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Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following provisions:

· Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

· Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

· Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

· Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

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

	Title of each class
	Trading Symbol(s)
	Name of each exchange on which registered

	Common Stock, par value $1.00 per share
	SPFI
	The Nasdaq Stock Market LLC



Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company ☒

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act. ☐
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Item 1.01	Entry into a Material Definitive Agreement.

On July 25, 2019, South Plains Financial, Inc. (“South Plains” or the “Company”) entered into an Agreement and Plan of Merger (the “Merger Agreement”) with West Texas State Bank, a Texas banking association (“WTSB”), providing for the Company’s acquisition of WTSB through the merger of SPFI Merger Sub, Inc., a Texas corporation and wholly-owned subsidiary of the Company (“Merger Sub”), with and into WTSB, with WTSB continuing as the surviving entity and thereafter being a wholly-owned subsidiary of the Company (the “Merger”). Following the consummation of the Merger, WTSB will merge with and into City Bank, a Texas banking association and the wholly-owned subsidiary of the Company (“City Bank”), with City Bank surviving the merger (the “Bank Merger”). The Merger and the Bank Merger are collectively referred to in this Current Report on Form 8-K (this “Form 8-K”) as the “Merger.” A copy of the Merger Agreement is included as Exhibit 2.1 to this Form 8-K.

Pursuant to the terms and subject to the conditions of the Merger Agreement, which has been unanimously approved by the Board of Directors of each of South Plains, Merger Sub, City Bank and WTSB, the transaction provides for the payment to each outstanding share of WTSB’s common stock (except for shares held by Dissenting Shareholders (as defined in the Merger Agreement)) an amount of cash equal to the quotient of (i) $76,100,000 (subject to adjustment described in the Merger Agreement) (the “Merger Consideration”), divided by (ii) the total number of shares of WTSB common stock issued and outstanding at the time of the closing of the Merger.

If WTSB’s shareholders’ equity (including unrealized gains or losses on all securities owned by WTSB), less goodwill, core deposit intangibles and other intangible assets (as such components are determined in accordance with generally accepted accounting principles in the United States), minus certain transaction costs to the extent not already paid or accrued by WTSB (“Adjusted Tangible Equity”), is less than $50 million as of the close of business on the last calendar day preceding the date the Merger is completed (“Minimum Equity Capital”), then the Merger Consideration will be reduced, on a dollar for dollar basis, by an amount equal to the difference between the Adjusted Tangible Equity and the Minimum Equity Capital.

The Merger Agreement contains customary representations, warranties and covenants made by each of South Plains, Merger Sub, City Bank and WTSB. Completion of the Merger is subject to certain conditions, including, among others, the (i) approval by WTSB’s shareholders of the Merger Agreement, (ii) receipt of all governmental and regulatory consents and approvals required to consummate the Merger, (iii) absence of any injunction, order or legal restraint prohibiting the consummation of the Merger, (iv) absence of any Material Adverse Change (as defined in the Merger Agreement) to WTSB, and (v) delivery of certain closing documents and certificates between the parties. The obligation of each party to consummate the Merger is also conditioned upon the other party’s representations and warranties being true and correct to the extent provided in the Merger Agreement and the other party having performed in all material respects its obligations under the Merger Agreement.

The Merger Agreement contains certain termination rights for both South Plains and WTSB, including, among others, if the Merger is not consummated on or before January 31, 2020 (subject to extension as described in the Merger Agreement) or if the requisite approval of WTSB’s shareholders is not obtained. WTSB may be required to pay a termination fee of $3,064,000 in the event of a termination of the Merger Agreement under certain circumstances.

The Merger is expected to close during the fourth quarter of 2019, subject to the satisfaction of customary closing conditions, including those listed above.
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Aside from the transactions contemplated by the Merger Agreement, there is no material relationship between South Plains, Merger Sub and City Bank, on the one hand, and WTSB, on the other hand.

The foregoing summary of the Merger Agreement and the transactions contemplated thereby does not purport to be complete and is subject to, and qualified in its entirety by, the full text of the Merger Agreement, which is filed as Exhibit 2.1 to this Form 8-K and is incorporated herein by reference.

In connection with entering into the Merger Agreement, the Company entered into a voting agreement (the “WTSB Voting Agreement”) with each of the directors of WTSB, pursuant to which such persons have agreed, subject to the terms set forth therein, to vote their shares of WTSB common stock in favor of the Merger Agreement and the transactions contemplated thereby, including the Merger, and to not sell or otherwise dispose of any of their shares of WTSB common stock until after the meeting of WTSB’s shareholders to vote on the Merger Agreement.

The foregoing description of the WTSB Voting Agreement does not purport to be complete and is subject to, and qualified in its entirety by, the form of the WTSB Voting Agreement, which is filed as Exhibit 10.1 to this Form 8-K and is incorporated herein by reference.

In addition, in connection with entering into the Merger Agreement, each non-employee director of WTSB entered into a director support agreement (the “WTSB Director Support Agreements”), pursuant to which each director agrees to refrain from harming the goodwill of the Company, City Bank, WTSB or any of their respective subsidiaries and their respective customer, client and vendor relationships for a period of two (2) years following the completion of the Merger, as well as certain additional restrictive covenants.

The foregoing description of the WTSB Director Support Agreements does not purport to be complete and is subject to, and qualified in its entirety by, the form of WTSB Director Support Agreement, which is filed as Exhibit 10.2 to this Form 8-K and is incorporated herein by reference.

The Merger Agreement and the above description of the Merger Agreement and related transactions have been included to provide investors and security holders with information regarding the terms of the Merger Agreement. They are not intended to provide any other factual information about South Plains, City Bank, WTSB or their respective subsidiaries, affiliates or businesses. The representations, warranties and covenants contained in the Merger Agreement were made only for purposes of that agreement and as of specific dates, were solely for the benefit of the parties to the Merger Agreement and may be subject to limitations agreed upon by the parties, including being qualified by confidential disclosures made by each party to the other for the purposes of allocating contractual risk between them that differs from those applicable to investors. Investors should not rely on the representations, warranties or covenants or any description thereof as characterizations of the actual state of facts or condition of South Plains, City Bank, WTSB or any of their respective subsidiaries, affiliates or businesses. Moreover, information concerning the subject matter of the representations, warranties and covenants may change after the date of the Merger Agreement, which subsequent information may or may not be fully reflected in public disclosures by South Plains or WTSB. Accordingly, investors should read the representations and warranties in the Merger Agreement not in isolation but only in conjunction with the other information about South Plains, City Bank or WTSB and their respective subsidiaries and affiliates that the respective companies include in reports, statements and other filings they make with the United States Securities and Exchange Commission (the “SEC”).
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Item 7.01	Regulation FD Disclosure.

On July 25, 2019, the Company issued a press release announcing that it had entered into the Merger Agreement. A copy of the press release announcing the execution of the Merger Agreement is attached to this Form 8-K as Exhibit 99.1 and incorporated herein by reference.

Additionally, the Company will hold a conference call and webcast at 9:00 a.m., Eastern Time, on July 25, 2019, with investors and will provide supplemental information regarding the proposed Merger. A copy of the investor presentation for the conference call is attached as Exhibit 99.2 to this Form 8-K and is incorporated by reference into Item 7.01 of this Form 8-K.

In accordance with General Instruction B.2 of Form 8-K, the information in Item 7.01 of this Form 8-K, including Exhibits 99.1 and 99.2, shall not be deemed “filed” for the purposes of Section 18 of the Exchange Act, or otherwise subject to the liabilities of that section. The information in Item 7.01 of this Form 8-K, including Exhibits 99.1 and 99.2, shall not be incorporated by reference into any filing or other document pursuant to the Securities Act, except as shall be expressly set forth by specific reference in such filing or document.

Cautionary Statement Regarding Forward-Looking Statements

This document contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements are typically identified by words or phrases such as “may,” “will,” “anticipate,” “estimate,” “expect,” “project,” “intend,” “plan,” “believe,” “target,” “forecast” and other words and terms of similar meaning. Forward-looking statements involve estimates, expectations, projections, goals, forecasts, assumptions, risks and uncertainties. South Plains cautions readers that any forward-looking statement is not a guarantee of future performance and that actual results could differ materially from those contained in the forward-looking statement. Such forward-looking statements include, but are not limited to, statements about the benefits of the proposed Merger involving South Plains and WTSB, including future financial and operating results, South Plains’ or WTSB’s plans, objectives, expectations and intentions, the expected timing of completion of the Merger and other statements that are not historical facts. Important factors that could cause actual results to differ materially from those indicated by such forward-looking statements include risks and uncertainties relating to: (i) the ability to obtain the requisite approval of WTSB’s shareholders; (ii) the risk that South Plains or WTSB may be unable to obtain governmental and regulatory approvals required for the Merger, or required governmental and regulatory approvals may delay the Merger or result in the imposition of conditions that could cause the parties to abandon the Merger; (iii) the risk that a condition to the closing of the Merger may not be satisfied; (iv) the timing to consummate the proposed Merger; (v) the risk that the businesses will not be integrated successfully; (vi) the risk that the cost savings and any other synergies from the transaction may not be fully realized or may take longer to realize than expected; (vii) disruption from the transaction making it more difficult to maintain relationships with customers, employees or vendors; (viii) the diversion of management time on Merger-related issues; (ix) general worldwide economic conditions and related uncertainties; (x) liquidity risk affecting South Plains’ ability to meet its obligations when they come due; (xi) excessive loan losses; (xii) the effect of changes in governmental regulations; and

(xiii) other factors we discuss or refer to in the “Risk Factors” section of South Plains’ Prospectus, filed with the SEC on May 8, 2019. Additional risks and uncertainties are identified and discussed in the Company’s reports filed with the SEC and available at the SEC’s website at www.sec.gov. Each forward-looking statement speaks only as of the date of the particular statement and South Plains does not undertake any obligation to update or revise its forward-looking statements, whether as a result of new information, future events or otherwise, except as may be required by law.
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Item 9.01	Financial Statements and Exhibits.

(d) Exhibits.

2.1	Agreement and Plan of Merger, dated July 25, 2019, by and between South Plains Financial, Inc., SPFI Merger Sub, Inc., City Bank and West Texas State Bank (certain schedules and exhibits have been omitted pursuant to Item 601(b)(2) of Regulation S-K; the registrant agrees to furnish copies of any such omitted schedules or exhibits to the SEC upon request).

Form of WTSB Voting Agreement, dated July 25, 2019, by and among South Plains Financial, Inc., West Texas State Bank and the shareholders of West Texas State Bank party

10.1	thereto.

Form of WTSB Director Support Agreement, dated July 25, 2019, by and among South Plains Financial, Inc., West Texas State Bank and each non-employee director of West

10.2	Texas State Bank.

99.1	Press release, dated July 25, 2019, announcing the agreement to acquire WTSB.

99.2	Investor presentation slides, dated July 25, 2019.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.

SOUTH PLAINS FINANCIAL, INC.

Dated: July 25, 2019	By:	/s/ Curtis C. Griffith
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Curtis C. Griffith

Chairman and Chief Executive Officer
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Exhibit 2.1[image: ]

Execution Version

AGREEMENT AND PLAN OF MERGER

BY AND AMONG

SOUTH PLAINS FINANCIAL, INC.,

SPFI MERGER SUB, INC.,

CITY BANK

AND

WEST TEXAS STATE BANK

Dated as of July 25, 2019
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this “Agreement”), dated as of July 25, 2019 (the “Execution Date”), is by and among South Plains Financial, Inc., a Texas corporation and registered bank holding company (“SPFI”), SPFI Merger Sub, Inc., a Texas corporation and a wholly-owned subsidiary of SPFI (“Merger Sub”), City Bank, a Texas banking association and a wholly-owned subsidiary of SPFI (“City Bank”), and West Texas State Bank, a Texas banking association (“WTSB”).

RECITALS

WHEREAS, SPFI desires to acquire for cash all of the issued and outstanding common shares, par value $5.00 per share, of WTSB (the “WTSB Stock”) and any rights to acquire WTSB Stock through the merger of Merger Sub with and into WTSB, with WTSB surviving as a wholly-owned subsidiary of SPFI (the “Merger”), followed by a merger of WTSB with and into City Bank, with City Bank surviving (the “Bank Merger”);

WHEREAS, concurrently with the execution and delivery of this Agreement, and as a condition and inducement to SPFI’s willingness to enter into this Agreement, (i) certain executive officers and each director of WTSB, who are Shareholders, all of whom are listed on Schedule 1, have entered into a Voting Agreement in the form attached hereto as Exhibit A (the “Voting Agreement”) pursuant to which each such individual has agreed, among other things, to vote the WTSB Stock held by such individual in favor of the Merger and the Bank Merger, subject to the terms of the Voting Agreement; (ii) each of the non-employee directors of WTSB has entered into a Director Support Agreement in the form attached hereto as Exhibit B (collectively, the “Director Support Agreements”); and

(iii) certain employees of WTSB have entered into (x) Offer Letters with City Bank (the “Offer Letters”) and (y) Non-Competition, Non-Solicitation and Confidentiality Agreements with SPFI (the “Restrictive Covenants Agreements”), which, in each case, shall be and remain in full force and effect as of the Closing Date;

WHEREAS, the board of directors of WTSB (the “WTSB Board”) has unanimously determined that this Agreement and the transactions contemplated hereby are advisable and in the best interests of WTSB’s shareholders (the “Shareholders”), and has approved this Agreement and the transactions contemplated hereby, including the Merger and the Bank Merger, all upon the terms and subject to the conditions set forth herein;

WHEREAS, the boards of directors of SPFI, City Bank and Merger Sub have unanimously determined that it is advisable and in the best interests of their respective companies and shareholders to consummate the Merger and the Bank Merger on the terms and subject to the conditions set forth in this Agreement; and

WHEREAS, the parties desire to set forth certain representations, warranties and covenants made by each to the other as an inducement to the execution and delivery of this Agreement and certain additional agreements related to the transactions contemplated hereby.

1
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AGREEMENT

NOW, THEREFORE, for and in consideration of the foregoing and of the mutual representations, warranties, covenants and agreements contained in this Agreement, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, and intending to be legally bound hereby, the parties hereby agree as follows:

ARTICLE I

ACQUISITION OF WTSB

Section 1.01 Merger and Bank Merger. Subject to the terms and conditions of this Agreement, at the Effective Time (as defined in Section 1.02(b)), Merger Sub shall merge with and into WTSB, with WTSB surviving as a wholly-owned subsidiary of SPFI, pursuant to the provisions of Section 32.301 of the Texas Finance Code (the “TFC”) and Chapter 10 of the Texas Business Organizations Code (the “TBOC”). Immediately following the Merger, or at such later time as SPFI may determine, WTSB shall merge with and into City Bank, with City Bank as the surviving banking association (the “Surviving Bank”), pursuant to the provisions of Section 32.301 of the TFC and Chapter 10 of the TBOC. Upon completion of the Bank Merger, the separate corporate existence of WTSB will cease.

Section 1.02	The Closing; Effective Time.

(a) The Merger shall be consummated on a date (the “Closing Date”) which shall be no more than thirty (30) calendar days after all necessary regulatory, corporate and other approvals have been received, and all associated mandatory waiting periods have expired (the “Required Approvals”), or such other date as may be mutually agreeable to SPFI and WTSB. On the Closing Date, a meeting (the “Closing”) will take place at which the parties to this Agreement will exchange certificates, letters and other documents in order to determine whether all of the conditions set forth in Article IX and Article X have been satisfied or waived or whether any condition exists that would permit a party to this Agreement to terminate this Agreement. If no such condition then exists or if no party elects to exercise any right it may have to terminate this Agreement, then and thereupon the appropriate parties shall execute such documents and instruments as may be necessary or appropriate in order to effect the transactions contemplated by this Agreement. The Closing shall take place at 10:00 a.m., local time at the offices of Hunton Andrews Kurth LLP, 1445 Ross Avenue, Suite 3700, Dallas, Texas 75202, on the Closing Date, or at such other time and place to which SPFI and WTSB may mutually agree.

(b) The “Effective Time” means a time mutually agreed to by the parties on the effective date of the Merger specified in a certificate of merger to be filed with the Texas Department of Banking (the “TDB”) and the Secretary of State of the State of Texas (the “TXSOS”). The “Bank Merger Effective Time” means a time mutually agreed to by the parties on the effective date of the Bank Merger specified in a certificate of merger to be filed with the TDB.
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Section 1.03	Effects of the Merger.

(a) Subject to the terms and conditions of this Agreement, at the Effective Time, the corporate existence of Merger Sub shall be continued in WTSB, and WTSB shall be deemed to be a continuation in entity and identity of Merger Sub. The Merger shall have all other effects set forth in Section 32.301 of the TFC and Chapter 10 of the TBOC.

(b) At the Bank Merger Effective Time, the corporate existence of WTSB shall be continued in the Surviving Bank, and the Surviving Bank shall be deemed to be a continuation in entity and identity of WTSB. All rights, franchises and interests of WTSB in and to any type of property and choses in action shall be transferred to and vested in the Surviving Bank by virtue of such Bank Merger without reversion or impairment, without further act or deed and without any assignment having occurred, but subject to any existing Liens thereon. The Bank Merger shall have all other effects set forth in Section 32.301 of the TFC and Chapter 10 of the TBOC.

Section 1.04 Certificate of Formation and Bylaws. At the Effective Time, the Articles of Association and bylaws of WTSB, as in effect immediately before the Effective Time, shall continue in effect as the Articles of Association and bylaws of WTSB until thereafter changed or amended as provided by applicable Law. At the Bank Merger Effective Time, the Certificate of Formation and bylaws of City Bank, as in effect immediately before the Bank Merger Effective Time, shall continue in effect as the Certificate of Formation and bylaws of the Surviving Bank until thereafter changed or amended as provided by applicable Law.

