acquisition is the
bank holding company�s initial entry into the state, more than 30% of such deposits in the state (or such lesser or greater amount set by the state).
The Dodd-Frank Wall Street Reform and Consumer Protection Act (which we refer to as the �Dodd-Frank Act�) amended the BHCA to require
that a bank holding company be well capitalized and well managed, not merely adequately capitalized and adequately managed, in order to
acquire a bank located outside of the bank holding company�s home state.

The Riegle-Neal Act also authorizes banks to merge across state lines, thereby creating interstate banking centers. The Dodd-Frank Act permits
a national or state bank, with the approval of its regulator, to open a de novo branch in any state if the law of the state in which the branch is
proposed would permit the establishment of the branch if the bank were a bank chartered in that state. National banks may provide trust services
in any state to the same extent as a trust company chartered by that state.

FDIC Statement of Policy on Qualifications for Failed Bank Acquisitions

As the agency responsible for resolving failed depository institutions, the FDIC has discretion to determine whether a party is qualified to bid on
a failed institution. The FDIC Policy Statement imposes additional restrictions and requirements on certain �private investors� and institutions to
the extent that those investors or institutions seek to acquire a failed insured depository institution from the FDIC. The FDIC adopted the FDIC
Policy Statement on August 26, 2009, and issued guidance regarding the policy statement on January 6, 2010 and April 23, 2010.

The FDIC Policy Statement applies to private investors in a company (such as the Company) that proposes to assume deposit liabilities (or
liabilities and assets) from the resolution of a failed insured depository institution, but does not apply to investors with 5% or less of the total
voting power of an acquired depository institution or its bank holding company, provided there is no evidence of concerted action by such
investors. In the FDIC Policy Statement Q&A, the FDIC indicated that it will presume that �concerted action� exists where investors with 5% or
less of the total voting power of an acquired depository institution or its bank holding company own, in the aggregate, greater than two-thirds of
the total voting power of such acquired depositary institution or its bank holding company. This presumption may be rebutted if the investors or
the placement agent provide sufficient evidence that the investors are not participating in concerted action. In evaluating whether this
presumption has been rebutted, the FDIC will consider, among other things: (1) whether each investor was among many potential investors
contacted for investment and reached an independent decision to invest, (2) whether any investors are managed or advised by a common
investment manager or advisor, (3) whether any investors are engaged or anticipate engaging, as part of a group consisting of substantially the
same entities as the stockholders of the acquired depository institution or holding company, in substantially the same combination of interests, in
any additional banking or non-banking activity in the United States, (4) whether any investor has any significant ownership interest in or the
right to acquire shares of any other investor, (5) whether there are any agreements or understandings between any investors for the purpose of
controlling the depository institution or its bank holding company, (6) whether any investors (or any directors representing investors) will
consult one another concerning the voting of the depository institution�s or its bank holding company�s stock, (7) whether any directors
representing a particular investor will represent only the investor which nominated him or her or will also represent additional investors and
(8) the primary federal banking regulator�s evaluation of whether any investors are acting in concert for purposes of applying the Change in Bank
Control Act and the BHCA.
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For those institutions and investors to which it applies, the FDIC Policy Statement imposes the following provisions, among others. First,
institutions are required to maintain a ratio of tier 1 common equity to total assets of at least 10% for a period of three years, and thereafter
maintain a capital level sufficient to be �well capitalized� under regulatory standards during the remaining period of ownership of the investors.
This amount of capital exceeds the amount otherwise required under applicable regulatory requirements. Second, investors that collectively own
80% or more of two or more depository institutions are required to pledge to the FDIC their proportionate interests in each institution to
indemnify the FDIC against any losses it incurs in connection with the failure of one of the institutions. Third, institutions are prohibited from
extending credit to investors and to affiliates of investors. Fourth, investors may not employ ownership structures that use entities domiciled in
bank secrecy jurisdictions. The FDIC has interpreted this prohibition to apply to a wide range of non-U.S. jurisdictions. In its guidance, the
FDIC has required that non-U.S. investors subject to the FDIC Policy Statement invest through a U.S. subsidiary and adhere to certain
requirements related to record keeping and information sharing. Fifth, investors are prohibited from selling or otherwise transferring the
securities they hold for three years after acquisition without FDIC approval. These transfer restrictions do not apply to open-ended investment
companies that are registered under the Investment Company Act, issue redeemable securities and allow investors to redeem on demand. Sixth,
investors may not employ complex and functionally opaque ownership structures to invest in institutions. Seventh, investors that own 10% or
more of the equity of a failed institution are not eligible to bid for that institution in an FDIC auction. Eighth, investors may be required to
provide information to the FDIC regarding the investors and all entities in their ownership chains, such as information regarding the size of the
capital fund or funds, their diversification, their return profiles, their marketing documents, their management teams and their business models.
Ninth, the FDIC Policy Statement does not replace or substitute for otherwise applicable regulations or statutes.

Limits on Transactions with Affiliates

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

Bank Holding Companies as a Source of Strength

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

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

The Dodd-Frank Act codified the requirement that holding companies, like the Company, serve as a source of financial strength for their
subsidiary depository institutions, by providing financial assistance to its insured depository institution subsidiaries in the event of financial
distress. Under the source of strength requirement imposed by the Federal Reserve and codified in the Dodd-Frank Act, the Company could be
required to provide financial assistance to the Bank should it experience financial distress. If the capital of the Bank were to become impaired,
the OCC could assess the Company for the deficiency. If we failed to pay the assessment within three months, the OCC could order the sale of
our stock in the Bank to cover the deficiency.

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

Depositor Preference

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

Liability of Commonly Controlled Institutions

FDIC-insured depository institutions can be held liable for any loss incurred, or reasonably expected to be incurred, by the FDIC due to the
default of an FDIC-insured depository institution controlled by the same bank holding company and for any assistance provided by the FDIC to
an FDIC-insured depository institution that is in danger of default and that is controlled by the same bank holding company. �Default� means
generally the appointment of a conservator or receiver for the institution. �In danger of default� means generally the existence of certain conditions
indicating that a default is likely to occur in the absence of regulatory assistance. The cross-guarantee liability for a loss at a commonly
controlled institution would be subordinated in right of payment to deposit liabilities, secured obligations, any other general or senior liability
and any obligation subordinated to depositors or general creditors, other than obligations owed to any affiliate of the depository institution (with
certain exceptions).

Dividend Restrictions

The Company is a legal entity separate and distinct from its subsidiary. Because the Company�s consolidated net income consists largely of net
income of its bank, the Company�s ability to pay dividends depends upon its receipt of dividends from its subsidiary. The ability of a bank to pay
dividends and make other distributions is limited by federal and state law. The specific limits depend on a number of factors, including the bank�s
type of charter, recent earnings, recent dividends, level of capital and regulatory status. The regulators are authorized, and under certain
circumstances are required, to determine that the payment of dividends or other distributions by a bank would be an unsafe or unsound practice
and to prohibit that payment. For example, the FDI Act generally prohibits a depository institution from making any capital distribution
(including payment of a dividend) or paying any management fee to its parent holding company if the depository institution would thereafter be
undercapitalized.
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Dividends that may be paid by a national bank without the express approval of the OCC are limited in the aggregate for any calendar year to that
bank�s retained net profits for the preceding two calendar years plus retained net profits up to the date of any dividend declaration in the current
calendar year. Retained net profits, as defined by the OCC, consist of net income less dividends declared during the period. State-chartered
subsidiary banks are also subject to state regulations that limit dividends. Nonbank subsidiaries are also limited by certain federal and state
statutory provisions and regulations covering the amount of dividends that may be paid in any given year.

Currently, the OCC Operating Agreement prohibits NBH Bank from paying a dividend to the Company until at least the fourth quarter of 2013
and, once the prohibition period has elapsed, imposes other restrictions on NBH Bank�s ability to pay dividends, including requiring prior
non-objection from the OCC before any distribution is made.

The ability of a bank holding company to pay dividends and make other distributions can also be limited. The Federal Reserve has authority to
prohibit a bank holding company from paying dividends or making other distributions. The Federal Reserve has issued a policy statement that
provides that a bank holding company should not pay dividends unless: (a) its net income over the last four quarters (net of dividends paid) has
been sufficient to fully fund the dividends; (b) the prospective rate of earnings retention appears to be consistent with the capital needs, asset
quality and overall financial condition of the bank holding company and its subsidiaries; and (c) the bank holding company will continue to meet
minimum required capital adequacy ratios. Accordingly, a bank holding company should not pay cash dividends that exceed its net income or
that can only be funded in ways that weaken the bank holding company�s financial health, such as by borrowing. While we experienced a third
quarter 2012 net loss related to expenses incurred in connection with our IPO, our regulators did not object to our plan to pay a quarterly cash
dividend because doing so would not weaken our financial health. The Dodd-Frank Act imposes, and Basel III (described below) once in effect
will impose, additional restrictions on the ability of banking institutions to pay dividends.

Regulatory Capital Requirements

In General

Bank regulators view capital levels as important indicators of an institution�s financial soundness. As a bank holding company, we are subject to
regulatory capital adequacy requirements implemented by the Federal Reserve. In addition, the OCC imposes capital adequacy requirements on
our subsidiary bank. The federal banking agencies have risk-based capital adequacy guidelines intended to provide a measure of capital
adequacy that reflects the degree of risk associated with a banking organization�s operations. Under these guidelines, assets are assigned to one of
several risk categories, and nominal dollar amounts of assets and credit equivalent amounts of off-balance-sheet items are multiplied by a risk
adjustment percentage for the category. NBH Bank is, and other depository institution subsidiaries that we may acquire or control in the future
will be, subject to such capital adequacy guidelines.

There are five capital tiers for banks: well capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically
undercapitalized. Failure to meet minimum capital requirements can result in various enforcement actions by the bank�s regulator, including
directives to increase capital, formal or informal written agreements with the regulator, and various activities restrictions, all of which, if
undertaken, could have a direct material effect on our financial condition.

Quantitative measures, established by the regulators to ensure capital adequacy, require that a bank holding company maintain minimum ratios
of capital to risk-weighted assets. There are three categories of capital under the guidelines. With the implementation of the Dodd-Frank Act,
certain changes have been made as to the type of capital that falls under each of these categories. For depository institution holding companies
that (1) have more than $15 billion of total consolidated assets as of December 31, 2009 or (2) were not mutual holding companies
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on May 19, 2010, tier 1 capital includes common shareholders� equity, qualifying preferred stock and trust preferred securities issued before
May 19, 2010, less goodwill and certain other deductions (including a portion of servicing assets and the unrealized net gains and losses, after
taxes, on securities available for sale). Tier 2 capital includes preferred stock and trust preferred securities not qualifying as tier 1 capital,
subordinated debt, the allowance for credit losses and net unrealized gains on marketable equity securities, subject to limitations by the
guidelines. Tier 2 capital is limited to the amount of tier 1 capital (i.e., at least half of the total capital must be in the form of tier 1 capital). Tier 3
capital includes certain qualifying unsecured subordinated debt. See ��Changes in Laws, Regulations or Policies and the Dodd-Frank Act.�

Under the guidelines, capital is compared with the relative risk related to the balance sheet. To derive the risk included in the balance sheet, a
risk weighting is applied to each balance sheet asset and off-balance sheet item, primarily based on the relative credit risk of the asset or
counterparty. For example, claims guaranteed by the U.S. government or one of its agencies are risk-weighted at 0% and certain real-estate
related loans risk-weighted at 50%. Off-balance sheet items, such as loan commitments and derivatives, are also applied a risk weight after
calculating balance sheet equivalent amounts. A credit conversion factor is assigned to loan commitments based on the likelihood of the
off-balance sheet item becoming an asset. For example, certain loan commitments are converted at 50% and then risk-weighted at 100%.
Derivatives are converted to balance sheet equivalents based on notional values, replacement costs and remaining contractual terms. For certain
recourse obligations, direct credit substitutes, residual interests in asset securitization and other securitized transaction that expose institutions
primarily to credit risk, the capital amounts and classification under the guidelines are subject to qualitative judgments by the regulators about
components, risk weightings and other factors.