Section 1.05 Directors and Officers. The directors and officers, respectively, of Merger Sub immediately prior to the Effective Time shall be the directors and officers of WTSB as of the Effective Time and shall hold office until their respective successors are duly elected or appointed and qualified in the manner provided in the Articles of Association and bylaws of WTSB or as otherwise provided by applicable Law. The directors and officers, respectively, of City Bank at the Bank Merger Effective Time shall be the directors and officers of the Surviving Bank and shall hold office from the Effective Time until their respective successors are duly elected or appointed and qualified in the manner provided in the Certificate of Formation and bylaws of the Surviving Bank or as otherwise provided by applicable Law.

Section 1.06 Bank Merger Agreement. Immediately following the Merger, or at such later time as SPFI may determine in its sole discretion, SPFI will cause the Bank Merger on the terms and subject to the terms and conditions set forth in the Bank Merger Agreement attached hereto as Exhibit D (the “Bank Merger Agreement”). In furtherance of the foregoing, SPFI, City Bank and WTSB shall execute and cause to be filed, where applicable, the Bank Merger Agreement, applicable articles or certificates of merger and such other documents as are necessary to effectuate the Bank Merger.
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ARTICLE II

MERGER CONSIDERATION AND EXCHANGE PROCEDURES

Section 2.01 Effect on Capital Stock. At the Effective Time by virtue of the Merger and without any further action on the part of SPFI, Merger Sub, WTSB or any holder of any of the following securities:

(a) No Effect on SPFI Common Stock. Each share of common stock, par value $1.00 per share, of SPFI issued and outstanding immediately prior to the Effective Time shall remain issued and outstanding and shall not be affected by the Merger.

(b) Effect on Merger Sub Common Stock. Each share of common stock, par value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the Effective Time shall be converted automatically into and become one newly issued, fully paid and non-assessable share of common stock of WTSB.

(c) Conversion of WTSB Stock. At the Effective Time, each share of WTSB Stock outstanding immediately before the Effective Time (other than shares of WTSB Stock that are (1) held by a Dissenting Shareholder (as defined below), or (2) Treasury Shares (as defined below)) shall, by virtue of the Merger and without any action on the part of the holders thereof, be cancelled and converted into and represent the right to receive from SPFI an amount of cash equal to the quotient of (i) $76,100,000.00, subject to adjustment as set forth in Section 3.01 (the “Merger Consideration”), divided by (ii) the total number of shares of WTSB Stock issued and outstanding as of the Effective Time (the “Per Share Merger Consideration”). At the Effective Time, all shares of WTSB Stock that have been converted in the Merger shall no longer be outstanding, shall be cancelled automatically and shall cease to exist, and the holders of certificates that immediately prior to the Effective Time represented such shares of WTSB Stock (each, a “Certificate”, and collectively, the “Certificates”), shall cease to have any rights with respect to those shares of WTSB Stock, other than the right to receive from the SPFI following the Effective Time the Per Share Merger Consideration, without interest thereon, for each share of WTSB Stock represented by the Certificate pursuant to this Section 2.01(c) and in accordance with procedures set forth in Section 3.02.

(d) Cancellation of Treasury Shares. Notwithstanding anything in this Agreement to the contrary, each share of WTSB Stock held in the treasury of WTSB and each share of WTSB Stock owned by any direct or indirect wholly-owned Subsidiary of WTSB immediately prior to the Effective Time (collectively, “Treasury Shares”) (other than (i) shares of WTSB Stock held, directly or indirectly, in trust accounts, managed accounts and the like or otherwise held in a fiduciary capacity that are beneficially owned by third parties and (ii) shares of WTSB Stock held in respect of a debt previously contracted), shall be automatically cancelled without any conversion and no payment or distribution shall be made with respect thereto.
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(e) Dissenting Shareholders. Notwithstanding anything in this Agreement to the contrary, shares of WTSB Stock that are held by Shareholders (each, a “Dissenting Shareholder”) who have complied with the terms and provisions of Subchapter H, Chapter 10, Title 1 of the TBOC shall be entitled to those rights and remedies set forth in Subchapter H, Chapter 10, Title 1 of the TBOC; provided, however, that if a Shareholder fails to perfect, withdraws or otherwise loses any such right or remedy granted by the Subchapter H, Chapter 10, Title 1 of the TBOC, each share of WTSB Stock held by such Shareholder shall be converted into and represent only the right to receive the consideration as specified in Section 2.01(c). WTSB shall give SPFI prompt notice upon receipt by WTSB of any demands for payment of the value of such shares of WTSB Stock and of withdrawals of such notice and any other instruments provided pursuant to applicable Law, and SPFI shall have the right to direct all negotiations and proceedings with respect to any such demands. WTSB shall not, except with the prior written consent of SPFI, voluntarily make any payment with respect to, or settle or offer to settle, any such demand for payment, or waive any failure to timely deliver a written demand for appraisal or the taking of any other action by such Dissenting Shareholder as may be necessary to perfect appraisal rights under applicable Law. Any payments made in respect of shares held by a Dissenting Shareholder shall be made by the SPFI.

Section 2.02 Anti-Dilution Provisions. If, between the Execution Date and the Effective Time, WTSB should change the number or class of its outstanding shares by reason of a stock split, reverse stock split, reclassification, recapitalization, combination, exchange of shares or readjustment, or a share dividend thereon is declared with a record date within said period, the Per Share Merger Consideration and any dependent items shall be adjusted accordingly and proportionately.

Section 2.03 Change of Method. WTSB and SPFI shall be empowered, upon their mutual agreement, at any time prior to the Effective Time, to change the method effecting or structure of the acquisition of WTSB by SPFI (including the provisions of this Article II), if and to the extent they both deem such change to be necessary, appropriate or desirable; provided, however, that no such change shall (i) alter or change the Per Share Merger Consideration except as contemplated by this Agreement, or (ii) materially impede or delay the consummation of the transactions contemplated by this Agreement in a timely manner. The parties hereto agree to reflect any such change in an appropriate amendment to this Agreement executed by both parties in accordance with Section 13.18.

ARTICLE III

DETERMINATION OF MERGER CONSIDERATION AND EXCHANGE PROCEDURES

Section 3.01	Adjustments to the Merger Consideration.

(a) Adjustment Based on Minimum Equity Capital. If Adjusted Tangible Equity (as defined below) as of the last calendar day of the month immediately prior to the Closing Date (such date the “Calculation Date”) is less than $50,000,000.00 (the “Minimum Equity Capital”), the Merger Consideration will be reduced dollar-for-dollar by the amount of the shortfall.

(b) For purposes of this Agreement:
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(i) “Adjusted Tangible Equity” means Shareholders’ equity less goodwill, core deposit intangibles and other intangible assets as such components are determined pursuant to generally accepted accounting principles in the United States (“GAAP”) minus all Transaction Expenses through the Closing Date to the extent not paid or accrued by WTSB or otherwise accounted for in the calculation of Adjusted Tangible Equity, whether or not required under GAAP. For the avoidance of doubt, Adjusted Tangible Equity includes unrealized gains or losses in all securities, including municipal bonds, owned by WTSB (the “Securities Portfolio”). For purposes of these calculations, deferred Tax assets and deferred Tax liabilities shall not be included in the determination of Adjusted Tangible Equity.

(ii) “Transaction Expenses” means all of the costs and expenses of WTSB incurred (or to be incurred) in connection with the transactions contemplated by this Agreement through the Closing Date, whether payable before or after Closing, including without limitation:

(A) the amount of any costs, fees, expenses and commissions payable to any broker, finder, financial advisor or investment banking firm in connection with this Agreement or the transactions contemplated hereby; (B) the amount of all legal and accounting fees and other expenses incurred in connection with the negotiation, execution or performance of this Agreement or the consummation of the transactions contemplated hereby; (C) the premium or additional cost or expense incurred to purchase the Tail Policies pursuant to Section 6.16; (D) any amount required to be added to WTSB’s ALLL pursuant to Section 6.18; (E) the accrual of any costs, fees, expenses, contract payments, penalties or liquidated damages associated with or incurred in connection with the termination of Terminated Contracts (as defined in Section 6.17), including but not limited to the termination of any data processing contracts; (F) the amount of any payments to be made pursuant to any existing employment, change in control, salary continuation, deferred compensation or other similar agreements or arrangements or severance, noncompetition, retention or bonus arrangements between WTSB and any other Person (including the Retention Agreements with the individuals listed on Schedule 10.10(f) of the Disclosure Schedules), including the termination of such agreements; (G) the accrual of any future benefit payments due under any salary continuation, deferred compensation or other similar agreements through the date of final payment; (H) fifty percent (50%) of the aggregate fees, expenses and costs of the Neutral Auditor under Section 3.01(c)(iv), if applicable; (I) any Taxes incurred by or imposed on WTSB as a result of the Merger (other than Transfer Taxes, as per Section 8.01(a)); (J) the accrual, in a manner consistent with past practice, of the amount of any Taxes of WTSB related to a Pre-Closing Tax Period and all fees, expenses and costs related to the preparation and filing of all Tax Returns of WTSB for all Pre-Closing Tax Periods that are required to be filed pursuant to Section 8.01(c); (K) to the extent not already reflected in the calculation of Adjusted Tangible Equity, the amount of the dividend provided for in Section 6.06(d); and (L) such other amounts as are agreed upon by WTSB and SPFI.
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(c) Delivery of Preliminary Closing Statement and Final Closing Statement.

(i) As of the date of this Agreement, WTSB has provided SPFI with a projection of Adjusted Tangible Equity (the “Preliminary Closing Statement”), which is derived from the WTSB Financial Statements described in Section 4.06(a).

(ii) Not later than five (5) Business Days prior to the anticipated Closing Date, WTSB shall prepare in good faith and deliver to SPFI an updated Preliminary Closing Statement as of the Calculation Date (such statement, the “Final Closing Statement”). Such Final Closing Statement shall be prepared in a manner consistent with the Preliminary Closing Statement. The Adjusted Tangible Equity set forth in the Final Closing Statement is referred to as the “Final Adjusted Tangible Equity”.

(iii) Subject to applicable Law, SPFI shall have the right to review, and shall have reasonable access to, all relevant work papers, schedules, memoranda and other documents prepared by WTSB or its accountants in connection with WTSB’s preparation of the Preliminary Closing Statement and the Final Closing Statement, as well as to executive, finance and accounting personnel of WTSB and any other information which SPFI may reasonably request in connection with its review of the Preliminary Closing Statement and the Final Closing Statement; provided, however, that WTSB shall not be required to provide SPFI access to or to disclose information where such access or disclosure would reasonably be expected to waive the protection of any privilege or the work product doctrine. The parties will make appropriate substitute disclosure arrangements under circumstances in which the restrictions of the preceding sentence apply.

(iv) In the event SPFI disputes the Final Closing Statement (including the Final Adjusted Tangible Equity), SPFI shall, within three (3) Business Days following the delivery of the Final Closing Statement, give WTSB written notice of its objections thereto (the “Objection Notice”), describing the nature of the dispute in reasonable detail and specifying those items and amounts as to which SPFI disagrees and, based on the information at its disposal, specifying SPFI’s good faith proposed calculation of Final Adjusted Tangible Equity. If SPFI does not timely deliver an Objection Notice within such three (3) Business Day period, the Final Adjusted Tangible Equity set forth in the Final Closing Statement delivered by WTSB shall be, absent fraud, final and binding on all the parties.
[image: ]
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(v) If SPFI timely delivers an Objection Notice, then Closing shall be delayed and SPFI and WTSB shall cooperate in good faith to resolve such dispute. If SPFI and WTSB cannot resolve the dispute within five (5) Business Days after the date of the Objection Notice (the “Initial Resolution Period”), SPFI and WTSB shall appoint a mutually acceptable independent accounting firm of national or regional reputation (the “Neutral Auditor”) to arbitrate the dispute under the rules the Neutral Auditor imposes. The Neutral Auditor shall be limited to addressing only the particular disputes referred to in the Objection Notice, and the Neutral Auditor’s resolution of any disputed item shall be no greater than the higher amount, and no less than the lower amount, calculated or proposed by WTSB and SPFI with respect to such disputed item, as the case may be. Upon reaching its determination of the Final Adjusted Tangible Equity, the Neutral Auditor shall deliver a copy of its calculation of the Final Adjusted Tangible Equity to SPFI and WTSB. The determination of the Neutral Auditor shall be made within twenty (20) calendar days after its engagement (which engagement shall be made no later than five (5) calendar days after the end of the Initial Resolution Period) and, absent fraud, shall be final and binding on all the parties. No party or its Affiliates shall seek further recourse to courts, other tribunals or otherwise, other than to enforce the final decision of the Neutral Auditor as to the determination of the Final Adjusted Tangible Equity. Fifty percent (50%) of the aggregate fees, expenses and costs of the Neutral Auditor shall be borne by SPFI, and the other fifty percent (50%) of such fees, expenses and costs shall be reflected in Transaction Expenses. For the avoidance of doubt, the dispute resolution process contemplated by Section 3.01(c)(iii) and Section 3.01(c)(iv) shall be only to determine the disputed items reflected on the Final Closing Statement and necessary to the calculation of the Final Adjusted Tangible Equity as of the Calculation Date, regardless of the date on which the Neutral Auditor delivers its calculation; provided, however, that if the dispute resolution process by this Section 3.01(c)(iv) delays the Closing Date by more than fifteen (15) Business Days and the Neutral Auditor determines that the calculation of Final Book Value originally made by WTSB was correct, then any increase or decrease in the Adjusted Tangible Equity of WTSB after the Calculation Date shall be determined by the Neutral Auditor (as of the date of its determination), and any such increase, but not any such decrease, in the Adjusted Tangible Equity of WTSB shall be included in the calculation of the Final Adjusted Tangible Equity. If the Closing Date is delayed by the dispute resolution process, the Closing Date shall be rescheduled and held on a date mutually acceptable to SPFI and WTSB within three (3) Business Days after the Final Adjusted Tangible Equity is finally determined pursuant to the dispute resolution process.

Section 3.02	Escrow; Exchange Procedures; Surrender of Certificates.

(a) City Bank will act as payment agent in the Merger (the “Paying Agent”). On or before the Closing Date, SPFI will deposit, or will cause to be deposited, with the Paying Agent, sufficient funds to pay the Merger Consideration as contemplated hereby.

(b) At least twenty (20) calendar days before the Effective Time (unless SPFI and WTSB mutually agree to a later date), the Paying Agent will mail to each Shareholder as of that date a letter of transmittal (which will specify that delivery will be effected, and risk of loss and title to the Certificates will pass, only upon delivery of the Certificates to the Paying Agent), and instructions for use in effecting the surrender of the Certificates in exchange for the Per Share Merger Consideration into which the WTSB Stock represented by such Certificate(s) will have been converted pursuant to this Agreement (collectively, the “Transmittal Materials”). The form and substance of the Transmittal Materials are to be acceptable to SPFI and WTSB before they are mailed to the Shareholders.
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(i) After the later of the Effective Time or five (5) Business Days after surrender of a Certificate to the Paying Agent, together with properly completed and executed Transmittal Materials, the Paying Agent will pay to the Shareholders the Per Share Merger Consideration multiplied by the number of shares of WTSB Stock represented by such Certificate, and the Certificate so surrendered will be canceled. The Paying Agent will pay the Per Share Merger Consideration on the date on which the Effective Time occurs to any Shareholder from whom properly completed and executed Transmittal Materials are received at least five (5) Business Days before the Effective Time. Any Shareholder may elect to have the amounts to be paid hereunder paid by means of a check or multiple checks, or by deposit for immediate credit into the Shareholder’s account or accounts at WTSB. After the Effective Time and until so surrendered, each Certificate will be deemed for all purposes, subject only to the dissenters’ rights provisions under Subchapter H of Chapter 10 of Title 1 of the TBOC, to evidence solely the right to receive, without interest, the Per Share Merger Consideration from SPFI as described in Section 2.01(c).

(ii) The Shareholders will be entitled to receive their Per Share Merger Consideration only after receipt by the Paying Agent of properly completed Transmittal Materials.

(c) In the event of a transfer of ownership of a Certificate representing shares of WTSB Stock that is not registered in the stock transfer records of WTSB, the Per Share Merger Consideration will be delivered pursuant to Section 3.02(b) in exchange therefor to a Person other than the Person in whose name the WTSB Stock so surrendered is registered if (i) the Certificate formerly representing such WTSB Stock is properly endorsed, (ii) the Certificate, or otherwise, is in proper form for transfer and (iii) the Person requesting such payment or issuance pays any transfer or other similar Taxes required by reason of the payment or issuance to a Person other than the registered Shareholder or establishes to the satisfaction of SPFI that the Tax has been paid or is not applicable.

(d) Any portion of the Merger Consideration that remains unclaimed by the Shareholders as of the first anniversary of the Effective Time will be provided to SPFI; provided, that to the extent at any time prior to such first anniversary any portion of the Merger Consideration that remains unclaimed would have to be delivered to a public official pursuant to applicable abandoned property, escheat or similar laws, the Paying Agent will first notify SPFI and, at SPFI’s option, such portion will instead be provided to SPFI. Any former Shareholders who have not theretofore complied with this Section 3.02 will thereafter look only to SPFI with respect to the Per Share Merger Consideration, without any interest thereon. None of SPFI, City Bank, WTSB, the Paying Agent or any other Person will be liable to any former holder of shares of WTSB Stock for any amount delivered in good faith to a public official pursuant to applicable abandoned property, escheat or similar laws.

(e) If any Certificate has been lost, stolen or destroyed, upon the delivery of an affidavit of lost certificate and indemnification agreement in a form reasonably acceptable to SPFI by the Shareholder and, if required by SPFI in its sole discretion, the posting by such Shareholder of a surety bond in such amount as SPFI may determine is reasonably necessary as indemnity against any claim that may be made against it with respect to that Certificate, the Paying Agent will pay the Per Share Merger Consideration in exchange for such lost, stolen or destroyed Certificate.
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(f) Notwithstanding any other provision in this Agreement to the contrary, SPFI, City Bank and the Paying Agent shall be entitled to deduct and withhold from the consideration otherwise payable to any Shareholder (including with respect to any Dissenting Shareholder) or otherwise pursuant to this Agreement such amounts as SPFI, City Bank or the Paying Agent, in its reasonable discretion, determines it is required to deduct and withhold with respect to the making of such payment under the Code, or any provision of state, local or foreign Tax Law. SPFI, City Bank or the Paying Agent, as the case may be, shall provide the Person in respect of which such payment is being made with written notice of any such intended withholding at least five (5) Business Days before the making of such payment, and SPFI, City Bank or the Paying Agent, as the case may be, shall cooperate in good faith with such Person to obtain any available exception from, or reduction in, such withholding to the extent permitted under applicable Law. To the extent that amounts are so withheld and timely paid over to the appropriate Governmental Authority by SPFI, City Bank or the Paying Agent, such withheld amounts shall be treated for all purposes of this Agreement as having been paid to the Person in respect of which such deduction and withholding was made.

ARTICLE IV

REPRESENTATIONS AND WARRANTIES OF WTSB

Except as disclosed in the disclosure schedules delivered by WTSB to SPFI concurrently herewith (the “Disclosure Schedules”), WTSB hereby represents and warrants to SPFI and City Bank as follows:

Section 4.01	Organization; Ownership.

(a) WTSB is a Texas banking association, duly organized, validly existing and in good standing under all Laws of the State of Texas. WTSB has all requisite corporate power and authority to own or lease its properties and assets and to carry on its business as it is now being conducted and is duly qualified to do business and is in good standing in all jurisdictions where its ownership or leasing of property or the conduct of its business requires it to be so qualified except where the failure to be so qualified or in good standing would not reasonably be expected to result in a Material Adverse Change to WTSB. True and complete copies of the Articles of Association and bylaws of WTSB, as amended to date, have been made available to SPFI. WTSB is an insured bank as defined in the Federal Deposit Insurance Act (the “FDIA”).

(b) WTSB has no equity interest, direct or indirect, in any other bank or corporation or in any partnership, joint venture or other business enterprise or entity, except as acquired through settlement of indebtedness, foreclosure, the exercise of creditors’ remedies or in a fiduciary capacity, and the business carried on by WTSB has not been conducted through any direct or indirect Subsidiary or Affiliate of WTSB.
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Section 4.02 Dissolution/Merger Out of West Texas Bancshares, Inc. West Texas Bancshares, Inc., the former bank holding company of WTSB (“WTSB Parent”), was a validly electing S Corporation (within the meaning of Sections 1361 and 1362 of the Code) at all times during its existence. WTSB Parent was merged into WTSB, with WTSB as the surviving entity, in a transaction that qualified as a reorganization within the meaning of Section 368(a)(1)(F) of the Code effective on the S Election Date (as defined in Section 4.14(j)). At all times prior to the S Election Date, WTSB was a valid qualified Subchapter S subsidiary (within the meaning of Section 1361(b)(3) of the Code) of WTSB Parent.

Section 4.03 Capitalization. The authorized capital stock of WTSB consists of 200,000 shares of WTSB Stock, par value $5.00 per share, of which 134,280 shares are issued and outstanding as of the Execution Date. Except for these issued and outstanding shares of WTSB Stock and except as set forth on Schedule 4.03, there are no other (a) outstanding equity securities of any kind or character, or (b) outstanding subscriptions, options, convertible securities, rights, warrants, calls or other agreements or commitments of any kind issued or granted by, or binding upon, WTSB to purchase or otherwise acquire any security of or equity interest in WTSB, obligating WTSB to issue any shares of, restricting the transfer of or otherwise relating to shares of its capital of any class. There are no outstanding contractual obligations of WTSB to vote or dispose of any shares of WTSB Stock. Except for those certain Stock Restriction Agreements, dated as of or about June 30, 2014, by and among WTSB and the Shareholders, to the Knowledge of WTSB, there are no shareholder agreements, voting agreements, proxies, voting trusts or other understanding agreements or commitments with or among one or more of such holders with respect to the voting, disposition or other incidents of ownership of any shares of WTSB Stock, including any agreement that provides for preemptive rights or imposes any limitation or restriction on WTSB Stock, including any restriction on the right of a holder of shares of WTSB Stock to vote, sell or otherwise dispose of any WTSB Stock. All of the outstanding shares of WTSB Stock have been duly authorized, validly issued and fully paid and nonassessable, and no securities of WTSB have been issued in violation of the preemptive rights of any Person. The shares of WTSB Stock have been issued in material compliance with the securities Laws of the United States and other jurisdictions having applicable securities Laws. There are no restrictions applicable to the payment of dividends on the shares of WTSB Stock except pursuant to applicable Laws, and all dividends declared before the Execution Date have been paid.

Section 4.04	Execution and Delivery.

(a) WTSB has full corporate power and authority to execute and deliver this Agreement and the other agreements to which WTSB is a party that are contemplated by this Agreement and to consummate the transactions contemplated hereby and thereby, subject to the conditions set forth in this Agreement. The execution and delivery of this Agreement and the other agreements to which WTSB is a party that are contemplated by this Agreement and the consummation of the transactions contemplated hereby and thereby have been duly and validly approved by the WTSB Board and the WTSB Board has declared them advisable, and has directed that the Agreement be submitted to the Shareholders for the purpose of acting on this Agreement. Other than approval by the holders of at least two-thirds (2/3rds) of the issued and outstanding shares of WTSB Stock (the “Requisite WTSB Vote”), no other corporate proceedings or approvals are necessary or required on the part of WTSB to approve this Agreement or the other agreements to which WTSB is a party that are contemplated by this Agreement and to consummate the transactions contemplated hereby and thereby.
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(b) This Agreement and the other agreements and documents contemplated hereby to which WTSB is a party have been or at Closing will be duly executed by WTSB and each such agreement or document constitutes or at Closing will constitute a legal, valid and binding obligation of WTSB, enforceable against WTSB in accordance with its respective terms and conditions, except as enforceability may be limited by bankruptcy, conservatorship, insolvency, moratorium, reorganization, receivership or similar Laws and judicial decisions affecting the rights of creditors generally and by general principles of equity (whether applied in a Proceeding at Law or in equity) (the “Bankruptcy Exception”).

Section 4.05	Compliance with Laws, Permits and Instruments.

(a) WTSB has in all material respects performed and abided by all obligations required to be performed by it to the date hereof, and has complied with, and is in compliance with, and is not in default (and with the giving of notice or the passage of time will not be in default) under, or in violation of, (i) any provision of the Articles of Association or the bylaws of WTSB, as applicable, or (ii) any material provision of any mortgage, indenture, lease, contract, agreement or other instrument applicable to WTSB or its assets, operations, properties or business.

(b) WTSB has filed all reports, registrations and statements, together with any amendments required to be made thereto, that are required to be filed with the Federal Deposit Insurance Corporation (the “FDIC”), the TDB or any other Governmental Authority having supervisory jurisdiction over WTSB, except where the failure to make such filings would not, individually or in the aggregate, reasonably be expected to result in a Material Adverse Change, and such reports, registrations and statements as finally amended or corrected, are true and correct in all material respects. Except for normal examinations conducted by bank Regulatory Agencies in the Ordinary Course of Business, no Governmental Authority has initiated any Proceeding or, to WTSB’s Knowledge, investigation into the business or operations of WTSB. Except as disclosed on Schedule 4.05 of the Disclosure Schedules, there are no material unresolved violations, criticisms or exceptions by any bank Regulatory Agency with respect to any report relating to any examinations of WTSB. As of the Execution Date, WTSB is “well capitalized” (as that term is defined in 12 C.F.R. § 325.103(b)(1)).

(c) None of WTSB, or to WTSB’s Knowledge, any director, officer, employee, agent or other Person acting on behalf of WTSB has, directly or indirectly, (i) used any funds of WTSB for unlawful contributions, unlawful gifts, unlawful entertainment or other expenses relating to political activity,

(ai) made any unlawful payment to foreign or domestic governmental officials or employees or to foreign or domestic political parties or campaigns from funds of WTSB, (iii) violated any provision of the Foreign Corrupt Practices Act of 1977, as amended, or any similar law, (iv) established or maintained any unlawful fund of monies or other assets of WTSB, (v) made any fraudulent entry on the books or records of WTSB, or (vi) made any unlawful bribe, unlawful rebate, unlawful payoff, unlawful influence payment, unlawful kickback or other unlawful payment to any Person, private or public, regardless of form, whether in money, property or services, to obtain favorable treatment in securing business to obtain special concessions for WTSB, to pay for favorable treatment for business secured or to pay for special concessions already obtained for WTSB, or is currently subject to any U.S. sanctions administered by the Office of Foreign Assets Control of the U.S. Department of the Treasury.
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Section 4.06	Financial Statements; Call Reports.

(a) WTSB has made available to SPFI copies of the audited financial statements of WTSB as of and for the years ended December 31, 2018, 2017 and 2016 (the “WTSB Audited Statements”) and the unaudited financial statements of WTSB as of March 31, 2019 (the “WTSB Interim Statements”, and together with the WTSB Audited Financial Statements the “WTSB Financial Statements”). The WTSB Financial Statements (including, in each case, any related notes), were prepared in accordance with GAAP (except as may be indicated in the notes to such financial statements) and fairly presented, in all material respects, the financial position of WTSB at the dates and for the periods indicated therein and, subject, in the case of the WTSB Interim Statements, to normal and recurring year-end adjustments and the absence of notes that will not, individually or in the aggregate, be material.

(b) WTSB has made available to SPFI true and complete copies of the Reports of Condition and Income for WTSB filed during 2018, 2017 and 2016 and any Reports of Condition and Income for WTSB filed during 2019 prior to the Execution Date (collectively, the “WTSB Call Reports”). Each of the WTSB Call Reports fairly presents, in all material respects, the financial position of WTSB and the results of its operations at the dates and for the periods indicated therein in conformity, in all material respects, with the instructions for the preparation of WTSB Call Reports as promulgated by applicable Governmental Authorities.

(c) The ALLL shown in the WTSB Financial Statements and the WTSB Call Reports was, and the ALLL to be shown on any financial statements of WTSB or the WTSB Call Reports as of any date subsequent to Execution Date will be calculated in accordance with GAAP and/or regulatory accounting principles (“RAP”) (as applicable) in all material respects as applied to banking institutions and all applicable rules and regulations, and in the reasonable opinion of WTSB’s management, such ALLL is, as of the dates of such financial statements and/or call reports, adequate to absorb all reasonably anticipated losses in the Loan portfolio of WTSB, and recourse obligations in respect of Loans sold by WTSB in light of the size characteristics of such portfolios, economic conditions, borrower capacity and other pertinent factors, and no facts have subsequently come to the Knowledge of WTSB which would cause it to modify in any material way the amount of the ALLL contained in the WTSB Financial Statements or the WTSB Call Reports.

Section 4.07 Litigation. WTSB is not a party to any, and there are no pending or, to the Knowledge of WTSB, threatened, legal, administrative, arbitral or other proceedings, claims, actions or governmental or regulatory investigations of any nature against WTSB (each, a “Proceeding” and, collectively, “Proceedings”). There are no pending or, to the Knowledge of WTSB, threatened Proceedings which are reasonably likely, individually or in the aggregate, to result in a Material Adverse Change to WTSB, nor, to the Knowledge of WTSB, is there any reasonable basis for any Proceeding against WTSB that is reasonably likely, individually or in the aggregate, to result in a Material Adverse Change to WTSB. There is no injunction, order, judgment or decree in effect with respect to WTSB or any of its assets or Properties.
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Section 4.08 Governmental Consents and Approvals. Except for any notices to and approvals from the FDIC and TDB, no approval, consent, order or authorization of, or registration, declaration or filing with, any Governmental Authority is required on the part of WTSB in connection with the execution, delivery or performance of this Agreement or the agreements contemplated hereby, or the consummation by WTSB of the transactions contemplated hereby or thereby.

Section 4.09 No Undisclosed Liabilities. WTSB has no material liability or obligation, accrued, absolute, contingent or otherwise and whether due or to become due (including unfunded obligations under any Employee Plan or liabilities for federal, state or local Taxes or assessments) that are not reflected in or disclosed in the WTSB Financial Statements or the WTSB Call Reports, except those (a) liabilities, obligations and expenses incurred in the Ordinary Course of Business since December 31, 2018, (b) liabilities, obligations and expenses incurred as a result of or arising from this Agreement or any other agreement or document contemplated hereby, or any of the transactions contemplated hereby or thereby, or (c) liabilities, obligations and expenses as disclosed on Schedule 4.09 of the Disclosure Schedules.

Section 4.10 Title to Tangible Assets. True and complete copies of all existing deeds, leases and title insurance policies for all Properties and all mortgages, deeds of trust, security agreements and other documents describing Liens to which each such Property is subject have been made available to SPFI. WTSB has good and indefeasible title to, or valid leasehold interest in, all of its tangible assets and Properties including all personal property reflected in the WTSB Financial Statements and the WTSB Call Reports or acquired thereafter, subject to no Liens of any kind except (a) as reflected in the WTSB Financial Statements or the WTSB Call Reports, (b) statutory Liens not yet delinquent, (c) minor defects and irregularities in title and encumbrances that do not materially impair the use thereof for the purpose for which they are held, (d) pledges of assets in the Ordinary Course of Business to secure public funds deposits, (e) those assets and Properties disposed of for fair value in the Ordinary Course of Business since December 31, 2018, (f) those items set forth on Schedule 4.10, (g) Liens for Taxes not yet due and payable, (h) mechanics, carriers’, workmen’s, repairmen’s or other like Liens arising or incurred in the Ordinary Course of Business or amounts that are not delinquent and which are not, individually or in the aggregate, material to the business of WTSB, (i) easements, rights of way, zoning ordinances and other similar encumbrances affecting Properties which are not, individually or in the aggregate, material to the business of WTSB, or (j) other than with respect to owned real property, liens arising under original purchase price conditional sales contracts and equipment leases with third parties entered into in the Ordinary Course of Business which are not, individually or in the aggregate, material to the business of WTSB.

Section 4.11 Absence of Certain Changes or Events. Except as disclosed on Schedule 4.11, since December 31, 2018, (i) WTSB has conducted its business, in all material respects, only in the Ordinary Course of Business; (ii) there has not been any fact, event, change, occurrence, condition, development, circumstance or effect that, individually or in the aggregate, has had or could reasonably be expected to result in a Material Adverse Change to WTSB; and (iii) as of the Execution Date, other than in connection with the negotiation and execution of this Agreement, WTSB has not taken any action that, if taken after the Execution Date, would constitute a breach of any of the covenants set forth in Section 6.06(a) – Section 6.06(ii).
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Section 4.12 Investments. WTSB has furnished to SPFI and City Bank a true, correct and complete list, as of March 31, 2019 and as of June 30, 2019, of the Securities Portfolio. Except as set forth in Schedule 4.12 of the Disclosure Schedules, all such securities are owned by WTSB (a) of record, except those held in bearer form, and (b) beneficially, free and clear of all mortgages, liens, pledges and encumbrances. Schedule 4.12 also discloses any Person in which the ownership interest of WTSB, whether held directly or indirectly, equals five percent (5%) or more of the issued and outstanding voting securities of the issuer thereof. To WTSB’s Knowledge, there are no voting trusts or other agreements or understandings with respect to the voting of any of the securities in the Securities Portfolio.

Section 4.13	Leases, Contracts and Agreements.

(a) Schedule 4.13 of the Disclosure Schedules lists each of the following types of contracts to which WTSB is a party or by which any of its Properties or assets is bound as of the Execution Date (collectively, the “Contracts”):

(i) any contract that would be required to be filed by WTSB as a “material contract” pursuant to Item 601(b)(10) of Regulation S-K under the Securities Act, or disclosed by WTSB on a Current Report on Form 8-K if WTSB was required to file such reports under applicable Law;

(ii) any contract that limits the ability of WTSB to compete in any line of business or with any Person or in any geographic area or, to the Knowledge of WTSB, upon consummation of the Merger will materially restrict the ability of SPFI or any of its Affiliates to engage in any line of business in which a bank holding company or bank may lawfully engage;

(iii) any contract that obligates WTSB (or, following the consummation of the transactions contemplated hereby, SPFI and its Subsidiaries) to conduct business with any third party on an exclusive or preferential basis, or that grants any Person other than WTSB “most favored nation” status or similar rights;

(iv) any contract to which any Affiliate, officer, director or employee of WTSB is a party or beneficiary, including but not limited to any employment, change in control, salary continuation, deferred compensation or other similar agreements or arrangements or severance, noncompetition, retention or bonus arrangements;

(v) any contract that by its terms calls for an annual payment by WTSB of more than $20,000 to which any independent contractor or consultant of WTSB is a party or beneficiary;
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(vi) any contract that limits the payment of dividends by WTSB;

(vii) any contract with respect to the formation, creation, operation, management or control of a joint venture, partnership, limited liability company or other similar agreement or arrangement;

(viii) any contract relating to indebtedness of WTSB of more than $50,000 other than any deposit liability maintained by WTSB in the Ordinary Course of Business;

(ix) any contract that by its terms calls for annual payments or receipt by WTSB under such contract of more than $50,000 (other than pursuant to Loans originated or purchased by WTSB in the Ordinary Course of Business);

(x) any contract that provides for potential indemnification payments by WTSB;

(xi) any contract with a Governmental Authority;

(xii) any contract the cost of which are Transaction Expenses, with the exception of professional services contracts;

(xiii) any contract that provides for potential obligation of WTSB to repurchase any Loans;

(xiv) any contract that is material to WTSB’s balance sheet or its financial condition or results of operations;

(xv) any contract that provides any rights to investors in WTSB, including registration, preemptive or anti-dilution rights or rights to designate members of or observers to the WTSB Board;

(xvi) any contract that is a data processing, software programming or licensing contract involving the payment of more than $10,000 per

annum;

(xvii) any contract that requires a consent to or otherwise contains a provision relating to a “change of control” of WTSB or that would or could reasonably be expected to prevent, materially delay or impair the consummation of the transactions contemplated by this Agreement;

(xviii) any contract with any professional employer organization providing employees and services to WTSB;

(xix) any contract in respect of any (A) owned real property or (B) leased premises with respect to which WTSB is either a landlord or tenant (or subtenant);

(xx) any other contract material to the business of WTSB, taken as a whole, which is not entered in the Ordinary Course of Business; or
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(xxi) any contract not of the type described in clauses (i) through (xx) above and which involved the payments by, or to, WTSB in the fiscal year ended December 31, 2018, or which could reasonably be expected to involve such payments during the fiscal year ending December 31, 2019, of more than $50,000 (other than pursuant to Loans originated or purchased by WTSB in the Ordinary Course of Business).