Banks and bank holding companies currently are required to maintain tier 1 capital and the sum of tier 1 and tier 2 capital equal to at least 6%
and 10%, respectively, of their total risk-weighted assets (including certain off-balance sheet items, such as standby letters of credit) to be
deemed �well capitalized.� The federal bank regulatory agencies may, however, set higher capital requirements for an individual bank or when a
bank�s particular circumstances warrant. At this time, the bank regulatory agencies are more inclined to impose higher capital requirements in
order to meet well-capitalized standards, and future regulatory change could impose higher capital standards as a routine matter.

The Federal Reserve may also set higher capital requirements for holding companies whose circumstances warrant it. For example, holding
companies experiencing internal growth or making acquisitions are expected to maintain strong capital positions substantially above the
minimum supervisory levels, without significant reliance on intangible assets. Also, the Federal Reserve considers a �tangible tier 1 leverage ratio�
(deducting all intangibles) and other indications of capital strength in evaluating proposals for expansion or engaging in new capital to adjusted
average total assets) guidelines for banks within their regulatory jurisdictions. These guidelines provide for a minimum leverage ratio of 5% for
banks to be deemed �well capitalized.� Our regulatory capital ratios and those of NBH Bank are in excess of the levels established for
�well-capitalized� institutions.

As an additional means to identify problems in the financial management of depository institutions, the FDI Act requires federal bank regulatory
agencies to establish certain non-capital safety and soundness standards for institutions for which they are the primary federal regulator. The
standards relate generally to operations and management, asset quality, interest rate exposure and executive compensation. The agencies are
authorized to take action against institutions that fail to meet such standards.

In addition, the Dodd-Frank Act requires the federal banking agencies to adopt capital requirements that address the risks that the activities of an
institution pose to the institution and the public and private stakeholders, including risks arising from certain enumerated activities. The federal
banking agencies recently proposed revised capital guidelines to the Dodd-Frank Act and to effect the implementation of Basel III (described
below). In addition, they may make additional changes in the future, based on these or other regulatory or supervisory developments. We cannot
be certain what impact proposed or future changes to existing capital guidelines will have on us or NBH Bank.
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Basel I, Basel II and Basel III Accords

The current risk-based capital guidelines that apply to us and our subsidiary bank are based on the 1988 capital accord, referred to as Basel I, of
the International Basel Committee on Banking Supervision (which we refer to as the �Basel Committee�), a committee of central banks and bank
supervisors, as implemented by federal bank regulators. In 2008, the bank regulatory agencies began to phase-in capital standards based on a
second capital accord issued by the Basel Committee, referred to as Basel II, for large or �core� international banks (generally defined for U.S.
purposes as having total assets of $250 billion or more or consolidated foreign exposures of $10 billion or more). Because we do not anticipate
controlling any large or �core� international bank in the foreseeable future, Basel II will not apply to us.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the Basel Committee, announced agreement
on the calibration and phase-in arrangements for a strengthened set of capital requirements, known as Basel III. When fully phased-in on
January 1, 2019, Basel III increases the minimum tier 1 common equity ratio to 4.5%, net of regulatory deductions and introduces a capital
conservation buffer of an additional 2.5% of common equity to risk-weighted assets, raising the target minimum tier 1 common equity ratio to at
least 7.0%. Basel III increases the minimum tier 1 capital ratio to 8.5% inclusive of the capital conservation buffer, increases the minimum total
capital ratio to 10.5% inclusive of the capital conservation buffer and introduces a countercyclical capital buffer of up to 2.5% of common equity
or other fully loss absorbing capital for periods of excess credit growth. The capital conservation buffer is designed to absorb losses during
periods of economic stress. Banking institutions with a tier 1 common equity ratio above the minimum but below the conservation buffer may
face constraints on dividends, equity repurchases and compensation based on the amount of such shortfall.

Basel III also introduces a non-risk adjusted tier 1 leverage ratio of 3%, based on a measure of total exposure rather than total assets, and new
liquidity standards. The phase-in of the new rules is to commence on January 1, 2013, with the phase-in of the capital conservation buffer
commencing on January 1, 2016 and the rules to be fully phased-in by January 1, 2019.

In November 2010, Basel III was endorsed by the Group of Twenty (G-20) Finance Ministers and Central Bank Governors and will be subject to
individual adoption by member nations, including the United States. On December 16, 2010, the Basel Committee issued the text of the Basel III
rules, which presents the details of global regulatory standards on bank capital adequacy and liquidity agreed by the Basel Committee and
endorsed by the G-20 leaders. In June 2012, the federal banking agencies released proposed changes to the current capital adequacy standards in
light of Basel III and capital changes required by the Dodd-Frank Act. If finalized as proposed in the U.S., Basel III would lead to higher capital
requirements and more restrictive leverage and liquidity ratios. The ultimate impact of the new capital and liquidity standards on us and our bank
subsidiary is currently being reviewed and will depend on a number of factors, including completion of the rulemaking process and final
implementation by the U.S. banking regulators. We cannot determine the ultimate effect that potential legislation, or subsequent regulations, if
enacted, would have upon our earnings or financial position.

Prompt Corrective Action

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

Under this system, the federal banking regulators have established five capital categories, well capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized and critically undercapitalized, in which all institutions are placed. The federal banking
regulators have specified by regulation the relevant capital levels for each of the five categories. Federal banking regulators are required to take
various mandatory supervisory

21

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

Table of Contents 27



Table of Contents

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

Reserve Requirements

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

Deposit Insurance Assessments

FDIC-insured banks are required to pay deposit insurance premiums to the FDIC. The FDIC has adopted a risk-based assessment system
whereby FDIC-insured depository institutions pay insurance premiums at rates based on their risk classification. An institution�s risk
classification is assigned based on its capital levels and the level of supervisory concern the institution poses to the regulators. The FDIC
recently raised assessment rates to increase funding for the DIF, which is currently underfunded.

The Dodd-Frank Act makes permanent the general $250,000 deposit insurance limit for insured deposits. In addition, federal deposit insurance
for the full net amount of deposits in non-interest-bearing transaction accounts was extended through December 31, 2012 for all insured banks.
Beginning January 1, 2013, all of a depositor�s accounts at an insured bank, including all non-interest bearing transaction accounts, are insured by
the FDIC up to $250,000.

The Dodd-Frank Act changes the deposit insurance assessment framework, primarily by basing assessments on an institution�s average total
consolidated assets less average tangible equity (subject to risk-based adjustments that would further reduce the assessment base for custodial
banks) rather than domestic deposits, which is expected to shift a greater portion of the aggregate assessments to large banks, as described in
detail below. The Dodd-Frank Act also eliminates the upper limit for the reserve ratio designated by the FDIC each year, increases the minimum
designated reserve ratio of the DIF from 1.15% to 1.35% of the estimated amount of total insured deposits by September 30, 2020, and
eliminates the requirement that the FDIC pay dividends to depository institutions when the reserve ratio exceeds certain thresholds.

The Dodd-Frank Act requires the DIF to reach a reserve ratio of 1.35% of insured deposits by September 30, 2020. On December 20, 2010, the
FDIC raised the minimum designated reserve ratio of DIF to 2%. The ratio is higher than the minimum reserve ratio of 1.35% as set by the
Dodd-Frank Act. Under the Dodd- Frank Act, the FDIC is required to offset the effect of the higher reserve ratio on small insured depository
institutions, those with consolidated assets of less than $10 billion.

On February 7, 2011, the FDIC approved a final rule on Assessments, Dividends, Assessment Base and Large Bank Pricing. The final rule,
mandated by the Dodd-Frank Act, changes the deposit insurance assessment system from one that is based on domestic deposits to one that is
based on average consolidated total assets minus average tangible equity. Because the new assessment base under the Dodd-Frank Act is larger
than the current assessment base, the final rule�s assessment rates are lower than the current rates, which achieves the FDIC�s goal of not
significantly altering the total amount of revenue collected from the industry. In addition, the final rule adopts a �scorecard� assessment scheme for
larger banks and suspends dividend payments if the DIF reserve ratio exceeds 1.5% but provides for decreasing assessment rates when the DIF
reserve ratio reaches certain thresholds. The final rule also determines how the effect of the higher reserve ratio will be offset for institutions
with less than $10 billion of consolidated assets.
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Continued action by the FDIC to replenish the DIF as well as changes contained in the Dodd-Frank Act may result in higher assessment rates.
NBH Bank may be able to pass part or all of this cost on to its customers, including in the form of lower interest rates on deposits, or fees to
some depositors, depending on market conditions.

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

Permitted Activities and Investments by Bank Holding Companies

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

Privacy Provisions of the GLB Act and Restrictions on Cross-Selling

Federal banking regulators, as required under the GLB Act, have adopted rules limiting the ability of banks and other financial institutions to
disclose nonpublic information about consumers to nonaffiliated third parties. The rules require disclosure of privacy policies to consumers and,
in some circumstances, allow consumers to prevent disclosure of certain personal information to nonaffiliated third parties. The privacy
provisions of the GLB Act affect how consumer information is transmitted through diversified financial services companies and conveyed to
outside vendors.

Federal financial regulators have issued regulations under the Fair and Accurate Credit Transactions Act, which have the effect of increasing the
length of the waiting period, after privacy disclosures are provided to new customers, before information can be shared among different
companies that we own or may come to own for the purpose of cross-selling products and services among companies we own.

In connection with the regulations governing the privacy of consumer financial information, the federal banking agencies adopted guidelines for
establishing information security standards for such information. The guidelines require banking organizations to establish an information
security program to: (i) identify and assess the risks that may threaten customer information; (ii) develop a written plan containing policies and
procedures to manage and control these risks; (iii) implement and test the plan; and (iv) adjust the plan on a continuing basis to account for
changes in technology, the sensitivity of customer information, and internal or external threats. The guidelines also outline the responsibilities of
directors of banking organizations in overseeing the protection of customer information and address response programs for unauthorized access
to customer information.

A number of states have adopted their own statutes concerning financial privacy and requiring notification of security breaches.

Anti-Money Laundering Requirements

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

Office of Foreign Assets Control (�OFAC�) is responsible for helping to insure that U.S. entities do not engage in transactions with certain
prohibited parties, as defined by various Executive Orders and Acts of Congress. OFAC publishes lists of persons, organizations and countries
suspected of aiding, harboring or engaging in terrorist acts, known as Specially Designated Nationals and Blocked Persons. If the Company or
NBH Bank finds a name on any transaction, account or wire transfer that is on an OFAC list, the Company or NBH Bank must freeze or block
such account or transaction, file a suspicious activity report and notify the appropriate authorities.

Consumer Laws and Regulations

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

Many states and local jurisdictions have consumer protection laws analogous, and in addition, to those listed above. These state and local laws
regulate the manner in which financial institutions deal with customers when taking deposits, making loans or conducting other types of
transactions. Failure to comply with these laws and regulations could give rise to regulatory sanctions, customer rescission rights, action by state
and local attorneys general and civil or criminal liability.

The Dodd-Frank Act creates a new independent Consumer Finance Protection Bureau (which we refer to as the �Consumer Bureau�) that has
broad authority to regulate and supervise retail financial services activities of banks and various non-bank providers. The Consumer Bureau has
authority to promulgate regulations, issue orders, guidance and policy statements, conduct examinations and bring enforcement actions with
regard to consumer financial products and services. In general, however, banks with assets of $10 billion or less, such as NBH Bank, will
continue to be examined for consumer compliance by their primary bank regulator.

The Community Reinvestment Act

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

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

Changes in Laws, Regulations or Policies and the Dodd-Frank Act

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

The Dodd-Frank Act, which was signed into law on July 21, 2010, has a broad impact on the financial services industry, imposing significant
regulatory and compliance changes, increased capital, leverage and liquidity requirements and numerous other provisions designed to improve
supervision and oversight of the financial services sector. In addition to certain implications of the Dodd-Frank Act discussed above, the
following items are also key provisions of the Dodd-Frank Act:

� Limitation on Federal Preemption. The Dodd-Frank Act may reduce the ability of national banks to rely upon federal preemption of
state consumer financial laws. The Dodd-Frank Act also eliminates the extension of preemption under the National Bank Act to
operating subsidiaries of national banks. The Dodd-Frank Act authorizes state enforcement authorities to bring lawsuits under
non-preempted state law against national banks and authorizes suits by state attorney generals against national banks to enforce rules
issued by the Consumer Bureau.