(b) Each Contract is valid and binding on WTSB and in full force and effect, except as, either individually or in the aggregate, could not be reasonably expected to have a Material Adverse Change on WTSB. WTSB has performed all obligations required to be performed by it to date under each Contract, except where such noncompliance, either individually or in the aggregate, would not be reasonably expected to have a Material Adverse Change on WTSB. To the Knowledge of WTSB, (i) each counterparty to each Contract has performed all obligations required to be performed by it to date under such Contract, and (ii) no event or condition exists which constitutes or, after notice or lapse of time or both, will constitute, a material default on the part of WTSB under any such Contract.

Section 4.14	Taxes and Tax Returns.

(a) WTSB has duly and timely filed all Tax Returns that it was required to file under applicable laws and regulations with the appropriate Governmental Authorities. All such Tax Returns are true, correct and complete in all material respects and have been prepared in substantial compliance with all applicable Laws and regulations. All Taxes due and owing by WTSB (whether or not shown on any Tax Return) have been paid to the appropriate Governmental Authorities. WTSB is not the beneficiary of any extension of time within which to file any Tax Return which has not yet been filed. No claim has ever been made by a Governmental Authority in a jurisdiction where WTSB does not file Tax Returns that it is or may be subject to Tax by that jurisdiction or required to file a Tax Return in that jurisdiction. There are no liens for Taxes (other than statutory liens for Taxes not yet due and payable) upon any of the assets of WTSB.

(b) WTSB has withheld and timely paid to the appropriate Governmental Authorities all Taxes required to have been withheld and paid in connection with any amounts paid or owing to any employee, independent contractor, creditor, Shareholder, or other third party, and all Forms W-2 and 1099 required with respect thereto have been properly completed and timely filed or delivered to the appropriate recipient (as applicable).

(c) There is no dispute or claim concerning any Tax liability of WTSB either (i) claimed or raised by any Governmental Authority, or (ii) as to which any director or officer (or employee responsible for Tax matters) of WTSB has Knowledge.

(d) Schedule 4.14 of the Disclosure Schedules lists all federal, state, local, and foreign income and franchise Tax Returns filed with respect to WTSB for taxable periods ended on or after December 31, 2015, indicates those Tax Returns that have been audited, and indicates those Tax Returns that currently are the subject of audit. True, correct and complete copies of the federal income Tax Returns of WTSB, as filed with the IRS for the years ended December 31, 2015, 2016, 2017 and 2018, have been delivered to SPFI and City Bank. WTSB has not waived any statute of limitations in respect of Taxes or agreed to any extension of time with respect to a Tax assessment or deficiency.
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(e) WTSB is not and has never been a member of an affiliated group within the meaning of Section 1504(a) of the Code with which it has filed (or been required to file) consolidated, combined, unitary or similar Tax Returns. WTSB has no liability for the Taxes of any Person other than WTSB under Section 1.1502-6 of the applicable regulations issued by the United States Department of Treasury (the “Treasury Regulations”) (or any similar provision of state, local or foreign law), as a transferee or successor, by contract or otherwise.

(f) The unpaid Taxes of WTSB (i) for taxable periods (or portions thereof) through the date of WTSB’s most recent balance sheets do not exceed the actual provisions for current or deferred Taxes on the Financial Statements (excluding any reserve for deferred Taxes established to reflect timing differences between book and Tax income), and (ii) for taxable periods (or portions thereof) ending on the day before the Closing Date (“Pre-Closing Tax Periods”) will not exceed the provisions for current or deferred Taxes on the Financial Statements as of the Closing Date (excluding any reserve for deferred Taxes established to reflect timing differences between book and Tax income), as adjusted for the passage of time through the Closing Date in accordance with GAAP. WTSB is in compliance with the requirements of FIN 48, and its Tax accrual work papers explain and support all amounts provided and positions taken by WTSB with respect to FIN 48.

(g) City Bank will not be required to include any item of income in, or exclude any item of deduction from, taxable income for any taxable period (or portion thereof) ending on or after the Closing Date (the “Post-Closing Tax Period”) as a result WTSB’s (i) change in method of accounting for a Pre-Closing Tax Period; (ii) “closing agreement” as described in Section 7121 of the Code (or any corresponding or similar provision of state, local, or foreign Tax law) executed on or before the Closing Date; (iii) intercompany transactions or any excess loss account described in Treasury Regulations under Section 1502 of the Code (or any corresponding or similar provision of state, local, or foreign Tax law); (iv) installment sale or open transaction disposition made on or before the Closing Date; (v) prepaid amount received on or before the Closing Date; or (vi) election under Section 108(i) of the Code.

(h) WTSB is not and has not been a party to or a promoter of any “listed transaction” as such term is defined in Section 6707A(c)(2) of the Code and Treasury Regulation Section 1.6011-4(b)(2).

(i) Since January 1, 2016, WTSB has not distributed stock of another Person or has had its stock distributed by another Person, in a transaction that was purported or intended to be governed in whole or in part by Sections 355 or 361 of the Code.
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(j) At all times since June 30, 2014 (the “S Election Date”), WTSB has continually been, and as of the Closing Date WTSB will be, a validly electing Subchapter S corporation within the meaning of Sections 1361 and 1362 of the Code (an “S Corporation”) for federal income Tax purposes and applicable state and local Tax purposes. Since the S Election Date, WTSB has not taken any action that would cause WTSB to cease being an S Corporation before the Closing Date. WTSB does not have and will not have as of the Closing Date any liability or potential liability for Tax under Section 1374 of the Code. WTSB has not, since the S Election Date, (i) acquired assets from another corporation in a transaction in which WTSB’s Tax basis for the acquired assets was determined, in whole or in part, by reference to the Tax basis of the acquired assets (or any other property) in the hands of the transferor or (ii) acquired the stock of any corporation that is a qualified Subchapter S subsidiary (within the meaning of Section 1361(b)(3) of the Code).

(k) Since the S Election Date, WTSB has not been required to include in income any material adjustment pursuant to Code Section 481 by reason of a voluntary change in accounting method initiated by WTSB, and the IRS has not initiated or proposed any such material adjustment or change in accounting method. No dividend or other distribution declared or paid by WTSB since the S Election Date has exceeded the portion of WTSB’s “accumulated adjustments account” (within the meaning of Treasury Regulation Section 1.1368-2) properly allocated to such distribution in accordance with that regulation, and no dividend or distribution declared or paid by WTSB before the Effective Time will exceed the portion of WTSB’s accumulated adjustments account properly allocated to such distribution in accordance with that regulation.

(l) WTSB is not a party to or bound by any Tax allocation, indemnification, sharing or similar agreement.

(m) WTSB has not received any private letter ruling from the IRS (or any comparable ruling from any other Tax authority).

(n) WTSB does not and has not had a “permanent establishment” (as defined in any applicable Tax treaty or convention within the United States and a foreign country) or otherwise has or has had an office or fixed place of business in a state other than Texas or in a country other than the United States.

Section 4.15 Insurance. Schedule 4.15 of the Disclosure Schedules contains an accurate and complete list of all policies of insurance, including fidelity and bond insurance, maintained by WTSB. WTSB is insured with reputable insurers against such risks and in such amounts as management of WTSB reasonably has determined to be prudent in accordance with industry practices. All such policies (a) are sufficient for compliance by WTSB, in all material respects, with all requirements of applicable Law and all agreements to which WTSB is a party, (b) are valid, outstanding and enforceable, except as enforceability may be limited by the Bankruptcy Exception, and (c) are presently in full force and effect, and no written notice has been received of the cancellation, or threatened or proposed cancellation, of any such policy and there are no unpaid premiums due thereon. WTSB is not in default with respect to the material provisions of any such policy nor has WTSB failed to give any notice or present any known claim thereunder in a due and timely fashion. Each Property of WTSB is insured for the benefit of WTSB in amounts deemed adequate by WTSB’s management against risks customarily insured against. Except as disclosed on Schedule 4.15 of the Disclosure Schedules, there have been no claims under any policy of insurance (including fidelity bonds) of WTSB since January 1, 2016 and to the Knowledge of WTSB, there are no facts that could be expected to form the basis of a claim under such policies of insurance.
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Section 4.16 Proprietary Rights. WTSB does not own or require the use of any patent, patent application, patent right, invention, process, trademark (whether registered or unregistered), trademark application, trademark right, trade name, service name, service mark, copyright or any trade secret (collectively, “Proprietary Rights”) for the business or operations of WTSB. Schedule 4.16 of the Disclosure Schedules sets forth the Proprietary Rights that are owned, held or licensed by WTSB. Except as set forth on Schedule 4.16, WTSB has not received within the past three (3) years any notice of infringement of or conflict with the rights of others with respect to the use by WTSB of Proprietary Rights, and there is no claim or action by any such Person pending or, to the Knowledge of WTSB, threatened, with respect thereto.

Section 4.17	Loan Portfolio.

(a) As of March 31, 2019, WTSB is not a party to any written or oral (i) loan, loan agreement, note or borrowing arrangement (including leases, credit enhancements, commitments, guarantees and interest-bearing assets) (collectively, “Loans”) in which WTSB is a creditor which as of March 31, 2019, under the terms of which the obligor was, as of March 31, 2019, over ninety (90) calendar days or more delinquent in payment of principal or interest, or (ii) Loans with any director, executive officer or five percent (5%) or greater Shareholder, or to the Knowledge of WTSB, any Affiliate of any of the foregoing. WTSB has also furnished to SPFI a list of all such Loans made or committed to be made between March 31, 2019 and the Execution Date.

(b) Set forth on Schedule 4.17(b) of the Disclosure Schedules is a true, correct and complete list of (i) all of the Loans of WTSB that, as of March 31, 2019, were classified by WTSB as “Special Mention,” “Substandard,” “Doubtful,” “Loss,” “Classified,” “Watch List” or words of similar import, together with the principal amount of and accrued and unpaid interest on each such Loan and the identity of the borrower thereunder, together with the aggregate principal amount of and accrued and unpaid interest on such Loans, by category of Loan (e.g., commercial, consumer, etc.), together with the aggregate principal amount of such Loans by category and (ii) each asset of WTSB that, as of March 31, 2019, is classified as “Other Real Estate Owned” and the book value thereof. WTSB has also furnished to SPFI a list of all such Loans made to be made between March 31, 2019 and the Execution Date.

(c) All evidences of indebtedness that are reflected as assets of WTSB are (i) evidenced by notes, agreements or other evidences of indebtedness that are true, genuine and what they purport to be, (ii) legal, valid and binding obligations of the respective obligors thereof, enforceable in accordance with their respective terms (except as limited by the Bankruptcy Exception), (iii) not subject to any asserted or, to the Knowledge of WTSB, threatened, defenses, offsets or counterclaims that may reasonably be asserted against WTSB or the present holder thereof, and (iv) secured by valid charges, mortgages, pledges, security interests, restrictions, claims, liens or encumbrances, as applicable, which have been perfected.
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(d) To the Knowledge of WTSB, each outstanding Loan of WTSB (including Loans held for resale to investors) was solicited and originated, and is and has been administered and, where applicable, serviced, and the relevant Loan files are being maintained, in accordance with the relevant notes or other credit or security documents, the written underwriting standards of WTSB (and, in the case of Loans held for resale to investors, the underwriting standards, if any, of the applicable investors) and with all applicable Laws. WTSB has not entered into any oral modifications or amendments or additional agreements related to the Loans that are not reflected in its records. To the Knowledge of WTSB, there is no valid claim or defense to the enforcement of any Loan and none has been asserted, and, to the Knowledge of WTSB, there are no acts or omissions that would give rise to any claim or right of rescission, set off, counterclaim or defense.

(e) WTSB has furnished or made available to SPFI and City Bank true, correct and complete copies of all of its credit and collateral files as of March 31, 2019. The credit and collateral files of WTSB contain all material information (excluding general, local or national industry, economic or similar conditions) known to WTSB that is reasonably required to evaluate, in accordance with generally prevailing practices in the banking industry, the collectability of the Loan portfolio of WTSB (including Loans that will be outstanding if it advances funds it is obligated to advance), except for items identified on WTSB’s internal exception list dated as of March 31, 2019 which has been made available to SPFI. WTSB has also furnished to SPFI a list of all Loans made or committed to be made between March 31, 2019 and the Execution Date.

(f) None of the agreements pursuant to which WTSB has sold Loans or pools of Loans or participations in Loans or pools of Loans contains any obligation to repurchase such Loans or interests therein solely on account of a payment default by the obligor on any such Loan.

(g) WTSB is not now and has not been since January 1, 2018, subject to any fine, suspension, settlement or other administrative sanction by, or any reduction in any loan purchase commitment from, any Governmental Authority relating to the origination, sale or servicing of mortgage or consumer Loans.

Section 4.18 Allowance for Loan and Lease Losses. WTSB’s ALLL as reflected in each of (a) the latest balance sheet included in the Financial Statements and (b) the balance sheet as of December 31, 2018 included in the Financial Statements, were, in the opinion of management of WTSB, as of each of the dates thereof, in compliance in all material respects with WTSB’s existing methodology for determining the adequacy of its ALLL as well as the standards established by applicable Governmental Authorities, the Financial Accounting Standards Board and GAAP.

Section 4.19 Deposits. Except as disclosed on Schedule 4.19 of the Disclosure Schedules, no deposit of WTSB (a) is a “brokered” deposit (as such term is defined in 12 C.F.R. § 337.6(a)(2)); (b) was acquired through a deposit listing service; or (c) is subject to any encumbrance, legal restraint or other legal process (other than garnishments, pledges, set off rights, escrow limitations and similar actions taken in the Ordinary Course of Business).
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Section 4.20	Investment Securities and Commodities.

(a) WTSB has good title to all securities and commodities owned by it (except those sold under repurchase agreements), free and clear of any Lien, except to the extent such securities or commodities are pledged in the Ordinary Course of Business to secure obligations of WTSB. Such securities and commodities are valued on the books of WTSB in accordance with GAAP in all material respects.

(b) WTSB employs investment, securities, commodities, risk management and other policies, practices and procedures that WTSB believes are prudent and reasonable in the context of such business and operations. Prior to the date of this Agreement, WTSB has made available to SPFI the material terms of such policies, practices and procedures.

(c) WTSB has furnished to SPFI and City Bank a true, correct and complete list of all Investment Securities owned by WTSB, as of March 31, 2019 and as of June 30, 2019, as well as any purchases or sales of such securities and commodities between March 31, 2018 to and including March 31, 2019, reflecting with respect to all such securities, whenever purchased or sold, descriptions thereof, CUSIP numbers, designations as securities “available for sale” or securities “held to maturity” (as those terms are used in ASC 320), book values, fair values and coupon rates, and any gain or loss with respect to any such securities or commodities sold during such time period between March 31, 2018 to and including March 31, 2019. Except as disclosed on Schedule 4.20 of the Disclosure Schedules, WTSB does not own any of the outstanding equity of any savings bank, savings and loan association, savings and loan holding company, credit union, bank or bank holding company, insurance company, mortgage or loan broker or any other financial institution.

Section 4.21	Risk Management Instruments.

(a) Schedule 4.21(a) of the Disclosure Schedules sets forth a list of all interest rate swaps, caps, floors, option agreements, futures, forward contracts and other similar derivative transactions and risk management arrangements (each a “Derivative Transactions”) entered into as of the date of this Agreement for the account of WTSB or for the account of a customer of WTSB. All Derivative Transactions, whether entered into for the account of WTSB or for the account of a customer of WTSB, were entered into in the Ordinary Course of Business and in accordance with prudent banking practice and in compliance with applicable Laws in all material respects and other policies, practices and procedures employed by WTSB, as applicable, and are legal, valid and binding obligations of WTSB enforceable against it in accordance with their terms (except as such enforcement may be limited by the Bankruptcy Exception), and are in full force and effect.

(b) WTSB has duly performed, in all material respects, all of its obligations under each of the Derivative Transactions to the extent required, and, to the Knowledge of WTSB, there are no breaches, violations or defaults or allegations or assertions of such by any party thereunder.
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(c) The financial position of WTSB under or with respect to each such Derivative Transaction has been reflected in the books and records of WTSB in accordance with GAAP.

Section 4.22	Employee Relationships.

(a) Schedule 4.22 of the Disclosure Schedules contains a list of (i) each employee of WTSB, and indicates for each such employee, as of the Execution Date, (ii) whether such employee is full-time, part-time or on temporary status, (iii) whether such employee is classified by WTSB as an exempt or non-exempt employee under the Fair Labor Standards Act or applicable state Law, (iv) whether the employee is a salaried or hourly employee, (v) the employee’s annual salary, wages and/or any other compensation arrangement (including compensation payable or for which such employee may be eligible pursuant to bonus, incentive, deferred compensation or commission arrangements), (vi) the number of hours of PTO, vacation time, and/or sick time that the employee has accrued but not used as of the date hereof and the aggregate dollar amount thereof, (vii) the date of commencement of the employee’s employment, (viii) the employee’s position and/or title, (ix) whether such employee is on a leave of absence, and (xi) whether such employee has any contract, Employee Plan or similar arrangement with WTSB providing that the employee is other than an employee at-will.

(b) WTSB is in compliance in all material respects with all applicable Laws relating to employment and employment practices and/or the engagement of independent contractors, including but not limited to those Laws relating to the classification of employees as exempt or non-exempt employees or the classification of workers as independent contractors, calculation and payment of wages (including overtime pay, maximum hours of work and child labor restrictions), equal employment opportunity (including Laws prohibiting discrimination and/or harassment or requiring accommodation on the basis of race, color, national origin, religion, gender, disability, age, sexual orientation or any other protected characteristic under any federal, state or local Law), protected leaves of absence (including leave under the Family Medical Leave Act), the protection of whistleblowers, affirmative action and other hiring practices, immigration, occupational safety and health, workers compensation, unemployment insurance, the payment of social security and other employment Taxes, the protection of confidential information, and/or unfair labor practices under the National Labor Relations Act or applicable state Law, and WTSB does not have Knowledge of any threatened Proceedings relating to employment and employment practices and/or the engagement of independent contractors.

(c) To the Knowledge of WTSB, no key executive officer or manager of any of the operations of WTSB or any group of employees of WTSB has or have any present plans to terminate his, her or their respective employment with WTSB.
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(d) WTSB has paid in full all wages, salaries, commissions, bonuses, and other compensation currently due and payable to its employees under any policy, practice, agreement, plan, program, statute or other Law.

(e) (i) There is no pending or, to WTSB’s Knowledge, threatened legal proceeding involving WTSB, on the one hand, and any present or former employee(s) of WTSB on the other hand, and (ii) to WTSB’s Knowledge, no other Person has threatened in writing any Proceeding against WTSB (or, to WTSB’s Knowledge, against any officer, director or employee of WTSB) relating to the employment of employees or former employees of WTSB, including any such Proceeding arising out of any Law relating to wages, collective bargaining, discrimination in employment or employment practices or occupational safety and health standards (including, without limitation, the Fair Labor Standards Act, Title VII of the Civil Rights Act of 1964, as amended, the Occupational Safety and Health Act, the Age Discrimination in Employment Act of 1967, the Americans with Disabilities Act or the Family and Medical Leave Act).

(f) No WTSB employee is covered by any collective bargaining agreement, and no collective bargaining agreement is being negotiated. Within the last five (5) years, WTSB has not experienced and, to the Knowledge of WTSB, there has not been threatened, any strike, work stoppage, slowdown, lockout, picketing, leafleting, boycott, other labor dispute, union organization attempt, demand for recognition from a labor organization or petition for representation under the National Labor Relations Act or applicable state Law. No grievance, demand for arbitration or arbitration proceeding arising out of or under any collective bargaining agreement is pending or, to the Knowledge of WTSB, threatened.

Section 4.23 Condition of Assets. All tangible assets used by WTSB are in good operating condition, ordinary wear and tear excepted, and comply, in all material respects, with all applicable Laws, whether federal, state or local. None of WTSB’s premises or equipment is in need of maintenance or repairs other than ordinary routine maintenance or repairs that are not material in nature or cost.

Section 4.24	Environmental Compliance.

(a) WTSB and its operations and Properties are in material compliance with all Environmental Laws. WTSB is not aware of, nor has WTSB received notice of, any past, present, or future conditions, events, activities, practices or incidents that may interfere with or prevent the material compliance of WTSB with all Environmental Laws.

(b) WTSB has obtained all material permits, licenses and authorizations that are required under all Environmental Laws.

(c) No Hazardous Materials exist on or within any of the Properties, nor to WTSB’s Knowledge have any Hazardous Materials previously existed on or within or been used, generated, stored, transported, disposed of, on or released from any of the Properties. To WTSB’s Knowledge, the use that WTSB makes and intends to make of the Properties will not result in the use, generation, storage, transportation, accumulation, disposal or release of any Hazardous Material on, in or from any of the Properties.
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(d) There is no action, suit, proceeding, investigation, or inquiry before any court, administrative agency or other Governmental Authority pending or to WTSB’s Knowledge threatened against WTSB relating in any way to any Environmental Law. WTSB has no liability for remedial action under any Environmental Law. WTSB has not received any request for information by any Governmental Authority with respect to the condition, use or operation of any of the Properties nor has WTSB received any notice of any kind from any Governmental Authority or other Person with respect to any violation of or claimed or potential liability of any kind under any Environmental Law.

Section 4.25 Absence of Certain Business Practices. None of WTSB, any of its respective officers, employees or agents, or, to the Knowledge of WTSB, any other Person acting on its behalf, has, directly or indirectly, since January 1, 2018, given or agreed to give any gift or similar benefit to any customer, supplier, governmental employee or other Person who is or may be in a position to help or hinder the business of WTSB (or assist WTSB in connection with any actual or proposed transaction) that (a) may reasonably be expected to subject WTSB to any damage or penalty in any civil, criminal or governmental Proceeding,

(b) if not given in the past, such failure to pay could reasonably have been expected to result in a Material Adverse Change to WTSB, or (c) if not continued in the future, such failure to pay could reasonably be expected to result in a Material Adverse Change to WTSB.

Section 4.26 Books and Records. The minute books, stock certificate books and stock transfer ledgers of WTSB and, when such entity existed, WTSB Parent (a) have been kept accurately in the Ordinary Course of Business and in compliance in all material respects with applicable Laws and good corporate governance practices, (b) are complete and correct in all material respects, (c) the transactions entered therein represent bona fide transactions, and (d) do not fail to reflect any material transactions involving the business of WTSB or WTSB Parent, as applicable, that properly should have been set forth therein and that have not been accurately so set forth.

Section 4.27	Internal Controls.	WTSB maintains an adequate system of internal accounting controls that provide reasonable assurance that

(a) transactions are executed with management’s authorization; (b) transactions are recorded as necessary to permit preparation of the financial statements of WTSB and to maintain accountability for WTSB’s assets; (c) access to WTSB’s assets is permitted only in accordance with management’s authorization; (d) the reporting of WTSB’s assets is compared with existing assets at regular intervals; and (e) extensions of credit and other receivables are recorded accurately, and proper and adequate procedures are implemented to effect the collection thereof on a current and timely basis. None of WTSB’s systems, controls, data or information are recorded, stored, maintained, operated or otherwise wholly or partly dependent on or held by any means (including any electronic, mechanical or photographic process, whether computerized or not) which (including all means of access thereto and therefrom) are not under the exclusive ownership and direct control of WTSB or its accountants and consultants, except as would not reasonably be expected to have a materially adverse effect on the system of internal accounting controls described in the preceding sentence.

Section 4.28 Forms of Instruments, Etc. WTSB has made and will make available to SPFI copies of all of its standard forms of notes, mortgages, deeds of trust, customer agreements, policies and other routine documents of a like nature used on a regular and recurring basis in the Ordinary Course of Business.
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Section 4.29 Fiduciary Responsibilities. WTSB has performed in all material respects all of its duties as a trustee, custodian, guardian or as an escrow agent in a manner that complies in all material respects with all applicable laws, regulations, orders, agreements, instruments and common law standards.

Section 4.30 Guaranties. Except for items in the process of collection in the Ordinary Course of Business, none of the obligations or liabilities of WTSB are guaranteed by any other Person, nor, except in the Ordinary Course of Business, according to prudent business practices and in compliance with applicable law, has WTSB guaranteed the obligations or liabilities of any other Person.

Section 4.31	Employee Benefit Plans.

(a) Set forth on Schedule 4.31(a) of the Disclosure Schedules is a complete and correct list of all “employee benefit plans” (as defined in the Employee Retirement Income Security Act of 1974, as amended (“ERISA”)), and all other material bonus, incentive, compensation, deferred compensation, profit sharing, stock option, phantom stock, stock appreciation right, stock bonus, stock purchase, employee stock ownership, savings, severance, supplemental unemployment, layoff, salary continuation, retirement, pension, health, life insurance, disability, group insurance, vacation, holiday, sick leave, fringe benefit or welfare plan or any other similar plan, agreement, policy or understanding that (i) are sponsored, maintained or contributed to by WTSB, or with respect to which WTSB currently has or may have any material liability or contingent liability, and (ii) provide benefits to any officer, director, individual independent contractor, employee, former officer, former director or former employee of WTSB, or the dependents, beneficiaries or spouses of any such person, regardless of whether funded (the “Employee Plans”).

(b) WTSB has made available to SPFI and City Bank true, correct and complete copies of: (i) the most recent determination letter, if any, received from the IRS regarding each Employee Plan; (ii) all pending applications, if any, for rulings, determinations, opinions, no-action letters and the like filed with any Governmental Authority (including the Departments of Labor, IRS, Pension Benefit Guaranty Corporation and the SEC); (iii) the financial statements for each Employee Plan for the most recent Employee Plan years (in audited form if required by ERISA) and, where applicable, Annual Report/Return (Form 5500) with schedules, if any, and attachments for each Employee Plan; (iv) if required, the most recently prepared actuarial valuation report for each Employee Plan; and (v) plan documents and all amendments thereto (whether written or unwritten) and trust agreements, insurance contracts or other funding arrangements with respect to each Employee Plan, if any.

(c) No Employee Plan is a defined benefit plan within the meaning of ERISA §3(35) or is otherwise subject to ERISA Title IV, and WTSB has not sponsored, contributed to, been liable for or otherwise maintained such a plan.
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(d) There have been no prohibited transactions (as defined in Section 4975(c)(1) of the Code), breaches of fiduciary duty or any other breaches or violations of any Law applicable to the Employee Plans that would subject WTSB or any Employee Plan to any material taxes, penalties, or other liabilities. All Employee Plans are in compliance in all material respects in form and operation with all applicable Laws, including ERISA and the Code. All WTSB Employee Plans have been administered in all material respects in accordance with their terms.

(e) Each Employee Plan that is represented to be qualified under Section 401(a) of the Code has received a favorable determination letter from the Internal Revenue Service or is maintained pursuant to a pre-approved plan document and entitled to rely on such document provider’s opinion letter from the Internal Revenue Service, and WTSB is not aware of any circumstances likely to result in revocation of any such favorable determination letter or loss of reliance on a favorable opinion letter.

(f) No Employee Plan is invested in or provides the opportunity for the purchase of any employer security (within the meaning of Section 407(d) of ERISA).

(g) There are no pending claims, lawsuits or actions relating to any Employee Plan (other than ordinary course claims for benefits) and, to WTSB’s Knowledge, none are threatened.

(h) No Employee Plan provides post-retirement or post-employment medical benefits or coverage to any current or former officer, director, or employee of WTSB or any spouse or dependent of any such Person, except as required by Section 4980B of the Code, Party 6 of Subtitle B of Title I of ERISA or any similar state or local Law.

(i) Except as set forth on Schedule 4.31(i) of the Disclosure Schedules or as contemplated by this Agreement, neither the execution of this Agreement nor the consummation of any of the transactions contemplated by this Agreement will (i) entitle any current or former WTSB Employee to retention bonuses, parachute payments, non-competition payments, unemployment compensation, severance pay or any increase in severance pay upon any termination of employment or any other payment, (ii) accelerate the time of payment or vesting (except as required by Law) or trigger any payment or funding (through a grantor trust or otherwise) of compensation or benefits under, increase the amount payable or trigger any other obligation pursuant to, any of the WTSB Employee Plans, (iii) result in any breach or violation of, or a default under, any of the WTSB Employee Plans, (iv) result in any payment of any amount that would, individually or in combination with any other such payment, be an excess “parachute payment” to a “disqualified individual” as those terms are defined in Section 280G of the Code (taking into account Sections 280G(b)(4) and 280G(b)(5) of the Code), or (v) limit or restrict the right of SPFI or, after the consummation of the transactions contemplated hereby, WTSB or any of their Subsidiaries, to merge, amend or terminate any of the WTSB Employee Plans.

(j) Each Employee Plan can be amended or terminated in accordance with its terms (whether before or after Closing) and without any penalty, liability or expense to WTSB, SPFI, City Bank, any of their respective Subsidiaries or Affiliates or such Employee Plan, other than accrued benefits through the date of the amendment or termination and administrative expenses of the type typically incurred in the termination of similar employee benefit plans.
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Section 4.32 Mortgage Banking Business. WTSB is not currently engaged in the business of residential mortgage banking. With respect to residential mortgage loans remaining in the portfolio of WTSB, WTSB has complied, in all material respects, with applicable federal, state and local laws, rules and regulations and the terms and provisions of any mortgage or other collateral documents and other loan documents with respect to each residential mortgage loan, except such noncompliance that, individually or in the aggregate, has not caused, nor is reasonably likely to cause, a Material Adverse Change to WTSB.

Section 4.33 Community Reinvestment Act. WTSB is in material compliance with the Community Reinvestment Act (12 U.S.C. § 2901 et seq.) (the “CRA”) and all regulations issued thereunder. WTSB has a rating of not less than “satisfactory” as of its most recent CRA compliance examination, and WTSB has no Knowledge of any reason why WTSB would not receive a rating of “satisfactory” or better in its next CRA compliance examination or why any Governmental Authority may seek to restrain, delay or prohibit the transactions contemplated hereby as a result of any act or omission of WTSB under the CRA.

Section 4.34 Fair Housing Act, Home Mortgage Disclosure Act and Equal Credit Opportunity Act. WTSB is in material compliance with the Fair Housing Act (42 U.S.C. § 3601 et seq.), the Home Mortgage Disclosure Act (12 U.S.C. § 2801 et seq.) and the Equal Credit Opportunity Act (15 U.S.C. § 1691 et seq.) and all regulations issued thereunder. WTSB has not received any notice of any violation of those acts or any of the regulations issued thereunder, and WTSB has not received any notice of, nor has any Knowledge of, any threatened administrative inquiry, proceeding or investigation with respect to WTSB’s non-compliance with such acts.

Section 4.35 Consumer Compliance Laws. All loans of WTSB have been made in material compliance with all applicable statutes and regulatory requirements at the time of such loan or any renewal thereof, including, but not limited to, Regulation Z (12 C.F.R. § 226 et seq.), the Federal Consumer Credit Protection Act (15 U.S.C. § 1601 et seq.), and all statutes governing the operation of a Texas state bank. Each loan on the books of WTSB was made in the ordinary course of its business.

Section 4.36 Bank Secrecy Act, Foreign Corrupt Practices Act and USA Patriot Act. WTSB is in material compliance with the Bank Secrecy Act (12 U.S.C. §§ 1730(d) and 1829(b)), the United States Foreign Corrupt Practices Act and the International Money Laundering Abatement and Anti-Terrorist Financing Act, otherwise known as Title III of the USA PATRIOT Act, and all regulations issued thereunder, and WTSB has properly certified all foreign deposit accounts and has made all necessary Tax withholdings on all of its deposit accounts; furthermore, WTSB has timely and properly filed and maintained all requisite Currency Transaction Reports and other related forms, including any requisite Custom Reports required by any agency of the United States Treasury Department, including the IRS. WTSB has timely filed all Suspicious Activity Reports with the Financial Crimes Enforcement Network of the U.S. Department of the Treasury required to be filed by it under the laws and regulations referenced in this Section.
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Section 4.37 Data Privacy. WTSB has in place commercially reasonable data protection and privacy policies and procedures to protect, safeguard and maintain the confidentiality, integrity and security of (i) their information technology systems and (ii) all information, data and transactions stored or contained therein or transmitted thereby, including personally identifiable information, financial information, and credit card data (as such information or terms are defined and/or regulated under applicable laws, policies, agreements, and guidelines of any Governmental Authority) (the “WTSB Data”), against any unauthorized or improper use, access, transmittal, interruption, modification or corruption, except where the failure to have in place such policies and procedures has not had and would not, either individually or in the aggregate, reasonably be expected to result in a Material Adverse Change to WTSB. WTSB is in compliance with applicable federal and state confidentiality and data security laws, policies, agreements, and guidelines of any Governmental Authority or Regulatory Agency including, without limitation, Title V of the Gramm-Leach-Bliley Act of 1999 and regulations promulgated thereunder, as well as the provisions of the information security program adopted by WTSB pursuant to 12 C.F.R. Part 364, and all industry standards applicable to the WTSB Data, including card association rules and the payment card industry data security standards, except where such failure to be in compliance has not had and would not, either individually or in the aggregate, reasonably be expected to result in a Material Adverse Change to WTSB. There currently are not any, and since December 31, 2015, have not been any, pending or, to the Knowledge of WTSB, threatened, claims or written complaints that, either individually or in the aggregate, could reasonably be expected to result in a Material Adverse Change to WTSB, with respect to unauthorized access to or breaches of the security of (i) any of WTSB’s information technology systems or (ii) WTSB Data or any other such information collected, maintained or stored by or on behalf of WTSB (or any unlawful acquisition, use, loss, destruction, compromise or disclosure thereof).

Section 4.38 WTSB Information. The information relating to WTSB which is provided by WTSB or its representatives for inclusion in the proxy statement in definitive form relating to the meeting of the Shareholders to be held in connection with this Agreement and the transactions contemplated hereby (including any amendments or supplements thereto, the “Proxy Statement”) or in any other document filed with any other Regulatory Agency in connection herewith, will not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements in such information, in light of the circumstances in which they are made, not misleading.

Section 4.39 Dissenting Shareholders. To the Knowledge of WTSB, there is no plan or intention on the part of any Shareholders of WTSB to exercise their dissenters’ rights in the manner provided by applicable Law.