� Mortgage Loan Origination and Risk Retention. The Dodd-Frank Act imposes new standards for mortgage loan originations on all
lenders, including banks, in an effort to require steps to verify a borrower�s ability to repay. The Dodd-Frank Act also generally
requires lenders or securitizers to retain an economic interest in the credit risk relating to loans the lender sells or mortgages and
other asset-backed securities that the securitizer issues. The risk retention requirement generally will be 5%, but could be increased
or decreased by regulation.

� Corporate Governance. The Dodd-Frank Act addresses many investor protection, corporate governance and executive compensation
matters that will affect most U.S. publicly traded companies, including the Company. The Dodd-Frank Act: (1) grants stockholders
of U.S. publicly traded companies an advisory vote on executive compensation (unless exempted by the Jumpstart Our Business
Startups Act (the �JOBS Act�); (2) enhances independence requirements for compensation committee members and advisors;
(3) requires companies listed on national securities exchanges to adopt incentive-based compensation clawback policies for executive
officers; and (4) provides the SEC with authority to adopt proxy access rules that would allow stockholders of publicly traded
companies to nominate candidates for election as a director and have those nominees included in a company�s proxy materials.

Many of the requirements of the Dodd-Frank Act will be implemented over time, and most will be subject to regulations implemented over the
course of several years. Given the uncertainty surrounding the manner in which many of the Dodd-Frank Act�s provisions will be implemented
by the various regulatory agencies and through
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regulations, the full extent of the impact on our operations is unclear. The changes resulting from the Dodd-Frank Act may impact the
profitability of our business activities, require changes to certain of our business practices, impose upon us more stringent capital, liquidity and
leverage requirements or otherwise materially and adversely affect us.

Item 1A. RISK FACTORS.
Risks Relating to Our Banking Operations

We have recently completed four acquisitions and have a limited operating history from which investors can evaluate our future prospects and
financial and operating performance.

We were organized in June 2009 and acquired selected assets and assumed selected liabilities of Hillcrest Bank, Bank Midwest, Bank of Choice
and Community Banks of Colorado in October 2010, December 2010, July 2011 and October 2011, respectively. Because our banking
operations began in 2010, we have a limited operating history upon which investors can evaluate our operational performance or compare our
recent performance to historical performance. Although we acquired selected assets and assumed selected liabilities of four depository
institutions which had operated for longer periods of time than we have, their business models and experiences are not reflective of our plans.
Accordingly, our limited time operating our acquired franchises may make it difficult for investors to evaluate our future prospects and financial
and operating performance. Moreover, because a large portion of our loans and OREO are covered by loss sharing agreements with the FDIC
and all of the loans and OREO we acquired were marked to fair value at the time of our acquisition, we believe that the historical financial
results of the acquisitions are less useful to an evaluation of our future prospects and financial and operating performance. Certain other factors
may also make it difficult for investors to evaluate our future prospects and financial and operating performance, including, among others:

� our current asset mix, loan quality and allowance for loan losses are not representative of our anticipated future asset mix, loan
quality and allowance for loan losses, which may change materially as we undertake organic loan origination and banking activities
and pursue future acquisitions;

� a large portion of our loans and OREO were covered by loss sharing agreements with the FDIC, which reimburse a variable
percentage of losses experienced on these assets; thus, we may face higher losses once the FDIC loss sharing arrangements expire
and losses may exceed the discounts we received;

� the income we report from certain acquired assets due to loan discount, accretable yield and the accretion of the FDIC
indemnification asset will be higher than the returns available in the current market and, if we are unable to make new performing
loans and acquire other performing assets in sufficient volume, we may be unable to generate the earnings necessary to implement
our growth strategy;

� our significant cash reserves and liquid investment securities portfolio, which result in large part from the proceeds of our 2009
private offering of common stock and cash received in connection with our acquisitions of Hillcrest Bank, Bank Midwest, Bank of
Choice and Community Banks of Colorado, are unlikely to be representative of our future cash position;

� our acquisition history may not be indicative of our ability to execute our external growth strategy, and our inability to execute such
strategy would materially and adversely affect us.

� our historical cost structure and capital expenditure requirements are not reflective of our anticipated cost structure and capital
spending as we integrate our acquisitions and operate our organic banking platform; and
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� our regulatory capital ratios, minimums of which are required by agreements we have reached with our regulators and which result in
part from the proceeds of our private offering of common stock, are not necessarily representative of our future regulatory capital
ratios.

Continued or worsening general business and economic conditions could materially and adversely affect us.
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Our business and operations are sensitive to general business and economic conditions in the United States and in our two core markets in
Colorado and the greater Kansas City region. If the economies in our core markets, or the U.S. economy more generally, are unable to steadily
emerge from the recession that began in 2007 or we experience worsening economic conditions, we could be materially and adversely affected.
Weak economic conditions may be characterized by deflation, fluctuations in debt and equity capital markets, including a lack of liquidity and/or
depressed prices in the secondary market for mortgage loans, increased delinquencies on loans, residential and commercial real estate price
declines and lower home sales and commercial activity. All of these factors would be detrimental to our business. Our business is significantly
affected by monetary and related policies of the U.S. federal government, its agencies and government-sponsored entities. Changes in any of
these policies are influenced by macroeconomic conditions and other factors that are beyond our control and could have a material adverse effect
on us.

Changes in the assumptions underlying our loss share accounting and acquisition method of accounting could affect our financial information
and have a material adverse effect on us.

A material portion of our financial results is based on loss share accounting, which is subject to assumptions and judgments made by us and our
regulators. In addition, as a result of our recent acquisitions, our financial information is heavily influenced by the application of the acquisition
method of accounting. Both methodologies require us to make complex assumptions, which assumptions materially affect our financial results.
If these assumptions are incorrect or we change or modify our assumptions, it could have a material adverse effect on us or our previously
reported results. As such, any financial information generated through the use of loss share accounting or the acquisition method of accounting is
subject to modification or change. If our assumptions are incorrect and we change or modify our assumptions, it could have a material adverse
effect on us or our previously reported results

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

As a lender, we are exposed to the risk that our clients will be unable to repay their loans according to their terms and that the collateral securing
the payment of their loans (if any) may not be sufficient to assure repayment. The risks inherent in making any loan include risks with respect to
the ability of borrowers to repay their loans and, if applicable, the period of time over which the loan is repaid, risks relating to proper loan
underwriting and guidelines, risks resulting from changes in economic and industry conditions, risks inherent in dealing with individual
borrowers and risks resulting from uncertainties as to the future value of collateral. Similarly, we have credit risk embedded in our securities
portfolio. Our credit standards, procedures and policies may not prevent us from incurring substantial credit losses, particularly in light of market
developments in recent years.

Soft residential and commercial real estate markets, higher delinquency and default rates, heightened vacancy rates and volatile and constrained
secondary credit markets affect the real estate industry generally and in areas in which our business is currently most heavily concentrated. We
may be materially and adversely affected by declines in real estate values. The effects of ongoing mortgage market challenges, combined with
the ongoing correction in residential real estate market prices and reduced levels of home sales, could adversely affect the value of collateral
securing mortgage loans, mortgage loan originations and gains on sale of mortgage loans. Continued declines in real estate values and home
sales volumes, and financial stress on borrowers as a result of job losses or other factors, could have further adverse effects on borrowers that
result in higher delinquencies and greater charge-offs in future periods, which could materially and adversely affect us

We depend on our executive officers and key personnel to implement our strategy and could be harmed by the loss of their services.

We believe that the implementation of our strategy will depend in large part on the skills of our executive management team and our ability to
motivate and retain these and other key personnel. Accordingly, the loss of
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service of one or more of our executive officers or key personnel could reduce our ability to successfully implement our growth strategy and
materially and adversely affect us. Although our Chief Executive Officer, Chief Financial Officer, Chief Risk Officer, President Midwest
Division and Chief of Integration, Technology and Operations have entered into employment arrangements with us, it is possible that they may
not complete the term of their employment arrangements or may choose not to renew them upon expiration. Our success also depends on the
experience of our branch managers and lending officers and on their relationships with the clients and communities they serve. The loss of these
key personnel could negatively impact our banking operations. The loss of key senior personnel, or the inability to recruit and retain qualified
personnel in the future, could have a material adverse effect on us.

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

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

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

Our loss sharing agreements impose restrictions on the operation of our business and extensive record-keeping requirements, and failure to
comply with the terms of our loss sharing agreements with the FDIC may result in significant losses.

A significant portion of our revenue is derived from assets acquired in Hillcrest Bank and Community Banks of Colorado transactions. Certain
of the loans, commitments and foreclosed assets acquired in those transactions are covered by the loss sharing agreements, which provide that a
significant portion of the losses related to those covered assets will be borne by the FDIC. We may, however, experience difficulties in
complying with the requirements of the loss sharing agreements, including the extensive record-keeping and documentation relating to the status
and reimbursement of covered assets. The required terms of the agreements are extensive and failure to comply with any of the terms could
result in a specific asset or group of assets losing their loss sharing coverage. Additionally, complying with the extensive requirements to avail
ourselves of the loss sharing coverage could take management time and attention away from other aspects of running our business.

Our loss sharing agreements also impose limitations on the manner in which we manage loans covered by loss sharing. For example, under the
loss sharing agreements, we may not, without FDIC consent, sell a covered loan even if in the ordinary course of our business we determine that
taking such action would be advantageous for the Company. These restrictions could impair our ability to manage problem loans, extend the
amount of time that such loans remain on our balance sheet and increase the amount of our losses.

We hold and acquire a significant amount of OREO from time to time, which may lead to increased operating expenses and vulnerability to
additional declines in real property values.
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When necessary, we foreclose on and take title to the real estate (some of which is covered by our FDIC loss sharing arrangement) serving as
collateral for our loans as part of our business. Real estate that we own but do use in the ordinary course of our operations is referred to as �other
real estate owned,� or �OREO� property. Increased OREO balances have led to greater expenses as we incur costs to manage and dispose of the
properties. Despite some of the OREO being covered by loss sharing agreements with the FDIC, we expect that our earnings will continue to be
negatively affected by various expenses associated with OREO, including personnel costs, insurance and taxes, completion and repair costs,
valuation adjustments and other expenses associated with property ownership, as well as by the funding costs associated with OREO assets. We
evaluate OREO properties periodically and write down the carrying value of the properties if the results of our evaluation require it. The
expenses associated with OREO and any further OREO write-downs could have a material adverse effect on us.

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

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

The expanding body of federal, state and local regulation and/or the licensing of loan servicing, collections or other aspects of our business may
increase the cost of compliance and the risks of noncompliance.

We service our own loans, and loan servicing is subject to extensive regulation by federal, state and local governmental authorities as well as to
various laws and judicial and administrative decisions imposing requirements and restrictions on those activities. The volume of new or
modified laws and regulations has increased in recent years and, in addition, some individual municipalities have begun to enact laws that
restrict loan servicing activities including delaying or temporarily preventing foreclosures or forcing the modification of certain mortgages. If
regulators impose new or more restrictive requirements, we may incur additional significant costs to comply with such requirements which may
further adversely affect us. In addition, our failure to comply with these laws and regulations could possibly lead to: civil and criminal liability;
loss of licensure; damage to our reputation in the industry; fines and penalties and litigation, including class action lawsuits; and administrative
enforcement actions. Any of these outcomes could materially and adversely affect us.

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

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

We face significant competition from other financial institutions and financial services providers, which may materially and adversely affect us.

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

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

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

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

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

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

� the ability to expand our market position;

� client satisfaction with our level of service;

� the ability to operate our business effectively and efficiently; and

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

We may not be able to meet the cash flow requirements of deposit withdrawals and other business needs unless we maintain sufficient liquidity.