Section 4.40 Business Combination. This Agreement and the transactions contemplated hereby are exempt from the requirements of Subchapter M of Chapter 21 of the TBOC and any other applicable state takeover Law or state Law that purports to limit or restrict business combinations or the ability to acquire or vote shares.

Section 4.41 Fairness Opinion. Before the execution of this Agreement, WTSB has received a written opinion from Piper Jaffray & Co. that, subject to the terms, conditions and qualifications set forth therein, as of the date thereof, the consideration to be received by the Shareholders pursuant to this Agreement is fair to such Shareholders from a financial point of view. Such opinion has not been amended or rescinded.

29
[image: ]

Section 4.42 Brokerage Fees and Commissions. Schedule 4.42 of the Disclosure Schedules includes a list of agent, representative or broker that have represented or will represent WTSB in connection with the transactions described in this Agreement.

Section 4.43 Regulatory Approvals. WTSB is not aware of any circumstance regarding WTSB that would be reasonably likely to materially impede or delay the receipt of all Required Approvals necessary to consummate the Merger in a timely manner.

Section 4.44 Representations Not Misleading. No representation or warranty by WTSB contained in this Agreement contains or will contain on the Closing Date any untrue statement of a material fact or omits or will omit on the Closing Date to state a material fact necessary to make the statements contained herein, in light of the circumstances under which they were made, not misleading. To the Knowledge of WTSB, all written statements, exhibits, schedules, and other documents furnished to SPFI by WTSB as part of the due diligence for this Agreement are accurate in all material respects.

ARTICLE V

REPRESENTATIONS AND WARRANTIES OF SPFI, MERGER SUB AND CITY BANK

SPFI, Merger Sub and City Bank hereby represent and warrant to WTSB as follows:

Section 5.01	Organization.

(a) SPFI is a registered bank holding company under the Bank Holding Company Act of 1956, as amended (the “BHC Act”). SPFI is a corporation duly organized, validly existing and in good standing under the Laws of the State of Texas. SPFI has all requisite corporate power and authority to own or lease its properties and assets and to carry on its business as it is now being conducted and is duly qualified to do business and is in good standing in all jurisdictions where its ownership or leasing of property or the conduct of its business requires it to be so qualified except where the failure to be so qualified or in good standing would not reasonably be expected to result in a Material Adverse Change to SPFI. True and complete copies of the Certificate of Formation and bylaws of SPFI, as amended to date, have been made available to WTSB.

(b) City Bank is a Texas banking association, duly organized, validly existing and in good standing under the Laws of the State of Texas and the United States. City Bank has all requisite corporate power and authority to carry on its business as now being conducted, to own, lease and operate its properties and assets as now owned, leased or operated and to enter into and to carry on the business and activities now conducted by it. True and complete copies of the Certificate of Formation and bylaws of City Bank, as amended to date, have been made available to WTSB. City Bank is an insured bank as defined in the FDIA.
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(c) Merger Sub is a Texas corporation, duly organized, validly existing and in good standing under the Laws of the State of Texas and the United States. Merger Sub has all requisite corporate power and authority to carry on its business as now being conducted, to own, lease and operate its properties and assets as now owned, leased or operated and to enter into and to carry on the business and activities now conducted by it. True and complete copies of the Certificate of Formation and bylaws of Merger Sub, as amended to date, have been made available to WTSB.

Section 5.02	Capitalization.

(a) The entire authorized capital stock of SPFI consists of 30,000,000 shares of common stock, par value $1.00 per share, of which 17,978,520 are outstanding as of the date of this Agreement, and 1,000,000 shares of preferred stock, par value $1.00 per share, none of which are outstanding as of the date of this Agreement. There are no outstanding equity securities of any kind or character, outstanding subscriptions, options, convertible securities, rights, warrants, calls or other agreements or commitments of any kind issued or granted by, or binding upon SPFI to purchase or otherwise acquire any security of or equity interest in SPFI, obligating SPFI to issue any shares of, restricting the transfer of or otherwise relating to its capital of any class. All of the issued and outstanding common shares of SPFI have been duly authorized, validly issued and are fully paid and nonassessable, and have not been issued in violation of the preemptive rights of any Person. All of the issued and outstanding common shares of SPFI have been issued in compliance with the securities laws of the United States and other applicable jurisdictions. There are no restrictions applicable to the payment of dividends or distributions on the issued and outstanding common shares of SPFI except pursuant to applicable laws and regulations, and all dividends or distributions declared before the date of this Agreement have been paid.

(b) All of the outstanding shares of capital stock or other securities evidencing ownership of City Bank are duly authorized, validly issued, fully paid and nonassessable and have not been issued in violation of the preemptive rights of any Person and have been issued in material compliance with applicable securities Laws. SPFI is the sole beneficial and record owner of all of the issued and outstanding shares of capital stock of City Bank, free and clear of all Liens of any kind or character and no other Person has any equity or other ownership interest in City Bank.

(c) All of the outstanding shares of capital stock or other securities evidencing ownership of Merger Sub are duly authorized, validly issued, fully paid and nonassessable and have not been issued in violation of the preemptive rights of any Person and have been issued in material compliance with applicable securities Laws. SPFI is the sole beneficial and record owner of all of the issued and outstanding shares of capital stock of Merger Sub, free and clear of all Liens of any kind or character and no other Person has any equity or other ownership interest in Merger Sub.

Section 5.03	Execution and Delivery.

(a) SPFI has full corporate power and authority to execute and deliver this Agreement and the other agreements to which SPFI is a party that are contemplated by this Agreement and to consummate the transactions contemplated hereby and thereby. The execution and delivery of this Agreement and the other agreements to which SPFI is a party that are contemplated by this Agreement and the consummation of the transactions contemplated hereby and thereby have been duly and validly approved by the board of directors of SPFI (the “SPFI Board”).
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(b) City Bank has full corporate power and authority to execute and deliver this Agreement and the other agreements to which City Bank is a party that are contemplated by this Agreement and to consummate the transactions contemplated hereby and thereby. The execution and delivery of this Agreement and the other agreements to which City Bank is a party that are contemplated by this Agreement and the consummation of the transactions contemplated hereby and thereby have been duly and validly approved by the board of directors of City Bank.

(c) Merger Sub has full corporate power and authority to execute and deliver this Agreement and the other agreements to which Merger Sub is a party that are contemplated by this Agreement and to consummate the transactions contemplated hereby and thereby. The execution and delivery of this Agreement and the other agreements to which Merger Sub is a party that are contemplated by this Agreement and the consummation of the transactions contemplated hereby and thereby have been duly and validly approved by the board of directors of Merger Sub.

(d) This Agreement and the other agreements and documents contemplated hereby to which SPFI, Merger Sub or City Bank is a party have been, or at Closing will be, duly and validly executed and delivered to WTSB, and each constitutes or at Closing will constitute a valid and binding obligation of SPFI, Merger Sub or City Bank, as applicable, enforceable against SPFI, Merger Sub or City Bank, as applicable, in accordance with its terms and conditions, except as enforceability may be limited by the Bankruptcy Exception.

Section 5.04	Compliance with Laws, Permits and Instruments.

(a) SPFI, Merger Sub and City Bank have in all material respects performed and abided by all obligations required to be performed by it to the date hereof, and has complied with, and are in compliance with, and are not in default (and with the giving of notice or the passage of time will not be in default) under, or in violation of, (i) any provision of the respective Certificates of Formation or the bylaws of SPFI, Merger Sub and City Bank, as applicable, or (ii) any material provision of any mortgage, indenture, lease, contract, agreement or other instrument applicable to SPFI, Merger Sub, City Bank or their respective assets, operations, properties or businesses. SPFI is in material compliance with all applicable listing and corporate governance rules of the NASDAQ.

(b) SPFI, Merger Sub and City Bank have complied in all material respects with and are not in material default or violation under any applicable law, statute, order, rule, regulation, policy and/or guideline of any Governmental Authority relating to SPFI, Merger Sub or City Bank, including, as applicable, all banking Laws. None of SPFI, Merger Sub or City Bank has had nor suspected any material incidents of fraud or defalcation involving SPFI, Merger Sub City Bank or any of their respective officers, directors or Affiliates during the last two (2) years. Each of SPFI and City Bank has timely and properly filed and maintained all requisite Currency Transaction Reports and Suspicious Activity Reports and has properly monitored transaction activity (including wire transfers). City Bank is designated as an intermediate small bank for purposes of the Community Reinvestment Act and has a Community Reinvestment Act rating of “satisfactory.”
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(c) SPFI, Merger Sub and City Bank have filed all reports, registrations and statements, together with any amendments required to be made thereto, that are required to be filed with the FDIC, the TDB, or any other Governmental Authority having supervisory jurisdiction over SPFI, Merger Sub and City Bank, and such reports, registrations and statements as finally amended or corrected, are true and correct in all material respects. Except for normal examinations conducted by bank Regulatory Agencies in the Ordinary Course of Business or as set forth in Schedule 5.04(c), no Governmental Authority has initiated any proceeding or, to SPFI’s and City Bank’s Knowledge, investigation into the business or operations of SPFI, City Bank or their respective subsidiaries. There is no material unresolved violation, criticism or exception by any bank Regulatory Agency with respect to any report relating to any examinations of SPFI, Merger Sub or City Bank. SPFI is “well capitalized” (as that term is defined in 12 C.F.R. § 225.2(r)) and “well managed” (as that term is defined is 12 C.F.R. § 225.2(s)). City Bank is “well capitalized” (as that term is defined in 12 C.F.R. § 325.103(b)(1)).

Section 5.05 Litigation. None of SPFI, Merger Sub or City Bank are parties to any, and there are no pending or, to the Knowledge of SPFI, threatened, Proceedings of any nature against SPFI, Merger Sub or City Bank which are reasonably likely, individually or in the aggregate, to result in a Material Adverse Change to SPFI, nor, to the Knowledge of SPFI, is there any basis for any Proceeding against SPFI, Merger Sub or City Bank that could be reasonably likely, individually or in the aggregate, to result in a Material Adverse Change to SPFI. There is no injunction, order, judgment or decree in effect with respect to SPFI, Merger Sub or City Bank or the assets or properties of SPFI, Merger Sub or City Bank that has resulted in, or is reasonably likely to result in, a Material Adverse Change to SPFI.

Section 5.06	Governmental Consents and Approvals.

(a) Except for the notices to and approvals from the FDIC and TDB, no approval, consent, order or authorization of, or registration, declaration or filing with, any Governmental Authority is required on the part of SPFI, Merger Sub or City Bank in connection with the execution, delivery or performance of this Agreement or the agreements contemplated hereby, or the consummation by SPFI, Merger Sub or City Bank of the transactions contemplated hereby or thereby.

(b) As of the Execution Date, SPFI is “well capitalized” as defined by federal regulations. City Bank has a Community Reinvestment Act rating of “satisfactory”. SPFI is not aware of any circumstance regarding SPFI or City Bank that would be reasonably likely to materially impede or delay SPFI’s ability to obtain all Required Approvals necessary to consummate the Merger in a timely manner.
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(c) To the Knowledge of SPFI, there are no facts or circumstances that would reasonably be expected to cause SPFI or City Bank to be considered to be operating in violation, in any material respect, of the Bank Secrecy Act of 1970, as amended, the USA PATRIOT Act, any order issued with respect to anti-money laundering by the United States Department of the Treasury’s Office of Foreign Assets Control or any other applicable anti-money laundering Law.

Section 5.07	SEC Filings; Financial Statements; Call Reports.

(a) SPFI has timely filed all material reports and statements, together with any amendments required to be made with respect thereto, that it has been required to file with the SEC pursuant to the Securities Exchange Act of 1934, as amended (the “Exchange Act”) since its initial public offering (the “SPFI Reports”). As of their respective dates, each of such reports and statements, (or if amended, as of the date so amended), were true and correct and complied in all material respects with the relevant statutes, rules and regulations enforced or promulgated by the SEC and such reports did not contain any untrue statement of a material fact or omit to state a material fact necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading.

(b) The financial statements of SPFI and its Subsidiaries included (or incorporated by reference) in the SPFI Reports (including the related notes, where applicable) and such financial statements prepared by SPFI after the date of this Agreement (i) have been, or will be, prepared from, and in accordance with, the books and records of SPFI and its Subsidiaries (except as may be disclosed therein), (ii) fairly present, or will fairly present, in all material respects the consolidated results of operations, cash flows, changes in Shareholders’ equity and consolidated financial position of SPFI and its Subsidiaries for the respective fiscal periods or as of the respective dates therein set forth (subject in the case of unaudited statements to year-end audit adjustments normal in nature and amount and the omission of notes to the extent permitted by Regulation S-X of the SEC), (iii) complied as of their respective dates of filing with the SEC, in all material respects with applicable accounting requirements and with the published rules and regulations of the SEC with respect thereto, and (iv) have been prepared in accordance with GAAP consistently applied during the periods involved, except, in each case, as indicated in such statements or in the notes thereto.

(c) Neither SPFI nor any of its Subsidiaries has any liability of any material nature whatsoever (whether absolute, accrued, contingent or otherwise and whether due or to become due), except for those liabilities that are reflected or reserved against on the consolidated balance sheet of SPFI included in its Registration Statement on Form S-1, as effective May 8, 2019 and for liabilities incurred in the Ordinary Course of Business since that filing, or in connection with this Agreement and the transactions contemplated hereby.

Section 5.08 SPFI Information. The information relating to SPFI and its Subsidiaries to be contained in the Proxy Statement, and the information relating to SPFI and its Subsidiaries that is provided by SPFI or its representatives for inclusion in any other document filed with any other Regulatory Agency in connection herewith, will not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements therein, in light of the circumstances in which they are made, not misleading.
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Section 5.09 Absence of Certain Changes. Except as otherwise disclosed in reports filed with the SEC prior to the date hereof, there has not been any Material Adverse Change with respect to SPFI or its Subsidiaries since March 31, 2019, nor to the Knowledge of SPFI, has any event occurred that has resulted in, or has a reasonable probability of resulting in the future in, a Material Adverse Change with respect to SPFI or its Subsidiaries.

Section 5.10 Brokerage Fees and Commissions. Except for fees and other compensation payable to Keefe, Bruyette & Woods, Inc., there are no claims for brokerage commissions, finders’ fees, financial advisory fees or similar compensation in connection with the transactions contemplated by this Agreement based on any Contract made by or on behalf of SPFI or City Bank.

Section 5.11 Financing. SPFI has, or at Closing will have, sufficient liquid resources or a credit facility with sufficient availability to pay the Aggregate Cash Consideration.

Section 5.12 Representations Not Misleading. No representation or warranty by SPFI or any of its Subsidiaries contained in this Agreement contains or will contain on the Closing Date any untrue statement of a material fact or omits or will omit on the Closing Date to state a material fact necessary to make the statements contained herein, in light of the circumstances under which they were made, not misleading. To the Knowledge of SPFI, all written statements, exhibits, schedules, and other documents furnished to WTSB by SPFI or its Subsidiaries as part of the due diligence for this Agreement are accurate in all material respects.

ARTICLE VI

COVENANTS OF WTSB

WTSB covenants and agrees with SPFI, Merger Sub and City Bank as follows:

Section 6.01 Commercially Reasonable Efforts. WTSB will use Commercially Reasonable Efforts to cause the consummation of the transactions contemplated hereby in accordance with the terms and conditions of this Agreement. During the period from the date of this Agreement and continuing until the Effective Time or earlier termination of this Agreement, WTSB agrees that, except as expressly permitted by this Agreement, required by applicable law or to the extent that SPFI and City Bank will otherwise consent in writing (which consent will not be unreasonably or untimely withheld), WTSB will (a) conduct its business in the Ordinary Course of Business consistent with past practices, (b) use all Commercially Reasonable Efforts to (i) maintain and preserve intact its business organization, (ii) maintain its rights, franchises, licenses and other authorizations by Governmental Authorities, (iii) preserve its relationships with directors, executive officers, key employees, customers, suppliers and others having business dealings with them, and (iv) maintain its properties and assets in their present state of repair, order and condition, reasonable wear and tear excepted, to the end that its goodwill and ongoing businesses will not be impaired in any material respect, and (c) take no action that would reasonably be expected to materially and adversely affect or materially delay the ability to obtain any Required Approvals for the transactions contemplated hereby or to perform WTSB’s covenants and agreements under this Agreement or to consummate the transactions contemplated hereby on a timely basis.
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Section 6.02	Information for Regulatory Applications.

(a) To the extent permitted by applicable Law, WTSB shall prepare and furnish SPFI with all information concerning WTSB (including information relating to its directors, officers and Shareholders as may be reasonably requested) that is required for inclusion in any application, statement or document to be made or filed by SPFI with any Governmental Authority in connection with the transactions contemplated by this Agreement during the pendency of this Agreement. WTSB shall fully cooperate with SPFI in the filing of any applications, statements or other documents necessary to complete the transactions contemplated by this Agreement. WTSB shall have the right to review in advance, and to the extent practicable consult with SPFI, in each case subject to applicable Laws relating to the exchange of information, with respect to all written information submitted to any Governmental Authority in connection with the transactions contemplated by this Agreement, but SPFI shall not be required to provide WTSB with confidential portions of any filing with a Governmental Authority. In exercising the foregoing right, WTSB agrees to act reasonably and as promptly as practicable.

(b) As soon as practicable following the Execution Date, WTSB will prepare and file all necessary applications for which it is responsible with and provide all necessary notices to any appropriate Governmental Authorities having jurisdiction over WTSB with respect to the transactions contemplated by this Agreement. WTSB shall pay all requisite filing fees and other expenses associated with such applications and notices to such Governmental Authorities. WTSB shall promptly furnish SPFI and its counsel with copies of all such regulatory filings and all correspondence for which confidential treatment has not been requested. WTSB shall use its Commercially Reasonable Efforts to obtain all Required Approvals and any other approvals from third parties, including those listed on Schedule 4.13 of the Disclosure Schedules, at the earliest practicable time.