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

Like other financial services institutions, our asset and liability structures are monetary in nature. Such structures are affected by a variety of
factors, including changes in interest rates, which can impact the value of financial instruments held by us.

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

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

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

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

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

In addition, we provide our clients with the ability to bank remotely, including online over the internet and over the telephone. The secure
transmission of confidential information over the internet and other remote channels is a critical element of remote banking. Our network could
be vulnerable to unauthorized access, computer viruses, phishing schemes and other security breaches. We may be required to spend significant
capital and other resources to protect against the threat of security breaches and computer viruses, or to alleviate problems caused by security
breaches or viruses. To the extent that our activities or the activities of our clients involve the storage and transmission of confidential
information, security breaches and viruses could expose us to claims, regulatory scrutiny, litigation and other possible liabilities. Any inability to
prevent security breaches or computer viruses could also cause existing clients to lose confidence in our systems and could materially and
adversely affect us.

We are required to evaluate our internal control over financial reporting under Section 404 of the Sarbanes Oxley Act of 2002, and any adverse
results from such evaluation could result in a loss of investor confidence in our financial reports and have an adverse effect on our stock price.

As a publicly traded company, we are required to file periodic reports containing our consolidated financial statements with the SEC within a
specified time following the completion of quarterly and annual periods. We will also be required to comply with Section 404 of the
Sarbanes-Oxley Act of 2002 concerning internal control over financial reporting. We may experience difficulty in meeting the SEC�s reporting
requirements. Any failure by us to file our periodic reports with the SEC in a timely manner could harm our reputation and cause investors and
potential investors to lose confidence in us and reduce the market price of our Class A common stock.

Beginning with our Annual Report on Form 10-K for our 2013 fiscal year, SEC rules will require that our Chief Executive Officer and Chief
Financial Officer periodically certify the existence and effectiveness of our internal control over financial reporting. Beginning with the fiscal
year ending December 31, 2018, or such earlier time as we are no longer an �emerging growth company� as defined in the Jumpstart Our Business
Startups Act (which we refer to as the �JOBS Act�), our independent registered public accounting firm will be required to attest to our assessment
of our internal control over financial reporting. This process will require significant documentation of policies, procedures and systems, review
of that documentation by our internal auditing and accounting staff and our outside independent registered public accounting firm, and testing of
our internal control over financial reporting by our internal auditing and accounting staff and our outside independent registered public
accounting firm. This process will involve considerable time and attention, may strain our internal resources, and will increase our operating
costs. We may experience higher than anticipated operating expenses and outside auditor fees during the implementation of these changes and
thereafter.

During the course of our testing, we may identify deficiencies that would have to be remediated to satisfy the SEC rules for certification of our
internal control over financial reporting. A material weakness is defined by the standards issued by the Public Company Accounting Oversight
Board as a deficiency, or combination of deficiencies, in internal control over financial reporting that results in a reasonable possibility that a
material misstatement of our annual or interim financial statements will not be prevented or detected on a timely basis. As a consequence, we
would have to disclose in periodic reports we file with the SEC any material weakness in our internal control over financial reporting. The
existence of a material weakness would preclude management from concluding that our internal control over financial reporting is effective and
would preclude our independent auditors from attesting to our assessment of the effectiveness of our internal control over financial reporting is
effective. In addition, disclosures of this type in our SEC reports could cause investors to lose confidence in our financial reporting and may
negatively affect the market price of our Class A common stock. Moreover, effective
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internal controls are necessary to produce reliable financial reports and to prevent fraud. If we have deficiencies in our disclosure controls and
procedures or internal control over financial reporting, it may materially and adversely affect us.

Risks Relating to our Growth Strategy

We may not be able to effectively manage our growth.

Our future operating results depend to a large extent on our ability to successfully manage our rapid growth. Our rapid growth has placed, and it
may continue to place, significant demands on our operations and management. Whether through additional acquisitions or organic growth, our
current plan to expand our business is dependent upon our ability to:

� continue to implement and improve our operational, credit, financial, management and other internal risk controls and processes and
our reporting systems and procedures in order to manage a growing number of client relationships;

� scale our technology platform;

� integrate our acquisitions and develop consistent policies throughout the various businesses; and

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

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

We intend to complement and expand our business by pursuing strategic acquisitions of community banking franchises. Generally, any
acquisition of target financial institutions, banking centers or other banking assets by us will require approval by, and cooperation from, a
number of governmental regulatory agencies, possibly including the Federal Reserve, the OCC and the FDIC, as well as state banking
regulators. In acting on applications, federal banking regulators consider, among other factors:

� the effect of the acquisition on competition;

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

� the quantity and complexity of previously consummated acquisitions;

� the managerial resources of the applicant and the bank(s) involved;
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� the convenience and needs of the community, including the record of performance under the Community Reinvestment Act (which
we refer to as the �CRA�);

� the effectiveness of the applicant in combating money laundering activities; and

� the extent to which the acquisition would result in greater or more concentrated risks to the stability of the United States banking or
financial system.
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Such regulators could deny our application based on the above criteria or other considerations, which would restrict our growth, or the
regulatory approvals may not be granted on terms that are acceptable to us. For example, we could be required to sell banking centers as a
condition to receiving regulatory approvals, and such a condition may not be acceptable to us or may reduce the benefit of any acquisition.

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

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

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

We intend to grow our business through strategic acquisitions of financial services franchises coupled with organic loan growth. Previous
availability of attractive acquisition targets may not be indicative of future acquisition opportunities, and we may be unable to identify any
acquisition targets that meet our investment objectives. Additionally, loan growth, excluding the effects of our acquisitions, has so far been
limited and such loan balances have declined as loan repayments from our clients have generally outpaced loan originations due not only to our
limited time to cultivate relationships with our clients, but also due to the generally weakened economy and lower levels of quality borrowing
demand. As a result, a significant portion of our income thus far has been derived from the accretion recognized on acquired assets rather than
from cash interest income. As our acquired loan portfolio, which produces higher yields than our originated loans due to loan discount,
accretable yield and the accretion of the FDIC indemnification asset, is paid down, we expect downward pressure on our income to the extent
that the runoff is not replaced with other high-yielding loans. As a result of the foregoing, if we are unable to replace loans in our existing
portfolio with comparable high-yielding loans, we could be materially and adversely affected. We could also be materially and adversely
affected if we choose to pursue riskier higher-yielding loans that fail to perform.

Projected operating results for businesses acquired by us may be inaccurate and may vary significantly from actual results. To the extent that
we make acquisitions that involve distressed assets, we may not be able to realize the value we predict from these assets or make sufficient
provision for future losses in the value of, or accurately estimate the future writedowns to be taken in respect of, these assets.
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We will generally establish the pricing of transactions and the capital structure of banking franchises to be acquired by us on the basis of
financial projections for such banking franchises. In general, projected operating results will be based on the judgment of our management team.
In all cases, projections are only estimates of future results that are based upon assumptions made at the time that the projections are developed
and the projected results may vary significantly from actual results. General economic, political and market conditions can have a material
adverse impact on the reliability of such projections. In the event that the projections made in connection with our acquisitions, or future
projections with respect to new acquisitions, are not accurate, such inaccuracies could materially and adversely affect us. Any of the foregoing
matters could materially and adversely affect us.

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

Risks Relating to the Regulation of Our Industry

The enactment of the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 may have a material adverse effect on our business

On July 21, 2010, the President signed into law the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010 (which we refer to as
the �Dodd-Frank Act�), which imposes significant regulatory and compliance changes. The key effects of the Dodd-Frank Act on our business are:

� changes to regulatory capital requirements;

� exclusion of hybrid securities issued on or after May 19, 2010 from tier 1 capital;

� creation of new government regulatory agencies (such as the Financial Stability Oversight Council, which will oversee systemic risk,
and the Consumer Financial Protection Bureau, which will develop and enforce rules for bank and non-bank providers of consumer
financial products);

� potential limitations on federal preemption;

� changes to deposit insurance assessments;

� regulation of debit interchange fees we earn;

� changes in retail banking regulations, including potential limitations on certain fees we may charge; and

� changes in regulation of consumer mortgage loan origination and risk retention.
In addition, the Dodd-Frank Act restricts the ability of banks to engage in certain proprietary trading or to sponsor or invest in private equity or
hedge funds. The Dodd-Frank Act also contains provisions designed to limit the ability of insured depository institutions, their holding
companies and their affiliates to conduct certain swaps and derivatives activities and to take certain principal positions in financial instruments.
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some of which have been proposed by the applicable federal agencies. The provisions of the Dodd-Frank Act may have unintended effects,
which will not be clear until implementation. The changes resulting from the Dodd-Frank Act could limit our business activities, require changes
to certain of our business practices, impose upon us more stringent capital, liquidity and leverage requirements or otherwise materially and
adversely affect us. These changes may also require us to invest significant management attention and resources to evaluate and make any
changes necessary to comply with new statutory and regulatory requirements. Failure to comply with the new requirements could also materially
and adversely affect us. Any changes in the laws or regulations or their interpretations could be materially adverse to investors in our common
stock

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

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

We are subject to substantial regulatory limitations that limit the way in which we may operate our business.

Our bank subsidiary, NBH Bank, N.A. (�NBH Bank� or the �Bank�), is subject to specific requirements pursuant to the OCC Operating Agreement
entered into in connection with our acquisition of certain assets of Bank Midwest, N.A. The OCC Operating Agreement requires, among other
things, that the Bank maintain various financial and capital ratios and provide notice to, and obtain consent from, the OCC with respect to any
additional failed bank acquisitions from the FDIC or the appointment of any new director or senior executive officer of the Bank. Additionally,
the OCC Operating Agreement prohibits the Bank from paying a dividend to the Company until at least the fourth quarter of 2013 and, once the
prohibition period has elapsed, imposes other restrictions on the Bank�s ability to pay dividends, including requiring prior non-objection from the
OCC before any distribution is made. Also, the OCC Operating Agreement requires that the Bank maintain total capital at least equal to 12% of
risk-weighted assets, tier 1 capital at least equal to 11% of risk-weighted assets and tier 1 capital at least equal to 10% of adjusted total assets.

The Bank (and, with respect to certain provisions, the Company) is also subject to the FDIC Order issued in connection with the FDIC�s approval
of our application for deposit insurance for the Bank. The FDIC Order requires, among other things, that until fourth quarter of 2013, obtaining
the FDIC�s approval before implementing certain compensation plans, submit updated business plans and reports of material deviations from
those plans to the FDIC and comply with the applicable requirements of the FDIC Policy Statement. Additionally, the FDIC Order requires that
the Bank maintain capital levels of at least a 10% tier 1 leverage ratio and a 10% tier 1 risk-based capital ratio until at least the fourth quarter of
2013.

A failure by us or the Bank to comply with the requirements of the OCC Operating Agreement or the FDIC Order, or the objection by the OCC
or the FDIC to any materials or information submitted pursuant to the OCC Operating Agreement or the FDIC Order, could prevent us from
executing our business strategy and materially and adversely affect us.
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The short-term and long-term impact of the new regulatory capital standards and the forthcoming new capital rules for U.S. banks is uncertain.

On September 12, 2010, the Group of Governors and Heads of Supervision, the oversight body of the Basel Committee on Banking Supervision,
announced an agreement to a strengthened set of capital requirements for internationally active banking organizations in the United States and
around the world, known as Basel III. Basel III increases the requirements for minimum common equity, minimum tier 1 capital, and minimum
total capital, to be phased in over time until fully phased in by January 1, 2019.

Various provisions of the Dodd-Frank Act increase the capital requirements of bank holding companies, such as the Company, and non-bank
financial companies that are supervised by the Federal Reserve. The leverage and risk-based capital ratios of these entities may not be lower than
the leverage and risk-based capital ratios for insured depository institutions. In particular, bank holding companies will no longer be permitted to
count trust preferred securities toward their tier 1 capital. While we do not have currently have trust preferred securities, many bank holding
companies have long relied on trust preferred securities as a component of their regulatory capital. In June 2012, the Federal Reserve, OCC and
FDIC released proposed rules which would implement the Basel III and Dodd-Frank Act capital requirements. While the proposed capital
requirements would result in generally higher regulatory capital standards, it is uncertain as to exactly how the new standards will ultimately be
applied to us and our subsidiary bank and their impact on us or NBH Bank.

The FDIC�s restoration plan and the related increased assessment rate could materially and adversely affect us.

The FDIC insures deposits at FDIC-insured depository institutions, such as our subsidiary bank, up to applicable limits. The amount of a
particular institution�s deposit insurance assessment is based on that institution�s risk classification under an FDIC risk-based assessment system.
An institution�s risk classification is assigned based on its capital levels and the level of supervisory concern the institution poses to its regulators.
Market developments have significantly depleted the DIF of the FDIC and reduced the ratio of reserves to insured deposits. As a result of recent
economic conditions and the enactment of the Dodd-Frank Act, the FDIC has increased the deposit insurance assessment rates and thus raised
deposit insurance premiums for insured depository institutions. If these increases are insufficient for the DIF to meet its funding requirements,
there may need to be further special assessments or increases in deposit insurance premiums. We are generally unable to control the amount of
premiums that we are required to pay for FDIC insurance. If there are additional bank or financial institution failures, we may be required to pay
even higher FDIC premiums than the recently increased levels. Any future additional assessments, increases or required prepayments in FDIC
insurance premiums may materially and adversely affect us, including by reducing our profitability or limiting our ability to pursue certain
business opportunities.

Federal banking agencies periodically conduct examinations of our business, including compliance with laws and regulations, and our failure to
comply with any supervisory actions to which we become subject as a result of such examinations could materially and adversely affect us.

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

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

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

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

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

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

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

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

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

Our ability to declare and pay dividends depends both on the ability of our bank subsidiary to pay dividends to us and on certain federal
regulatory considerations, including the guidelines of the Federal Reserve regarding capital adequacy and dividends. Because we are a separate
legal entity from our bank subsidiary and we do not have significant operations of our own, any dividends paid by us to our common
stockholders would have to be paid from funds at the holding company level that are legally available therefor. However, as a bank holding
company, we are subject to general regulatory restrictions on the payment of cash dividends. Federal bank regulatory agencies have the authority
to prohibit bank holding companies from engaging in unsafe or unsound practices in conducting their business, which depending on the financial
condition and liquidity of the holding company at the time, could include the payment of dividends. Additionally, various federal and state
statutory provisions limit the amount of dividends that our bank subsidiary can pay to us as its holding company without regulatory approval.
Our bank subsidiary is currently prohibited by our OCC Operating Agreement from paying dividends to us until at least the fourth quarter of
2013. Therefore, other than the net proceeds that we received or will receive from the 2009 private offering and from any future financing at the
holding company level, we do not have, and do not expect to have in the near future, liquidity at the holding company level to pay dividends to
our common stockholders. Finally, holders of our common stock are only entitled to receive such dividends as our board of directors may, in its
unilateral discretion, declare out of funds legally available for such purpose based on a variety of considerations, including, without limitation,
our historical and projected financial condition, liquidity and results of operations, capital levels, tax considerations, statutory and regulatory
prohibitions and other limitations, general economic conditions and other factors deemed relevant by our board of directors. Accordingly, we
may not pay the amount of dividends referenced in our current intention above, or any dividends at all, to our common stockholders in the
future.

Cautionary Note Regarding Forward-looking Statements

This annual report on Form 10-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995. Any statements about our expectations, beliefs, plans, predictions, forecasts, objectives, assumptions or future events or performance are
not historical facts and may be forward-looking. These statements are often, but not always, made through the use of words or phrases such as
�anticipate,� �believes,� �can,� �would,� �should,� �could,� �may,� �predicts,� �potential,� �should,� �will,� �estimate,� �plans,� �projects,� �continuing,� �ongoing,� �expects,�
�intends� and similar words or phrases. These statements are only predictions and involve estimates, known and unknown risks, assumptions and
uncertainties. Our actual results could differ materially from those expressed in or contemplated by such forward-looking statements as a result
of a variety of factors, some of which are more fully described in Part I under the caption �Risk Factors.�

Any or all of our forward-looking statements in this annual report may turn out to be inaccurate. The inclusion of such forward-looking
statements should not be regarded as a representation by us that we will achieve the results expressed in or contemplated by such
forward-looking statements. We have based these forward-looking
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statements largely on our current expectations and projections about future events and financial trends that we believe may affect our financial
condition, liquidity, results of operations, business strategy and growth prospects. There are important factors that could cause our actual results,
level of activity, performance or achievements to differ materially from the results, level of activity, performance or achievements expressed in
or contemplated by the forward looking statements, including, but not limited to:

� ability to execute our business strategy;

� changes in the regulatory environment, including changes in regulation that affect the fees that we charge;

� economic, market, operational, liquidity, credit and interest rate risks associated with our business;

� our ability to identify potential candidates for, obtain regulatory approval, and consummate, acquisitions of banking franchises on
attractive terms, or at all;

� our ability to integrate acquisitions and to achieve synergies, operating efficiencies and/or other expected benefits within expected
time-frames, or at all, or within expected cost projections, and to preserve the goodwill of acquired banking franchises;

� our ability to achieve organic loan and deposit growth and the composition of such growth;

� business and economic conditions generally and in the financial services industry;

� increased competition in the financial services industry, nationally, regionally or locally, resulting in, among other things, lower
risk-adjusted returns;

� changes in the economy or supply-demand imbalances affecting local real estate values;

� volatility and direction of market interest rates;

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

� the ability in certain states to amend the state constitution to impose restrictions on financial services by a simple majority of the
people who actually vote;

� governmental legislation and regulation, including changes in accounting regulation or standards;

� failure of politicians to reach consensus on a bipartisan basis;

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

Table of Contents 50



� acts of war or terrorism, natural disasters such as tornadoes, flooding, hail storms and damaging winds, earthquakes, hurricanes or
fires, or the effects of pandemic flu;

� the timely development and acceptance of new products and services and perceived overall value of these products and services by
users;

� changes in the Company�s management personnel;

� continued consolidation in the financial services industry;

� ability to maintain or increase market share;

� ability to implement and/or improve operational management and other internal risk controls and processes and our reporting system
and procedures;

� a weakening of the economy which could materially impact credit quality trends and the ability to generate quality loans;

� the impact of current economic conditions and the Company�s performance, liquidity, financial condition and prospects and on its
ability to obtain attractive third-party funding to meet its liquidity needs;

� fluctuations in face value of investment securities due to market conditions;
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� changes in fiscal, monetary and related policies of the U.S. federal government, its agencies and government sponsored entities;

� inability to receive dividends from our subsidiary bank and to service debt, pay dividends to our common stockholders and satisfy
obligations as they become due;

� costs and effects of legal and regulatory developments, including the resolution of legal proceedings or regulatory or other
governmental inquiries, and the results of regulatory examinations or reviews;

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

� changes in capital classification;

� impact of reputational risk on such matters as business generation and retention; and

� the Company�s success at managing the risks involved in the foregoing items.
All forward-looking statements are necessarily only estimates of future results. Accordingly, actual results may differ materially from those
expressed in or contemplated by the particular forward-looking statement, and, therefore, you are cautioned not to place undue reliance on such
statements. Any forward-looking statement is qualified in its entirety by reference to the matters discussed elsewhere in this annual report.
Further, any forward-looking statement speaks only as of the date on which it is made, and we undertake no obligation to update any
forward-looking statement to reflect events or circumstances after the date on which the statement is made or to reflect the occurrence of
unanticipated events or circumstances, except as required by applicable law.

Item 1B. UNRESOLVED STAFF COMMENTS.
None

Item 2. PROPERTIES.
Our principal executive offices are located in the Denver Tech Center area immediately south of Denver, Colorado. We also have approximately
70,000 square feet of office and operations space in Kansas City, Missouri. At December 31, 2012, we operated 45 full-service banking centers
in Kansas and Missouri, 50 in Colorado, four in California and two in Texas, as well as 20 retirement center locations in Kansas and Missouri
and six retirement center locations in each of Colorado and Texas. Of these banking centers, 61 locations were leased and 72 were owned.

Item 3. LEGAL PROCEEDINGS.
From time to time we are a party to various litigation matters incidental to the conduct of our business. We are not presently party to any legal
proceedings the resolution of which we believe would have a material adverse effect on our business, prospects, financial condition, results of
operations or liquidity.

Item 4. MINE SAFETY DISCLOSURES.
None
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Part II

Item 5. MARKET FOR REGISTRANT�s COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES.

National Bank Holdings Corporation

Common Stock Data

Shares of the Company�s common stock began trading on the New York Stock Exchange (�NYSE�) under the symbol �NBHC� on September 20,
2012. Prior to September 20, 2012, there was no established public trading market for the Company�s stock. The following table presents the high
and low prices of actual transactions in the Company�s common stock and cash dividends paid for the periods indicated:

Quarter High Low
Cash

Dividends
2012 First $ �  $ �  $ �  
Second $ �  $ �  $ �  
Third $ 20.25 $ 19.23 $ �  
Fourth $ 19.92 $ 17.90 $ 0.05

The last sale price of our common stock on the NYSE was $18.09 per share on February 28, 2013. The Company had 100 shareholders of record
as of February 28, 2013. Management estimates that the number of beneficial owners is significantly greater.

In October 2012, we commenced the payment of a $0.05 per share quarterly dividend to holders of our common stock.

As a bank holding company, any dividends paid to us by our bank subsidiary are subject to various federal and state regulatory limitations and
also subject to the ability of our bank subsidiary to pay dividends to us. Currently, the Bank is prohibited by our OCC Operating Agreement
from paying dividends to us until at least the fourth quarter of 2013, and, therefore, any dividends to our common stockholders would have to be
paid from funds legally available at the holding company level. Other than the net proceeds that we received or will receive, as the case may be,
from the 2009 private offering and from any future financing at the holding company level, we do not have, and do not expect to have in the near
future, liquidity sources at the holding company level to pay dividends to our common stockholders. In addition, in the future, we and our bank
subsidiary may enter into credit agreements or other financing arrangements that prohibit or otherwise restrict our ability to declare or pay cash
dividends. Any determination to pay cash dividends in the future will be at the unilateral discretion of our board of directors and will depend on
a variety of considerations, including, without limitation, our historical and projected financial condition, liquidity and results of operations,
capital levels, tax considerations, statutory and regulatory prohibitions and other limitations, general economic conditions and other factors
deemed relevant by our board of directors. See �Risk Factors�Our ability to pay dividends is subject to regulatory limitations and our bank
subsidiary�s ability to pay dividends to us is also subject to regulatory limitations.�
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Performance Graph

The following graph presents a comparison of the Company�s performance to the indices named below. It assumes $100 invested on
September 19, 2012, with dividends invested on a total return basis.

Period Ending
Index 09/19/12 09/28/12 10/31/12 11/30/12 12/31/12
NBH 100.00 101.09 98.70 95.17 98.65
KBW Regional Banking Index 100.00 97.37 94.77 93.31 94.46
Russell 2000 Index 100.00 97.82 95.64 96.01 99.21
The following table sets forth information about our purchases of our $0.01 par value common stock, our only class of stock registered pursuant
to Section 12 of the Exchange Act, during the fourth quarter of 2012.

Period

Total Number of
Shares

Purchased

Average
Price Paid

per
Share

Total Number
of

Shares Purchased as
Part of

Publicaly
Announced Program

Maximum Amount
that May Yet Be

Purchased Under the
Program

October 1-31, 2012 0 $ �   0 $ 25,000,000
November 1-30, 2012 0 $ �   0 $ 25,000,000
December 1-31, 2012 240 $ 17.98 240 $ 24,995,685

Total 240 $ 17.98 240 $ 24,995,685

On October 31, 2012, the Board of Directors authorized share repurchases of our common stock of up to $25 million, from time to time. The
stock purchases detailed above were made under this authorization.
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Item 6. SELECTED FINANCIAL DATA
The following table sets forth summary selected historical financial information as of and for the years ended December 31, 2012, 2011 and
2010, and as of December 31, 2009 and for the period from June 16, 2009 (inception) to December 31, 2009. The summary selected historical
consolidated financial information set forth below is derived from our audited consolidated financial statements.