(c) WTSB agrees that none of the information supplied or to be supplied by WTSB for inclusion or incorporation by reference in (i) the Proxy Statement and any amendment or supplement thereto, at the date(s) of mailing to Shareholders and at the time of the WTSB Meeting, and (ii) any other filings made under applicable federal or Texas banking or securities Laws, shall contain any untrue statement of a material fact or omit to state any material fact required to be stated therein or necessary to make the statements therein, in light of the circumstances under which they were made, not misleading. WTSB further agrees that if it shall become aware of any information furnished by such party that would cause any of the statements in the Proxy Statement to be false or misleading with respect to any material fact, or to omit to state any material fact necessary to make the statements therein not false or misleading, to promptly inform SPFI thereof and to take the necessary steps to correct the Proxy Statement.
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Section 6.03	No Negotiation with Others.

(a) WTSB agrees that it shall not, and that it shall cause its employees, directors, officers, financial advisors and agents (collectively, “WTSB Representatives”) not to, directly or indirectly, (i) solicit, knowingly encourage, initiate or participate in any negotiations or discussions with any third party (except for the limited purpose of notifying such Person of the existence of the provisions of this Section 6.03) regarding an offer or proposal that constitutes, or could reasonably be expected to lead to, an Acquisition Proposal; (ii) disclose to any third party any information concerning the business, Properties, books or records of WTSB or otherwise relating to an Acquisition Proposal, other than as provided herein or as compelled by Law; (iii) release any person from a confidentiality agreement or standstill agreement; or (iv) cooperate with any third party to make any Acquisition Proposal, other than the sale by WTSB of assets in the Ordinary Course of Business. Within 24 hours of receipt of any unsolicited offer, WTSB will communicate to SPFI the terms of any proposal or request for information and the identity of the parties involved.

(b) Notwithstanding anything to the contrary contained in this Section 6.03, if prior to the approval and adoption of this Agreement and the transactions contemplated hereby by the Requisite WTSB Vote, WTSB and the WTSB Representatives, having each theretofore complied with the terms of Section 6.03(a), receives an unsolicited, bona fide written Acquisition Proposal, WTSB and the WTSB Representatives may engage in negotiations and discussions with, and furnish any information and other access (so long as all such information and access has previously been made available to SPFI or is made available to SPFI before the time such information or access is made available to such Person) to, any Person making such Acquisition Proposal if, and only if, the WTSB Board determines in good faith, after consultation with outside legal and financial advisors, that (i) such Acquisition Proposal is or is reasonably likely to become a Superior Proposal and (ii) the failure of the WTSB Board to furnish such information or access or enter into such discussions or negotiations would reasonably expected to be, a violation of its fiduciary duties to the Shareholders under applicable Law; but before furnishing any material nonpublic information, WTSB shall have received from the Person making such Acquisition Proposal an executed confidentiality agreement with terms at least as restrictive in all material respects on such Person as the Confidentiality and Nondisclosure Agreement entered into with SPFI on March 28, 2019, as amended, which confidentiality agreement shall not prohibit WTSB from complying with the terms of this Section 6.03. WTSB will promptly, and in any event within twenty-four (24) hours of receipt of any unsolicited, bona fide Acquisition Proposal, (x) notify SPFI in writing of the receipt of such Acquisition Proposal or any request for nonpublic information relating to WTSB or for access to the Properties, assets, books or records of WTSB by any Person that has made, or to the Knowledge of WTSB may be considering making, an Acquisition Proposal and (y) communicate name of such Person and the material terms of such Acquisition Proposal to SPFI, including as they may change upon any modification or amendment to the terms thereof. WTSB will keep SPFI fully apprised of the status of and other matters relating to any such Acquisition Proposal on a timely basis.
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(c) Nothing contained in this Section 6.03 shall prevent WTSB or the WTSB Board from (i) taking the actions provided in Section 6.04(b),

(ii) responding to an unsolicited bona fide Acquisition Proposal for the sole purpose of clarifying the terms and conditions of the Acquisition Proposal,

(iii) informing any Person who submits an unsolicited bona fide Acquisition Proposal of WTSB’s obligations pursuant to (a), or (iv) in consultation with outside counsel, complying with its disclosure obligations under federal or state Law in connection with a Change in Recommendation.

Section 6.04	Shareholder Approval.

(a) The WTSB Board shall:

(i) duly call, give notice of, and cause to be held, a meeting of the Shareholders of WTSB (the “WTSB Meeting”) at such time as may be mutually agreed to by the parties, but not later than thirty (30) calendar days following the mailing of the Proxy Statement, and will direct that this Agreement and the transactions contemplated hereby be submitted to a vote at the WTSB Meeting for the purpose of (1) obtaining the Requisite WTSB Vote, (2) amending the Articles of Association of WTSB to remove Article Seventh therein, and (3) the termination of those certain Stock Restriction Agreements, as of or about June 30, 2014, by and among WTSB and the Shareholders. Specifically, the WTSB Board will present for the consideration of the Shareholders a proposal to approve and adopt this Agreement and the transactions contemplated hereby, and a proposal to approve and adopt an amendment to the Articles of Association of WTSB to remove Article Seventh therein. No other matters will be presented to the Shareholders for a vote in the Proxy Statement without SPFI’s prior approval;

(ii) not impose a requirement that the holders of more than the minimum required percentage (as set forth in the TBOC and the TFC) of the shares of WTSB Stock entitled to vote on (1) this Agreement to approve this Agreement, (2) an amendment to the Articles of Association of WTSB to approve the removal of Article Seventh therein, and (3) the termination of those certain Stock Restriction Agreements, dated as of or about June 30, 2014, by and among WTSB and the Shareholders;

(iii) prepare the Proxy Statement for use by the WTSB Board, including a letter to the Shareholders, notice of special meeting and form of proxy, and the Proxy Statement, including any amendments or supplements thereto, will comply in all material respects with applicable federal securities laws, and the rules and regulations thereunder and the Proxy Statement will not, at the time that it or any amendment or supplement thereto is mailed to the Shareholders, or at the time of the WTSB Meeting, contain any false, misleading or untrue statement of material fact or omit to state any material fact required to be stated therein, or necessary in order to make the statements therein, in light of the circumstances under which they were made, not misleading, except that no representation is made by WTSB with respect to information supplied by SPFI for inclusion in the Proxy Statement;

(iv) subject to effecting a Change in Recommendation pursuant to Section 6.04(b), include in the Proxy Statement the recommendation of the WTSB Board that the Shareholders vote in favor of the approval and adoption of this Agreement and the transactions contemplated hereby (the “WTSB Board Recommendation”), use its Commercially Reasonable Efforts to obtain the Requisite WTSB Vote, and perform such other acts as may reasonably be requested by SPFI to ensure that such Requisite WTSB Vote is obtained;
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(v) subject to Section 6.04(b), WTSB will not: (i) withdraw, modify or qualify in a manner adverse to SPFI the WTSB Board Recommendation; (ii) fail to make the WTSB Board Recommendation in the Proxy Statement; (iii) fail to publicly and definitively reaffirm, without qualification, the WTSB Board Recommendation within two (2) Business Days after SPFI requests in writing that such action be taken; (iv) approve, endorse or recommend an Acquisition Proposal or fail to publicly, definitively and without qualification issue a press release recommending against an Acquisition Proposal, within ten (10) Business Days after an Acquisition Proposal is made public (or such fewer number of days as remains prior to the WTSB Meeting), or publicly propose to do any of the foregoing;

(vi) unless this Agreement has been terminated pursuant to Section 11.01(e), Section 12.01(d), WTSB agrees that its obligations pursuant to this Section 6.04(a) to convene and hold the WTSB Meeting will not be affected by the commencement, public proposal, public disclosure or communication to WTSB of any Acquisition Proposal;

(vii) adjourn or postpone the WTSB Meeting if, as of the time for which such meeting is originally scheduled, there are insufficient shares of WTSB Stock represented (either in person or by proxy) to constitute a quorum necessary to conduct the business of the WTSB Meeting, and may adjourn or postpone the WTSB Meeting if on the date of the WTSB Meeting WTSB has not received proxies representing a sufficient number of shares necessary to obtain the Requisite WTSB Vote. Unless this Agreement has been terminated in accordance with its terms, the WTSB Meeting will be convened and this Agreement will be submitted to the Shareholders at the WTSB Meeting for the purpose of voting on the approval and adoption of this Agreement and the transactions contemplated hereby, and nothing contained in this Agreement will be deemed to relieve WTSB of such obligation; and

(viii) cause the Proxy Statement to be mailed to the Shareholders as soon as reasonably practicable, but no later than thirty (30) calendar days after the date of this Agreement. Before the Proxy Statement is mailed to the Shareholders, WTSB will provide a draft of the Proxy Statement to SPFI and its counsel, who will have an opportunity to review and comment on the Proxy Statement, and WTSB will incorporate any changes in the Proxy Statement as SPFI or its counsel may reasonably request.

(b) Notwithstanding the foregoing, at any time prior to obtaining the Requisite WTSB Vote, the WTSB Board may, if it determines it has received an Acquisition Proposal that the WTSB Board determines in good faith (after consultation with legal counsel) constitutes a Superior Proposal and that the failure to take such action would be inconsistent with the WTSB Board’s fiduciary duties under applicable Law, withdraw, withhold, modify, amend or qualify the WTSB Board Recommendation or approve or recommend such Superior Proposal (collectively, a “Change in Recommendation”) if, but only if:
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(i) WTSB and the WTSB Representatives have complied in all material respects with Section 6.03(b);

(ii) WTSB notifies SPFI in writing of its intention to take such action at least five (5) Business Days prior to taking such action, specifying the material terms of the Superior Proposal, identifying the persons or entities making such Superior Proposal and providing SPFI an unredacted copy of any proposed agreements with the persons or entities making such Superior Proposal;

(iii) during such five (5) Business Day period (the “Notice Period”), WTSB will have, and will have caused its financial and legal advisors to have, negotiated in good faith with SPFI (if SPFI so desires) to make adjustments, modifications or amendments in the terms and conditions of this Agreement as would permit the WTSB Board not to effect a Change in Recommendation so that the Acquisition Proposal no longer constitutes a Superior Proposal;

(iv) following the Notice Period, the WTSB Board determines in good faith (after consultation with legal counsel) that the failure to effect a Change in Recommendation would be inconsistent with the WTSB Board’s fiduciary duties under applicable law; and

(v) following the Notice Period, the WTSB Board determines, after consultation with its legal counsel and financial advisors, and after considering any adjustments proposed in writing by SPFI, that such Acquisition Proposal continues to constitute a Superior Proposal.

Section 6.05 Affirmative Covenants. Except as otherwise permitted or required by this Agreement, from the Execution Date until the Effective Time, WTSB shall:

(a) maintain its corporate existence in good standing;

(b) maintain the general character of its business and conduct its business in its ordinary and usual manner;

(c) extend credit only in accordance with existing lending policies and practices and in the Ordinary Course of Business;

(d) in respect of loan loss provisioning, securities, portfolio management, compensation and other expense management and other operations which might impact WTSB’s equity capital, operate only in the Ordinary Course of Business, unless otherwise consented to in writing by SPFI;
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(e) use Commercially Reasonable Efforts to (i) preserve its business organization intact; (ii) retain the services of its present employees, officers, directors and agents; (iii) retain its present customers, depositors, suppliers and correspondent banks; and (iv) preserve its goodwill and the goodwill of its suppliers, customers and others having business relationships with it;

(f) use Commercially Reasonable Efforts to obtain any approvals or consents required to maintain all existing contracts, leases and documents relating to or affecting its assets, Properties and business;

(g) provide to SPFI and City Bank (A) a monthly loan report of WTSB that includes, without limitation, a report of all new, renewed, extended, modified and paid off loans, as well as weekly past due information, and (B) a monthly deposit report of WTSB that includes, without limitation, a report of all new, renewed and closed deposit accounts;

(h) maintain all offices, machinery, equipment, materials, supplies, inventories, vehicles and other Properties owned, leased or used by it (whether under its control or the control of others) in good operating repair and condition, ordinary wear and tear excepted;

(i) comply in all material respects with all Laws and permits applicable to its assets, Properties and operations;

(j) timely file all Tax Returns required to be filed by it and timely pay all Taxes that become due and payable;

(k) withhold from each payment made to each of its employees the amount of all Taxes required to be withheld therefrom and pay the same to the appropriate Governmental Authority;

(l) continue to follow and implement policies, procedures and practices regarding the identification, monitoring, classification and treatment of all assets in substantially the same manner as it has in the past;

(m) account for all transactions in accordance with GAAP (unless otherwise instructed by RAP, in which instance account for such transaction in accordance with RAP) specifically without limitation paying or accruing for by the Closing Date all liabilities, obligations, costs, and expenses owed or incurred by WTSB on or before the Closing Date;

(n) perform, in all material respects, all of its obligations under contracts, leases and documents relating to or affecting its assets, Properties and business, except such obligations as it may in good faith dispute;

(o) maintain and keep in full force and effect, in all material respects, presently existing insurance coverage and give all notices and present all claims under all insurance policies in due and timely fashion;
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(p) timely file all reports required to be filed with Governmental Authorities and observe and conform, in all material respects, to all applicable Laws, except those being contested in good faith by appropriate proceedings; and

(q) conduct its operations in the Ordinary Course of Business.

Section 6.06 Negative Covenants. From the Execution Date through the earlier of the Closing or termination of this Agreement, without the prior written consent of SPFI (which consent shall not be unreasonably withheld or delayed), WTSB shall not:

(a) intentionally take any action that could reasonably be expected to result in a Material Adverse Change to WTSB;

(b) take or fail to take any action that could reasonably be expected to cause the representations and warranties made in Article IV to be inaccurate in any material respect at the time of the Closing or preclude WTSB from making such representations and warranties at the time of the Closing;

(c) (i) issue, sell, grant, pledge, dispose of, encumber, or otherwise permit to become outstanding, or authorize the creation of, any additional shares of WTSB Stock or any other securities (including units of beneficial ownership interest in any partnership or limited liability company), or enter into any agreement with respect to the foregoing, or (ii) directly or indirectly change (or establish a record date for changing), adjust, split, combine, redeem, reclassify, exchange, purchase or otherwise acquire any shares of WTSB Stock, or any other securities (including units of beneficial ownership interest in any partnership or limited liability company) convertible into or exchangeable for any additional shares of WTSB Stock;

(d) declare, set aside or pay or obligate itself to pay any dividend or other distribution with respect to its capital; provided, however, that in the event that the Closing occurs after January 31, 2020, WTSB may pay a special dividend to its Shareholders equal to the amount of the income of WTSB earned from, and including, February 1, 2020 to the Closing Date;

(e) enter into or amend or renew any employment, consulting, compensatory, severance, retention or similar agreements or arrangements with any director, officer or employee of WTSB, or grant any salary, wage or fee increase or increase any employee benefit, except (i) normal increases in base salary to employees in the Ordinary Course of Business and pursuant to policies currently in effect, provided that, such increases shall not result in an annual adjustment in base compensation (which includes base salary and any other compensation other than bonus payments) of more than 3% for any individual or 3% in the aggregate for all employees of WTSB, (ii) contributions provided for under any existing qualified employee retirement plan, (iii) as may be required by Law, or (iv) to satisfy contractual obligations existing or contemplated as of the date hereof, as previously disclosed to SPFI and City Bank and set forth in Schedule 6.06(e) of the Disclosure Schedules;
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(f) except as disclosed on Schedule 6.06(f) of the Disclosure Schedules, (i) pay any incentive or bonus payments, (ii) make any material change in the rate of compensation, commission, bonus, vesting or other direct or indirect remuneration payable, (iii) pay or agree to or orally promise to pay, conditionally or otherwise, any bonus, extra compensation, pension, severance or vacation pay, to or for the benefit of any of its Shareholders, directors, officers, employees or agents, (iv) enter into any employment or consulting contract (other than as contemplated by this Agreement) or other agreement with any director, officer or employee, (v) adopt, amend in any material respect or terminate (other than amendments required by applicable Law or termination of the Employee Plans contemplated by this Agreement) any pension, employee welfare, retirement, stock purchase, stock option, stock appreciation rights, termination, severance, income protection, golden parachute, savings or profit-sharing plan (including trust agreements and insurance contracts embodying such plans), any deferred compensation, collective bargaining agreement, any group insurance contract or any other incentive, welfare or employee benefit plan or agreement maintained by it for the benefit of its directors, employees or former employees;

(g) hire any person as an employee of WTSB, except for at-will employees at an annual rate of salary not to exceed $50,000 to fill vacancies that may arise from time to time in the Ordinary Course of Business;

(h) alter, amend, renew or extend any Contract listed on Schedule 4.13 of the Disclosure Schedules, except as permitted under Section 6.17;

(i) enter into any new contract or commitment which would result in an obligation of WTSB to make payments in excess of $50,000, except for Loans and extensions of credit in the Ordinary Course of Business which are subject to the provisions of Section 6.06(aa) and Section 6.06(bb);

(j) mortgage, pledge or subject to Lien any of its Properties or assets, tangible or intangible except (i) statutory Liens not yet delinquent, (ii) minor defects and irregularities in title and encumbrances that do not materially impair the use thereof for the purpose for which they are held, and (iii) pledges of assets to secure public funds deposits;

(k) cause or allow the loss of insurance coverage, unless replaced with coverage which is substantially similar (in amount and insurer) to that in effect as of March 31, 2019;

(l) incur any indebtedness, obligation or liability, whether absolute or contingent, other than the receipt of deposits and trade debt or except in the Ordinary Course of Business or in connection with the transactions contemplated by this Agreement or any of the agreements or documents contemplated hereby;