Although we were incorporated on June 16, 2009, we did not have any substantive operations prior to the Hillcrest Bank acquisition on
October 22, 2010. Our results of operations for the post-Hillcrest Bank acquisition periods are not comparable to our results of operations for the
pre-Hillcrest Bank acquisition periods. Our results of operations for the post-Hillcrest Bank acquisition periods reflect, among other things, the
acquisition method of accounting. In addition, we consummated the Bank Midwest acquisition on December 10, 2010, the Bank of Choice
acquisition on July 22, 2011 and the Community Banks of Colorado acquisition on October 21, 2011, all of which were significant acquisitions
and were also accounted for using the acquisition method of accounting. See �Management�s Discussion and Analysis of Financial Condition and
Results of Operations.�

The summary selected historical consolidated financial data set forth below should be read together with our consolidated financial statements
and the related notes thereto and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included elsewhere in
this annual report. Such information is not necessarily indicative of anticipated future results.
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Summary Selected Historical Consolidated Financial Data

December 31, 2012 December 31, 2011 December 31, 2010 December 31, 2009 (1)
Consolidated Balance Sheet Information
(unaudited, $ in thousands):
Cash and cash equivalents $ 769,180 $ 1,628,137 $ 1,907,730 $ 1,099,288
Investment securities available-for-sale 1,718,028 1,862,699 1,254,595 �  
Investment securities held-to-maturity 577,486 6,801 �  �  
Non-marketable equity securities 32,996 29,117 17,800
Loans receivable (2):
Covered under FDIC loss sharing
agreements 608,222 952,715 703,573 �  
Not covered under FDIC loss sharing
agreements 1,229,848 1,321,336 865,297 �  
Less: Allowance for loan losses (15,380) (11,527) (48) �  

Loans receivable, net 1,822,690 2,262,524 1,568,822 �  

FDIC indemnification asset 86,923 223,402 161,395 �  
Other real estate owned 94,808 120,636 54,078
Premises and equipment, net 121,436 87,315 37,320
Goodwill and other intangible assets 87,205 92,553 79,715 �  
Other assets 100,023 38,842 24,066 565

Total assets 5,410,775 6,352,026 5,105,521 1,099,853

Deposits 4,200,719 5,063,053 3,473,339 �  
Other liabilities 119,497 200,244 638,423 2,357

Total liabilities 4,320,216 5,263,297 4,111,762 2,357

Total stockholders� equity 1,090,559 1,088,729 993,759 1,097,496

Total liabilities and stockholders� equity $ 5,410,775 $ 6,352,026 $ 5,105,521 $ 1,099,853
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For the year ended
December 31, 2012

For the year
ended

December 31, 2011

For the year
ended

December 31, 2010

For the Period
June 16, 2009 through
December 31, 2009(1)

Consolidated Statement of Operations
Data:
Interest income $ 233,485 $ 197,159 $ 21,422 $ 481
Interest expense 29,234 41,696 5,512 �  

Net interest income 204,251 155,463 15,910 481
Provision for loan losses 27,995 20,002 88 �  

Net interest income after provision for
loan losses 176,256 135,461 15,822 481

Bargain purchase gain �  60,520 37,778
Non-interest income 37,379 28,966 4,385 �  
Non-interest expense 209,598 155,538 48,981 1,847

Income (loss) before income taxes 4,037 69,409 9,004 (1,366) 

Provision (benefit) for income before
taxes 4,580 27,446 2,953 168

Net income (loss) $ (543) $ 41,963 $ 6,051 $ (1,534) 

Share Information (3):
Earnings (loss) per share, basic $ (0.01) $ 0.81 $ 0.11 $ (0.07) 
Earnings (loss) per share, diluted $ (0.01) $ 0.81 $ 0.11 $ (0.07) 
Book value per share $ 20.84 $ 20.87 $ 19.13 $ 18.82
Tangible book value per share (4) $ 19.17 $ 19.10 $ 17.60 $ 18.82
Weighted average common shares
outstanding, basic (5) 52,214,175 51,978,744 53,000,454 21,251,006
Weighted average common shares
outstanding, diluted (5) 52,214,175 52,104,021 53,000,454 21,251,006
Common shares outstanding (5) 52,327,672 52,157,697 51,936,280 58,318,304
Other Financial Data:
Adjusted pre-tax, pre-provision net
revenue (6) $ 53,280 $ 47,035 $ 1,991 $ (1,366) 
Adjusted non-interest expense (6) $ 187,676 $ 138,039 $ 18,293 $ 1,847

(1) The Company was incorporated on June 16, 2009, but neither the Company nor NBH Bank had any substantive operations prior to the first
acquisition on October 22, 2010. The period from June 16, 2009 to December 31, 2009 contained 200 days.

(2) Total loans are net of unearned discounts and deferred fees and costs.
(3) Per share information is calculated based on the aggregate number of our shares of Class A common stock, including 250,000 Founders�

Shares, and Class B non-voting common stock outstanding.
(4) Tangible book value per share and tangible common equity to tangible assets are non-GAAP financial measures. Tangible book value per

share is computed as total stockholders� equity less goodwill and other
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intangible assets, net, divided by common shares outstanding at the balance sheet date. For purposes of computing tangible common equity
to tangible assets, tangible common equity is calculated as common stockholders� equity less goodwill and other intangible assets, net, and
tangible assets is calculated as total assets less goodwill and other intangible assets, net. We believe that the most directly comparable
GAAP financial measures are book value per share and total stockholders� equity to total assets. See the reconciliation under �About
Non-GAAP Financial Measures.�

(5) On March 11, 2010, we repurchased 6,382,024 shares of our Class A common stock.
(6) Ratio is annualized for the period from June 16, 2009 to December 31, 2009. See note 1 above.

Key Ratios (1)

For the year
ended

December 31, 2012

For the year
ended

December 31, 2011

For the year
ended

December 31, 2010

For the year
ended

December 31, 2009
Return on average assets -0.01% 0.81% 0.44% -0.33% 
Return on average tangible assets 0.05% 0.88% 0.44% -0.33% 
Adjusted return on average assets (2) (3) 0.27% 0.33% 0.09% -0.33% 
Adjusted return on average tangible
assets (2) (3) 0.33% 0.39% 0.09% -0.33% 
Return on average equity -0.05% 4.01% 0.62% -0.33% 
Return on average tangible equity 0.27% 4.63% 0.62% -0.33% 
Adjusted return on average equity (2) (3) 1.44% 1.62% 0.13% -0.33% 
Adjusted return on average tangible
equity (2) (3) 1.89% 2.03% 0.13% -0.33% 
Return on risk weighted assets -0.03% 2.21% 0.46% NM
Pre-tax, pre-provision net revenue to risk
weighted assets (2) 1.73% 4.70% 0.69% NM
Adjusted pre-tax, pre-provision net
revenue to risk weighted assets (2) (3) 2.87% 2.51% 0.15% NM
Interest earning assets to interest bearing
liabilities (end of period) (4) 134.68% 127.91% 129.91% N/A
Loans to deposits ratio (end of period) 43.76% 44.91% 45.17% N/A
Non-interest bearing deposits to total
deposits (end of period) 16.14% 13.41% 9.39% N/A
Yield on earning assets (4) 4.55% 4.31% 1.63% 0.23% 
Cost of interest bearing liabilities (4) 0.74% 1.15% 1.65% N/A
Interest rate spread (5) 3.81% 3.17% -0.02% NM
Net interest margin (6) 3.98% 3.40% 1.21% N/A
Non-interest expense to average assets 3.62% 3.01% 3.56% NM
Adjusted non-interest expense to average
assets (2) (3) 3.24% 2.66% 1.33% NM
Efficiency ratio (7) 84.53% 61.72% 84.34% NM
Adjusted efficiency ratio (2) (3) 75.67% 71.91% 90.18% NM

Asset Quality Data (8) (9) (10)
Non-performing loans to total loans 2.22% 2.23% 0.95% N/A
Covered non-performing loans to total
non-performing loans 27.14% 29.19% 97.12% N/A
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Key Ratios (1)

For the year
ended

December 31, 2012

For the year
ended

December 31, 2011

For the year
ended

December 31, 2010

For the year
ended

December 31, 2009
Non-performing assets to total
assets (11) 2.53% 2.72% 1.35% N/A
Covered non-performing assets to total
non-performing assets 41.70% 53.55% 99.38% N/A
Allowance for loan losses to total loans 0.84% 0.51% 0.00% N/A
Allowance for loan losses to total
non-covered loans 1.25% 0.87% 0.01% N/A
Allowance for loan losses to
non-performing loans 37.64% 22.71% 0.32% N/A
Net charge-offs to average loans 1.19% 0.51% 0.01% N/A

Consolidated Capital Ratios
Total stockholders� equity to total assets 20.16% 17.14% 19.46% 99.79% 
Tangible common equity to tangible
assets (2) (12) 18.85% 15.91% 18.19% 99.79% 
Tier 1 leverage 18.21% 15.10% 17.88% N/A
Tier 1 risk-based capital 51.86% 49.92% 69.57% N/A
Total risk-based capital 52.71% 50.53% 69.57% N/A

(1) Ratio is annualized
(2) Ratio represents non-GAAP financial measure.
(3) �Adjusted� calculations exclude bargain purchase gains, initial public offering related expenses, stock-based compensation expense (related

to the initial public offering and those not related to the initial public offering), acquisition costs, and loss (gain) on sale of investment
securities. Tax adjustments are calculated at a rate equal to the effective tax rate for each period, with the exception of the year ended
December 31, 2012. This period was calculated at a tax rate of 39.5%, which is adjusted for the effects of the non-deductibility of the
expenses related to our initial public offering.

(4) Interest earning assets include assets that earn interest/accretion or dividends, except for the FDIC indemnification asset that earns
accretion but is not part of interest earning assets. Any market value adjustments on investment securities are excluded from interest
earnings assets. Interest bearing liabilities include liabilities that must be paid interest.

(5) Interest rate spread represents the difference between the weighted average yield on interest earning assets and the weighted average costs
of interest bearing liabilities.

(6) Net interest margin represents net interest income, including accretion income, as a percentage of average interest earning assets.
(7) The efficiency ratio represents non-interest expense, less intangible asset amortization, as a percentage of net interest income plus

non-interest income.
(8) Non-performing loans consist of non-accruing loans, loans 90 days or more past due and still accruing interest and restructured loans, but

exclude any loans accounted for under ASC 310-30 in which the pool is still performing. These ratios may therefore not be comparable to
similar ratios of our peers.

(9) Non-performing assets include non-performing loans, other real estate owned and other repossessed assets.
(10) Total loans are net of unearned discounts and fees.
(11) Non-performing assets include participated OREO interests of outside participating banks for which the Company has control and

excludes the Company�s minority interests in OREO properties for which the Company does not have a controlling interest. See note 11 to
the consolidated financial statements for further details.

(12) Tangible common equity to tangible assets is a non-GAAP financial measure. For purposes of computing tangible common equity to
tangible assets, tangible common equity is calculated as common stockholders� equity less goodwill and other intangible assets, net, and
tangible assets is calculated as total assets less
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goodwill and other intangible assets, net. We believe that the most directly comparable GAAP financial measure is total stockholders�
equity to total assets. See the reconciliation under �About Non-GAAP Financial Measures.�

About Non-GAAP Financial Measures

Certain of the financial measures and ratios we present in this annual report, including �tangible assets,� �return on tangible assets,� �return on
tangible equity,� �tangible book value,� �tangible book value per share,� �pre-tax, pre-provision net revenue to risk weighted assets,� �adjusted net
revenue,� �adjusted non-interest expense,� and �tangible common equity� are supplemental measures that are not required by, or are not presented in
accordance with, accounting principles generally accepted in the United States, or �non-GAAP financial measures.� We consider the use of select
non-GAAP financial measures and ratios to be useful for financial and operational decision making and useful in evaluating period-to-period
comparisons. We believe that these non-GAAP financial measures provide meaningful supplemental information regarding our performance by
excluding certain expenditures or assets that we believe are not indicative of our primary business operating results. We believe that
management and investors benefit from referring to these non-GAAP financial measures in assessing our performance and when planning,
forecasting, analyzing and comparing past, present and future periods.

We believe that these measures provide useful information to management and investors that is supplementary to our financial condition, results
of operations and cash flows computed in accordance with GAAP; however we acknowledge that our non-GAAP financial measures have a
number of limitations relative to GAAP financial measures. First, certain non-GAAP financial measures exclude provisions for loan losses and
income taxes, and both of these expenses significantly impact our financial statements. Additionally, the items that we exclude in our
adjustments are not necessarily consistent with the items that our peers may exclude from their results of operations and key financial measures
and therefore may limit the comparability of similarly named financial measures and ratios. We compensate for these limitations by providing
the equivalent GAAP measures whenever we present the non-GAAP financial measures and by including the following reconciliation of the
impact of the components adjusted for in the non-GAAP financial measure so that both measures and the individual components may be
considered when analyzing our performance.
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Below is a reconciliation of our non-GAAP financial measures to the comparable GAAP financial measures:

For the
Year Ended

December 31, 2012

For the
Year Ended

December 31, 2011

For the
Year Ended

December 31, 2010

For the
Year Ended

December 31, 2009
Net income (loss) $ (543) $ 41,963 $ 6,051 $ (1,534) 
Less: bargain burchase gain after tax �   (36,589) (25,388) �   
Add: impact of initial public offering
related expenses 7,974 600 �   �   
Add: impact of stock-based compensation
after tax 4,927 7,596 11,164 �   
Add: impact of initial public offering
related stock-based compensation, after tax 3,267 �   �   �   
Add: impact of acquisition costs after tax 526 2,984 9,460 �   
Less (add): loss (gain) on sale of securities
after tax (408) 400 (7) �   

Adjusted net revenue after tax $ 15,743 $ 16,954 $ 1,280 $ (1,534) 

Net income (loss) $ (543) $ 41,963 $ 6,051 $ (1,534) 
Add: impact of income taxes 4,580 27,446 2,953 168
Add: impact of provision 27,995 20,002 88 �   

Pre-tax, pre-provision net income 32,032 89,411 9,092 (1,366) 
Less: bargain burchase gain �   (60,520) (37,778) �   
Add: impact of initial public offering
related expenses 7,974 600 �   �   
Add: impact of stock-based compensation 8,144 12,564 16,612 �   
Add: impact of initial public offering
related stock-based compensation 4,934 �   �   �   
Add: impact of acquisition costs 870 4,935 14,076 �   
Less (add): loss (gain) on sale of securities (674) 645 (11) �   

Adjusted pre-tax, pre-provision net revenue $ 53,280 $ 47,635 $ 1,991 $ (1,366) 

Non-interest expense $ 209,598 $ 155,538 $ 48,981 $ 1,847
Less: impact of initial public offering
related expenses (7,974) (600) �   �   
Less: impact of non initial public offering
related stock-based compensation (8,144) (12,564) (16,612) �   
Less: impact of initial public offering
related stock-based compensation (4,934) �   �   �   
Less: impact of acquisition costs (870) (4,935) (14,076) �   

Adjusted non-interest expense $ 187,676 $ 137,439 $ 18,293 $ 1,847

Return on average assets -0.01% 0.81% 0.44% -0.33% 
Less: bargain purchase gain, after tax 0.00% -0.71% -1.84% 0.00% 
Add: impact of initial public offering
related expenses 0.14% 0.01% 0.00% 0.00% 
Add: impact of non initial public offering
related stock-based compensation, after tax 0.09% 0.15% 0.81% 0.00% 
Add: impact of initial public offering
related stock-based compensation, after tax 0.06% 0.00% 0.00% 0.00% 

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

Table of Contents 62



Add: impact of acquisition costs, after tax 0.01% 0.06% 0.69% 0.00% 

50

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

Table of Contents 63



Table of Contents

For the
Year Ended

December 31, 2012

For the
Year Ended

December 31, 2011

For the
Year Ended

December 31, 2010

For the
Year Ended

December 31, 2009
Less: gain (loss) on sale of investment
securities, after tax -0.01% 0.01% 0.00% 0.00% 

Adjusted return on average assets 0.27% 0.33% 0.09% -0.33% 
Return on average assets -0.01% 0.81% 0.44% -0.33% 
Add: impact of goodwill 0.00% 0.01% 0.00% 0.00% 
Add: impact of other intangibles 0.00% 0.00% 0.00% 0.00% 
Add: impact of core deposit intangible
expense 0.06% 0.05% 0.00% 0.00% 

Return on average tangible assets 0.05% 0.88% 0.44% -0.33% 
Less: bargain purchase gain, after tax 0.00% -0.72% -1.85% 0.00% 
Add: impact of initial public offering related
expenses 0.14% 0.01% 0.00% 0.00% 
Add: impact of non initial public offering
related stock-based compensation, after tax 0.09% 0.15% 0.82% 0.00% 
Add: impact of initial public offering related
stock-based compensation, after tax 0.06% 0.00% 0.00% 0.00% 
Add: impact of acquisition costs, after tax 0.01% 0.06% 0.69% 0.00% 
Less: gain (loss) on sale of investment
securities, after tax -0.01% 0.01% 0.00% 0.00% 

Adjusted return on average tangible assets 0.33% 0.39% 0.09% -0.33% 
Return on average equity -0.05% 4.01% 0.62% -0.33% 
Less: bargain purchase gain, after tax 0.00% -3.50% -2.60% 0.00% 
Add: impact of initial public offering related
expenses 0.73% 0.06% 0.00% 0.00% 
Add: impact of non initial public offering
related stock-based compensation, after tax 0.45% 0.73% 1.14% 0.00% 
Add: impact of initial public offering related
stock-based compensation, after tax 0.30% 0.00% 0.00% 0.00% 
Add: impact of acquisition costs, after tax 0.05% 0.29% 0.97% 0.00% 
Less: gain (loss) on sale of investment
securities, after tax -0.04% 0.04% 0.00% 0.00% 

Adjusted return on average equity 1.44% 1.62% 0.13% -0.33% 
Return on average equity -0.05% 4.01% 0.62% -0.33% 
Add: impact of goodwill 0.00% 0.23% 0.00% 0.00% 
Add: impact of other intangibles 0.00% 0.11% 0.00% 0.00% 
Add: impact of core deposit intangible
expense 0.32% 0.27% 0.00% 0.00% 

Return on average tangible equity 0.27% 4.63% 0.62% -0.33% 
Less: bargain purchase gain, after tax 0.00% -3.80% -2.62% 0.00% 
Add: impact of initial public offering related
expenses 0.79% 0.06% 0.00% 0.00% 
Add: impact of non initial public offering
related stock-based compensation, after tax 0.49% 0.79% 1.15% 0.00% 
Add: impact of initial public offering related
stock-based compensation, after tax 0.33% 0.00% 0.00% 0.00% 
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For the
Year Ended

December 31, 2012

For the
Year Ended

December 31, 2011

For the
Year Ended

December 31, 2010

For the
Year Ended

December 31, 2009
Add: impact of acquisition costs, after tax 0.05% 0.31% 0.98% 0.00% 
Less: gain (loss) on sale of investment
securities, after tax -0.04% 0.04% 0.00% 0.00% 

Adjusted return on average tangible equity 1.89% 2.03% 0.13% -0.33% 
Return on risk weighted assets -0.03% 2.21% 0.46% NM
Add: impact of income taxes 0.25% 1.44% 0.22% NM
Add: impact of provision 1.51% 1.05% 0.01% NM

Pre-tax, pre-provision net revenue to risk
weighted assets 1.73% 4.70% 0.69% NM
Less: bargain purchase gain 0.00% -3.18% -2.85% NM
Add: impact of initial public offering related
expenses 0.43% 0.03% 0.00% NM
Add: impact of non initial public offering
related stock-based compensation 0.44% 0.66% 1.25% NM
Add: impact of initial public offering related
stock-based compensation 0.27% 0.00% 0.00% NM
Add: impact of acquisition costs 0.05% 0.26% 1.06% NM
Less: gain (loss) on sale of investment
securities -0.04% 0.03% 0.00% NM

Adjusted pre-tax, pre-provision net revenue
to risk weighted assets 2.87% 2.51% 0.15% NM
Non-interest expense to average assets 3.62% 3.01% 3.56% NM
Less: impact of initial public offering
related expenses -0.14% -0.01% 0.00% NM
Less: impact of non initial public offering
related stock-based compensation -0.14% -0.24% -1.21% NM
Less: impact of initial public offering
related stock-based compensation -0.09% 0.00% 0.00% NM
Less: impact of acquisition costs -0.02% -0.10% -1.02% NM

Adjusted non-interest expense to average
assets 3.24% 2.66% 1.33% NM
Efficiency ratio 84.53% 61.72% 84.34% NM
Add: bargain purchase gain 0.00% 20.18% 157.08% NM
Add: gain (loss) on sale of investment
securities 0.24% -0.22% 0.05% NM
Less: impact of initial public offering
related expenses -3.31% -0.32% 0.00% NM
Less: impact of non initial public offering
related stock-based compensation -3.38% -6.79% -81.90% NM
Less: impact of initial public offering
related stock-based compensation -2.05% 0.00% 0.00% NM
Add: impact of acquisition costs -0.36% -2.67% -69.39% NM

Adjusted efficiency ratio 75.67% 71.91% 90.18% NM
Book value per share $ 20.84 $ 20.87 $ 19.13 $ 18.82
Less: impact of goodwill (1.14) (1.14) (1.00) 0.00
Less: impact of intangible assets, net (0.53) (0.63) (0.53) 0.00

Tangible book value per share $ 19.17 $ 19.10 $ 17.60 $ 18.82
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Item 7. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
The following management discussion and analysis of our financial condition and results of operations should be read in conjunction with our
audited consolidated financial statements and related notes as of and for the years ended December 31, 2012, 2011 and 2010, and with the other
financial and statistical data presented in this annual report. This discussion and analysis contains forward-looking statements that involve
risks, uncertainties and assumptions that may cause actual results to differ materially from management�s expectations. Factors that could
cause such differences are discussed in the sections entitled �Cautionary Note Regarding Forward-Looking Statements� and �Risk Factors�
and should be read herewith.

Readers are cautioned that meaningful comparability of current period financial information to prior periods is limited. Prior to the completion
of the Hillcrest Bank acquisition on October 22, 2010, we had no banking operations and our activities were limited to corporate organization
matters and due diligence. Following our Hillcrest Bank acquisition, we completed three additional acquisitions: Bank Midwest on
December 10, 2010, Bank of Choice on July 22, 2011 and Community Banks of Colorado on October 21, 2011. As a result, our operating results
are limited to the periods since these acquisitions, and the comparability of periods is compromised due to the timing of these acquisitions.
Additionally, the comparability of data related to our acquisitions prior to the respective dates of acquisition is limited because, in accordance
with Accounting Standards Codification (�ASC�) Topic 805, Business Combinations, the assets acquired and liabilities assumed were recorded
at fair value at their respective dates of acquisition and do not have a significant resemblance to the assets and liabilities of the predecessor
banking franchises. The comparability of pre-acquisition data is compromised not only by the fair value accounting applied, but also by the
FDIC loss sharing agreements in place that cover a portion of losses incurred on certain assets acquired in the Hillcrest Bank and the
Community Banks of Colorado acquisitions. In the Bank Midwest acquisition, only specific, performing loans were chosen for acquisition.
Additionally, we acquired the assets of Bank of Choice at a substantial discount from the FDIC.

We received a considerable amount of cash during the settlement of these acquisitions, we paid off certain borrowings, and we contributed
significant capital to each banking franchise we acquired. All of these actions materially changed the balance sheet composition, liquidity, and
capital structure of the acquired banking franchises.

In May 2012, we changed the name of Bank Midwest, N.A. to NBH Bank, N.A. (�NBH Bank� or the �Bank�) and all references to NBH Bank,
N.A. should be considered synonymous with references to BankMidwest, N.A. prior to the name change.

Overview

National Bank Holdings Corporation is a bank holding company that was incorporated in the State of Delaware in June 2009. In October 2009,
we raised net proceeds of approximately $974 million through a private offering of our common stock. We completed the initial public offering
of our common stock in September 2012. We are executing a strategy to create long-term stockholder value through the acquisition and
operation of community banking franchises and other complementary businesses in our targeted markets. We believe these markets exhibit
attractive demographic attributes, are home to a substantial number of financial institutions, including troubled financial institutions, and present
favorable competitive dynamics, thereby offering long-term opportunities for growth. Our emphasis is on creating meaningful market share with
strong revenues complemented by operational efficiencies that we believe will produce attractive risk-adjusted returns.

We believe we have a disciplined approach to acquisitions, both in terms of the selection of targets and the structuring of transactions, which has
been exhibited by our four acquisitions to date. As of December 31, 2012, we had $5.4 billion in assets, $4.2 billion in deposits and $1.1 billion
in equity. We currently operate a network
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of 101 full-service banking centers, with the majority of those banking centers located in the greater Kansas City region and Colorado. We
believe that our established presence positions us well for growth opportunities in our current and complementary markets.

Our strategic plan is to be a leading regional bank holding company through selective acquisitions of financial institutions, including troubled
financial institutions that have stable core franchises and significant local market share, as well as other complementary businesses, while
structuring transactions to limit risk. We plan to achieve this through the growth of our existing banking franchise and through the acquisition of
banking franchises from the FDIC and through conservatively structured unassisted transactions. We seek acquisitions that offer opportunities
for clear financial benefits through add-on transactions, long-term organic growth opportunities and expense reductions. Additionally, our
acquisition strategy is to identify markets that are relatively unconsolidated, establish a meaningful presence within those markets, and take
advantage of operational efficiencies and enhanced market position. Our focus is on building strong banking relationships with small to
mid-sized businesses and consumers, while maintaining a low risk profile designed to generate reliable income streams and attractive
risk-adjusted returns. Through our acquisitions, we have established a solid core banking franchise with operations in the greater Kansas City
region and in Colorado, with a sizable presence for deposit gathering and client relationship building necessary for growth.

Operating Highlights and Key Challenges

Prior to completion of the Hillcrest Bank acquisition on October 22, 2010, we had no banking operations and our activities were limited to
corporate organization matters and acquisition due diligence. Our first full year with banking operations was 2011 and includes the results of
operations of Hillcrest Bank and NBH Bank for the entire year, Bank of Choice from July 22, 2011 and Community Banks of Colorado from
October 21, 2011. 2012 marked our first full year with the operations of all four of our acquisitions. These operations resulted in the following
highlights as of and for the year ended 2012:

Attractive risk profile.

� As of December 31, 2012, 70.7%, or $1.3 billion, of our total loans (by dollar amount) were acquired loans and all of
those loans were recorded at their estimated fair value at the time of acquisition.

� As of December 31, 2012, 33.1%, or $608.2 million, of our total loans (by dollar amount) were covered by loss sharing agreements
with the FDIC.

� As of December 31, 2012, 48.0%, or $45.5 million, of our total other real estate owned (by dollar amount) was covered by loss
sharing agreements with the FDIC.

Strong capital position.

� As of December 31, 2012, our consolidated tier 1 leverage ratio was 18.2% and our consolidated tier 1 risk-based capital ratio was
51.9%.

� As of December 31, 2012 we had approximately $400 million of capital available to deploy while maintaining a 10% tier 1 leverage
ratio, and we had approximately $475 million of available capital to deploy at an 8% tier 1 leverage ratio.

� Tangible book value per share increased from $19.10 at December 31, 2011 to $19.17 at December 31, 2012.

� The after-tax accretable yield on ASC 310-30 loans plus the after-tax yield on the FDIC Indemnification asset, net, in excess of
4.5%, an approximate yield on new loan originations, and discounted at 5%, adds $0.50 per share to our tangible book value per
share as of December 31, 2012.
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Foundation for loan growth.

� As of December 31, 2012, we have over $1.1 billion of loans outstanding that are associated with a �strategic� client relationship.

� Loans associated with our strategic client relationships had strong credit quality with only 0.6% in non-performing loans as of
December 31, 2012.

� For the year ended 2012, organic loan originations totaled $434 million, representing a threefold increase from $139 million for year
ended 2011.

� A $436 million decrease in total loans was led by a $478 million decrease in our non-strategic loans during 2012 as we successfully
worked out troubled loans acquired in our FDIC-assisted transactions.

Client deposit funded balance sheet.

� As of December 31, 2012, total deposits made up 97.2% of our total liabilities.

� Transaction accounts increased to 58.3% as of December 31, 2012 from 45.0% of total deposits at December 31, 2011.

� As of December 31, 2012, we did not have any brokered deposits.
Attractive risk-adjusted returns and revenue streams.

� For the year ended December 31, 2012, our adjusted pre-tax pre-provision net revenue was 2.87% of total risk weighted assets (for
reconciliation, see �Selected Financial Data�About Non-GAAP Financial Measures�).

� Our average annual yield on our loan portfolio was 8.37% during 2012.

� Cost of deposits declined 40 basis points during the year ended 2012 due to the continued emphasis on our commercial and
consumer relationship banking strategy and lower cost transaction accounts.

Investments in infrastructure.

� We have successfully integrated all of our acquired banks onto a common operating platform across our franchise.

� We have invested in our risk management and regulatory framework, enabling us to support operations well above our current needs.

� We have implemented the financial control structure needed to support a public company.
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During 2011 and early 2012, we completed the deployment of much of the cash received in our acquisitions into our investment securities
portfolio. We also actively worked to resolve the troubled loans and OREO that we acquired through our acquisition of three failed banks.
Accordingly, we expect that continued steady resolution of troubled assets, coupled with loan payoffs, will offset a large portion of our loan
originations in the near-term. As a result, we expect that our investment securities portfolio will continue to be one of the largest components of
our balance sheet.

We have worked to actively grow our banking franchise and implement consistent lending policies and a technology and operating infrastructure
designed to support our acquisition strategy, provide for future growth and achieve operational efficiencies. This included the implementation of
a scalable data processing and operating platform and hiring key personnel to execute our relationship banking strategy. In May and July 2012,
we completed the integration of Community Banks of Colorado and Bank of Choice, respectively, onto our operating platform and we now have
all of our operations on a common operating platform. We expect that the integration of these operations will provide additional efficiencies and
enable us to support growth.
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Key Challenges.

There are a number of significant challenges confronting us and our industry. Economic conditions remain guarded and increasing bank
regulation is adding costs and uncertainty to all U.S. banks. We face a variety of challenges in implementing our business strategy, including
being a new entity, hiring talented people, the challenges of acquiring distressed franchises and rebuilding them, deploying our remaining capital
on quality targets, low interest rates and low demand from borrowers.

Continued uncertainty about the economic outlook has strained the advancement of an economic recovery, both nationally and in our core
markets. Residential real estate values have recovered somewhat from their lows, and we consider this with guarded optimism. Commercial real
estate values, however, remain under pressure and it is difficult to determine when that trend will change, or if it already has. Any deterioration
in credit quality or elevated levels of non-performing assets, would ultimately have a negative impact on the quality of our loan portfolio. While
the economic data has been mixed, any advancement in the broad economy has not yet directly translated into a substantial increase in loan
demand, as many clients are relying on their cash balances for near-term investments, rather than borrowings.

While much of the decline of our total loan balances during 2012 was the result of actively resolving our problem and non-strategic loans
acquired in our FDIC-assisted transactions, the weak loan demand also contributed to the decline as organic loan growth did not outpace the
repayments and resolutions of existing loans. Additionally, the historically low interest rate environment limits the yields we are able to obtain
on interest earning assets, including both new assets acquired as we grow and assets that replace existing, higher yielding assets as they are paid
down or mature. For example, our acquired loans generally have produced higher yields than our originated loans due to the recognition of
accretion of fair value adjustments and accretable yield. As a result, we expect the yields on our loans to decline as our acquired loan portfolio
pays down or matures and we expect downward pressure on our interest income to the extent that the runoff on our acquired loan portfolio is not
replaced with comparable high-yielding loans.

Increased regulation, such as the rules and regulations promulgated under the Dodd-Frank Act or potential higher required capital ratios, could
reduce our competitiveness as compared to other banks or lead to industry-wide decreases in profitability. While certain external factors are out
of our control and may provide obstacles during the implementation of our business strategy, we believe we are prepared to deal with these
challenges. We remain flexible, yet methodical, in our strategic decision making so that we can quickly respond to market changes and the
inherent challenges and opportunities that accompany such changes.

Performance Overview

As a financial institution, we routinely evaluate and review our consolidated statements of financial condition and results of operations. We
evaluate the levels, trends and mix of the statements of financial condition and statements of operations line items and compare those levels to
our budgeted expectations, our peers, industry averages and trends. Due to our short operating history, comparisons to our prior historical
performance are limited, but are used to the extent practical.

Within our statements of financial condition, we specifically evaluate and manage the following:

Loan balances�We monitor our loan portfolio to evaluate loan originations, payoffs, and profitability. We forecast loan originations and payoffs
within the overall loan portfolio, and we work to resolve problem loans and OREO in an expeditious manner. We track the runoff of our covered
assets as well as the loan relationships that we have identified as �non-strategic� and put particular emphasis on the buildup of �strategic�
relationships.

Asset quality�We monitor the asset quality of our loans and OREO through a variety of metrics, and we work to resolve problem assets in an
efficient manner. Specifically, we monitor the resolution of problem loans
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through payoffs, pay downs and foreclosure activity. We marked all of our acquired assets to fair value at the date of their respective
acquisitions, taking into account our estimation of credit quality. Additionally, the majority of the loans and all of the OREO acquired in the
Hillcrest Bank acquisition are covered by loss sharing agreements with the FDIC, and, as of the date of acquisition, approximately 61.8% of
loans and 83.5% of OREO acquired in the Community Banks of Colorado acquisition were covered by a loss sharing agreement. As of
December 31, 2012, 33.1% of our total loans and 48.0% of our OREO was covered by loss sharing agreements with the FDIC.

Many of the loans that we acquired in the Hillcrest Bank, Bank of Choice and Community Banks of Colorado acquisitions had deteriorated
credit quality at the respective dates of acquisition. These loans have historically been and currently are accounted for under ASC Topic 310-30,
Loans and Debt Securities Acquired with Deteriorated Credit Quality. As of December 31, 2012 and 2011, 44.7% and 57.5% of our loans were
accounted for under this guidance, which is described more fully below under ��Application of Critical Accounting Policies� and in note 2 in our
consolidated financial statements.

Our evaluation of traditional credit quality metrics and the allowance for loan losses (�ALL�) levels, especially when compared to industry
averages or to other financial institutions, takes into account that any credit quality deterioration that existed at the date of acquisition was
considered in the original valuation of those assets on our balance sheet. Additionally, many of these assets are covered by the loss sharing
agreements. All of these factors limit the comparability of our credit quality and ALL levels to peers or other financial institutions.

Deposit balances�We monitor our deposit levels by type, market and rate. Our loans are funded primarily through our deposit base, and we seek
to optimize our deposit mix in order to provide reliable, low-cost funding sources.

Liquidity�We monitor liquidity based on policy limits and through projections of sources and uses of cash. In order to test the adequacy of our
liquidity, we routinely perform various liquidity stress test scenarios that incorporate wholesale funding maturities, if any, certain deposit run-off
rates and committed line of credit draws. We manage our liquidity primarily through our balance sheet mix, including our cash and our
investment security portfolio, and the interest rates that we offer on our loan and deposit products, coupled with contingency funding plans as
necessary.

Capital�We monitor our capital levels, including evaluating the effects of potential acquisitions, to ensure continued compliance with regulatory
requirements and with the OCC Operating Agreement and FDIC Order that we entered into with our regulators in connection with our Bank
Midwest acquisition, which is described under �Supervision and Regulation�. We review our tier 1 leverage capital ratios, our tier 1 risk-based
capital ratios and our total risk-based capital ratios on a quarterly basis.

Within our consolidated results of oper
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