(m) discharge or satisfy any Lien or pay any obligation or liability, whether absolute or contingent, due or to become due, except in the Ordinary Course of Business;

(n) amend or otherwise change its Articles of Incorporation or bylaws, other than amending its Articles of Incorporation to remove Article

Seventh therein;
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(o) sell, transfer, lease to others or otherwise dispose of any material assets or Properties, discount or arrange for a payoff of a charged off or deficiency credit, cancel or compromise any material debt or claim, or waive or release any right or claim other than in the Ordinary Course of Business;

(p) enter into any agreement, or give any promise, assurance or guarantee of the payment, related to the discharge or fulfillment of any undertaking or promise made by any other Person;

(q) sell or knowingly dispose of, or otherwise divest itself of the ownership, possession, custody or control, of any corporate books or records of any nature that, in accordance with sound business practice, normally are retained for a period of time after their use, creation or receipt, except at the end of the normal retention period;

(r) engage in any transaction with any Affiliate except in the Ordinary Course of Business;

(s) acquire any capital or other equity securities or acquire any equity or ownership interest in any bank, corporation, partnership or other entity, except (i) through settlement of indebtedness, foreclosure, or the exercise of creditors’ remedies, or (ii) in a fiduciary capacity, the ownership of which does not expose it to any liability from the business, operations or liabilities of such Person;

(t) except as contemplated by this Agreement, terminate, cancel or surrender any Contract, lease or other agreement or suffer or unreasonably permit any damage, destruction or loss which, in any case or in the aggregate, may reasonably be expected to result in a Material Adverse Change to WTSB;

(u) dispose of, enter into any settlement regarding any alleged breach or infringement of, permit to lapse, transfer or grant any rights under, or knowingly breach or infringe upon, any United States or foreign license or Proprietary Right or materially modify any existing rights with respect thereto;

(v) make any capital expenditures in excess of $25,000 individually or $150,000 in the aggregate;

(w) hire or employ any new officer or hire or employ any new non-officer employee, other than to replace non-officer employees;

(x) make any, or acquiesce in any, change in financial accounting methods, principles or material practices, except as required by GAAP or RAP, including without limitation making any “reverse provision for loan losses” or other similar entry or accounting method that would reduce the ALLL of WTSB;

(y) (i) enter into any material new line of business, introduce any material new products or services, any material marketing campaigns or any material new sales compensation or incentive programs or arrangements; (ii) change in any material respect its lending, investment, underwriting, risk and asset liability management and other banking and operating policies, except as required by applicable Law, regulation or policies imposed by any Governmental Authority; (iii) make any material changes in its policies and practices with respect to underwriting, pricing, originating, acquiring, selling, servicing, or buying or selling rights to service Loans, its hedging practices and policies; and (iv) incur any material liability or obligation relating to retail banking and branch merchandising, marketing and advertising activities and initiatives except in the Ordinary Course of Business;
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(z) (i) make any changes to deposit pricing (other than immaterial changes on an individual customer basis, consistent with past practices) nor

(ai) accept, renew or rollover any brokered deposits or other noncore funding;

(aa) make, acquire, modify or renew, or agree to make, acquire, modify or renew any Loans or loan participations (whether directly or indirectly through the purchase of loan participations from other lenders, deal paper or otherwise) to any Person (including any Affiliate, shareholder, member or partner of such Person) and any guarantor, surety, spouse, co-maker or co-obligor of such Person (each, a “Borrower”) that (A) would be a material violation of its policies and procedures in effect as of the date hereof, (B) would not be in the Ordinary Course of Business or (C) would exceed $500,000, individually or in the aggregate, to any Borrower, except (1) pursuant to commitments made before the date of this Agreement that are listed on Schedule 6.06(aa) of the Disclosure Schedules and not covered by items A or B of this clause or (2) Loans fully secured by a certificate of deposit at WTSB; provided, that in the event that WTSB desires to make or renew any such Loan which would exceed $500,000, individually or in the aggregate, to any Borrower, it shall so advise SPFI via e-mail transmission. SPFI shall notify WTSB via e-mail transmission within two (2) Business Days of receipt of such notice whether SPFI consents to such Loan; provided, that if SPFI fails to notify WTSB within such time frame, SPFI shall be deemed to have consented to such Loan;

(ab) renew, extend the maturity of, or alter the material terms of any Loan except in compliance with WTSB’s existing policies and procedures and consistent with past practices;

(ac) renew, extend the maturity of, or alter any of the material terms of any Loan classified as “OAEM”, “substandard” or “doubtful” other than in the Ordinary Course of Business;

(ad) sell Investment Securities or purchase Investment Securities, other than U.S. Treasuries with a maturity of two (2) years or less;

(ae) institute, settle or agree to settle, any litigation or any Proceeding before any Governmental Authority other than in the Ordinary Course of Business; provided, that any payments provided for under any such settlement or agreement, contingent or otherwise, shall be accounted for in the calculation of Adjusted Tangible Equity;

(af) redeem, purchase or otherwise acquire or obligate it to acquire, directly or indirectly, any of its capital or other securities;
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(ag) (i) make, change or revoke any Tax election, (ii) change any method of Tax accounting, (iii) enter into any closing agreement or settle, compromise or abandon any audit or other proceeding relating to Taxes, or (iv) file any amended Tax Return;

(ah) issue a replacement of any certificate representing its securities except upon (i) written notice to SPFI, (ii) presentation of a properly executed lost certificate affidavit in form reasonably satisfactory to SPFI and (iii) if required by SPFI, the delivery of an indemnity or surety bond in the amount of the consideration payable with respect to shares of WTSB Stock represented therein; or

(ai) enter into any agreement or make any commitment whether in writing or otherwise to take any of the types of action described in subsections (a) through (gg) above.

Section 6.07	Access to Properties and Records; Financial Statements.

(a) To the extent permitted by applicable Law, WTSB shall afford the officers, directors, employees, attorneys, accountants, investment bankers and authorized representatives of SPFI full access during regular business hours to all of the books, contracts, commitments, personnel and records of WTSB, and furnish to SPFI during such period all such information concerning WTSB and its affairs as SPFI may reasonably request; provided, that SPFI and City Bank shall have no right to review confidential supervisory information (as such term is defined in 12 C.F.R. § 261.2) of WTSB, so that SPFI may have full opportunity to make such reasonable investigation as it shall desire to make of the affairs of WTSB, including access sufficient to verify the value of the assets and the liabilities of WTSB and the satisfaction of the conditions precedent to SPFI’s obligations described in Article XI. SPFI shall request permission for all such access reasonably in advance and all such access shall be conducted in a manner designed to minimize disruption to the normal business operations and employee or customer relations of WTSB. WTSB agrees at any time, and from time to time, to furnish to SPFI as soon as practicable, any additional information that SPFI may reasonably request. No investigation by SPFI or its representatives shall affect the representations and warranties set forth herein.

(b) As soon as practicable after they become available, WTSB will deliver or make available to SPFI all unaudited monthly financial statements prepared for the internal use of management of WTSB and all Reports of Condition and Income for WTSB filed with any Governmental Authority after March 31, 2019. All such financial statements shall be prepared in accordance with GAAP (or RAP, as applicable) applied on a consistent basis with previous accounting periods.

Section 6.08 Minutes from WTSB Board Meetings. WTSB will provide SPFI with copies of the minutes of all regular and special meetings of the WTSB Board, and of any committee thereof, held on or after March 31, 2019. WTSB will provide draft copies of those minutes to SPFI as soon as available, but in any event within ten (10) Business Days after the date of any such meeting, and WTSB will keep those minutes confidential in accordance with Section 13.10. Notwithstanding the foregoing, no party shall be required to provide materials or information regarding any discussion that relates to matters involving this Agreement, and no party shall be required to provide access to or to disclose confidential supervisory information (as such term is defined in 12 C.F.R. § 261.2) or other information where such access or disclosure would, in the opinion of counsel, jeopardize the attorney-client privilege of the entity in possession or control of such information (after giving due consideration to the existence of any common interest, joint defense or similar agreement between the parties) or contravene any Law, fiduciary duty or binding agreement entered into prior to the date of this Agreement.
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Section 6.09	Notifications.

(a) WTSB shall promptly notify SPFI in writing:

(i) if WTSB becomes aware of any fact or condition that makes untrue, or shows to have been untrue, in any material respect, any material written information provided by WTSB to SPFI, any schedule to this Agreement or any representation or warranty made by WTSB in this Agreement or that results in WTSB’s failure to comply with any covenant, condition or agreement contained in this Agreement;

(ii) of any Proceeding or contingent liability that is reasonably expected to become the subject of a Proceeding, against WTSB or affecting any of its Properties, if such litigation or potential litigation is reasonably likely, in the event of an unfavorable outcome, to result in a Material Adverse Change to WTSB. WTSB shall promptly notify SPFI of any Proceeding, pending or, to the Knowledge of WTSB, threatened against WTSB that (i) questions or could reasonably be expected to question the validity of this Agreement or the agreements contemplated hereby, or any actions taken or to be taken by WTSB pursuant hereto or (ii) seeks to enjoin or otherwise restrain the transactions contemplated hereby or thereby; and

(iii) if any change shall have occurred or, to the Knowledge of WTSB, been threatened (or any development shall have occurred or, to the Knowledge of WTSB, been threatened involving a prospective change) in the business, financial condition or operations of WTSB that has resulted in or could reasonably be expected to result in a Material Adverse Change to WTSB.

(b) No notification by WTSB under this Section 6.09 shall affect the representations, warranties, covenants or agreements of the parties or the conditions to the obligations of the parties under this Agreement.

Section 6.10 Non-Governmental Consents and Approvals. WTSB shall use Commercially Reasonable Efforts to obtain all consents and approvals from third parties listed on Schedule 4.13 of the Disclosure Schedules. WTSB will cooperate in all commercially reasonable respects with SPFI to obtain all such approvals and consents required of SPFI.

Section 6.11	Environmental Investigation.

(a) SPFI and its consultants, agents and representatives, at the sole cost and expense of SPFI, shall have the right to the same extent that WTSB has the right, but not the obligation or responsibility, to inspect any Property, including conducting asbestos surveys and sampling, environmental assessments and investigation, and other environmental surveys and analyses including soil and ground sampling (“Environmental Inspections”). SPFI shall notify WTSB in writing before any Environmental Inspection, and WTSB may place reasonable restrictions on the time of such Environmental Inspection. If, as a result of any such Environmental Inspection, further investigation (“Secondary Investigation”) including, test borings, soil, water and other sampling is deemed desirable by SPFI, SPFI shall (i) notify WTSB in writing of any Property for which it intends to conduct such a Secondary Investigation and the reasons for the Secondary Investigation, and (ii) at the sole cost and expense of SPFI, commence the Secondary Investigation. SPFI shall give reasonable written notice to WTSB of the Secondary Investigation, and WTSB may place reasonable time and place restrictions on the Secondary Investigation.

47
[image: ]

(b) SPFI shall make available to WTSB the results and reports of such Environmental Inspections and Secondary Investigations after SPFI receives or is advised of such results. SPFI shall not have any liability or responsibility of any nature whatsoever for the results, conclusions or other findings related to any Environmental Inspection, Secondary Investigation or other environmental survey. If this Agreement is terminated, except as otherwise required by Law, reports to any Governmental Authority of the results of any Environmental Inspection, Secondary Investigation or other environmental survey shall not be made by SPFI. SPFI shall make no such report before Closing unless required to do so by applicable Law, and in such case will give WTSB reasonable written notice of SPFI’s intentions.

(c) SPFI shall have the right to terminate this Agreement pursuant to Section 11.01(d) if, with respect to the Properties (as defined in Section 13.10) only, (i) the factual substance of any warranty or representation set forth in Section 4.24 is not materially true and accurate; (ii) the results of an Environmental Inspection or Secondary Investigation are disapproved by SPFI because such Environmental Inspection or Secondary Investigation identifies material violations or potential material violations of Environmental Laws; (iii) WTSB has refused to allow SPFI to conduct an Environmental Inspection or Secondary Investigation in a manner that SPFI reasonably considers necessary; (iv) the Environmental Inspection or Secondary Investigation identifies any past or present event, condition or circumstance that would or potentially could reasonably be expected to require a remedial or cleanup action costing in excess of $25,000 or result in a Material Adverse Change to WTSB; (v) the Environmental Inspection or Secondary Investigation identifies the presence of any underground or above ground storage tank in, on or under any Property that is not shown to be in material compliance with all Environmental Laws applicable to the tank either at March 31, 2019 or at a future time certain, or that has had a release of petroleum or some other Hazardous Material that has not been cleaned up to the satisfaction of the relevant Governmental Authority or any other party with a legal right to compel cleanup; or (vi) the Environmental Inspection or Secondary Investigation identifies the presence of any asbestos-containing material in, on or under any Property, the removal of which could reasonably be expected to result in a Material Adverse Change to WTSB. SPFI shall advise WTSB in writing (the “Environmental Notice”) as to whether SPFI intends to terminate this Agreement pursuant to Section 11.01(d) because SPFI disapproves of the results of the Environmental Inspection or Secondary Inspection in respect of the Properties. Upon receipt of the Environmental Notice, WTSB shall have the opportunity to correct any objected to violations or conditions to SPFI’s reasonable satisfaction within thirty (30) calendar days after the date of the Environmental Notice. If WTSB fails to demonstrate correction of the violations or conditions to the reasonable satisfaction of SPFI, SPFI may terminate the Agreement pursuant to Section 11.01(d) on the thirty-first (31st) day after the delivery of the Environmental Notice.
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(d) WTSB agrees to make available to SPFI and its consultants, agents and representatives all documents and other material relating to environmental conditions of any Property including the results of other environmental inspections and surveys. WTSB also agrees that all engineers and consultants who prepared or furnished such reports may discuss such reports and information with SPFI and shall be entitled to certify the same in favor of SPFI and its consultants, agents and representatives and make all other data available to SPFI and its consultants, agents and representatives.

Section 6.12 Employee Benefit Plans. To the extent requested by SPFI following the receipt of all Required Approvals from applicable Governmental Authorities, no later than fifteen (15) days prior to Closing and at SPFI’s or City Bank’s expense, WTSB shall execute and deliver such instruments and take such other actions reasonably necessary to cause the termination of any WTSB Employee Plan, except as provided in Section 7.06, in accordance with applicable Law and effective no later than the Closing Date, except that the winding up of any such plan may be completed following the Closing Date.

Section 6.13 Supplemental Disclosure Schedules. At least three (3) Business Days before the Closing, WTSB shall provide SPFI with supplemental Disclosure Schedules to be delivered by WTSB pursuant to this Agreement reflecting any material changes thereto between March 31, 2019 and the Closing Date, provided, that although such supplement or amendment shall be deemed to modify the Disclosure Schedules for the purpose of determining whether there is a breach of any representation or warranty contained in this Agreement, such supplement or amendment shall not be deemed to have modified the representations, warranties and covenants for the purpose of determining whether the conditions set forth in Article X hereof have been satisfied.

Section 6.14 Releases. WTSB shall obtain from each of the directors and executive officers of WTSB a written release in the form attached hereto as Exhibit C executed by such director or executive officer and dated the Closing Date, releasing WTSB from claims arising before the Effective Time.

Section 6.15 Conforming Accounting Adjustments. WTSB shall, if requested in writing by SPFI, consistent with GAAP, RAP and applicable banking Laws, immediately before Closing, make such accounting entries as SPFI may reasonably request in order to conform the accounting records of WTSB to the accounting policies and practices of SPFI. No such adjustment by WTSB shall of itself constitute or be deemed to be a breach, violation or failure by WTSB to satisfy any representation, warranty, covenant, condition or other provision of this Agreement or constitute grounds for termination of this Agreement by SPFI or be an acknowledgment by WTSB of any adverse circumstances for purposes of determining whether the conditions to SPFI’s obligations under this Agreement have been satisfied, nor will any such adjustment affect the calculation of the Adjusted Tangible Equity. The recording of any such adjustments shall not be deemed to imply any misstatement of previously furnished financial statements or information and shall not be construed as concurrence by WTSB or its management with any such adjustments.
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Section 6.16	Liability Insurance and Tail Policies.

(a) Contemporaneously with the Closing, WTSB shall purchase or otherwise have in place extended reporting period insurance coverage and endorsements (the “Tail Policies”) under its current policies, bonds and packages , or any renewal, replacement or successor policies, as listed on Schedule 6.16 of the Disclosure Schedules.

(b) Notwithstanding any other provision of this Agreement, the premiums for the above-listed Tail Policies shall be paid and accrued for by WTSB and shall be included (as a deduction) in the calculation of Adjusted Tangible Equity; provided, however, that the premium for the Tail Policies shall not exceed 300% of the annual premium currently paid by WTSB for similar insurance coverage.

Section 6.17 Termination of Contracts. Prior to the Calculation Date and in accordance with this Section 6.17, WTSB will take all actions necessary to accrue any and all costs, fees, expenses, contract payments, penalties or liquidated damages necessary to be paid in connection with the termination of each Contract listed on Schedule 4.13 of the Disclosure Schedules (unless SPFI otherwise directs WTSB not to terminate such Contract), and any other Contract requested by SPFI to be amended, modified or terminated (collectively, the “Terminated Contracts”) and such accrual shall be reflected in the calculation of Transaction Expenses as contemplated by Section 3.01(b)(i). For the avoidance of doubt, SPFI will be responsible for the amendment, modification or termination of any Contract subject to this Section 6.17 after the receipt of all Required Approvals from all applicable Governmental Authorities and all costs, fees, expenses, contract payments, penalties or liquidated damages necessary to be paid in connection with the termination of each such Contract shall be paid with the funds accrued for such purpose by WTSB. WTSB shall not, without the prior written consent of SPFI, take any actions to amend, modify, renew or terminate any Contract listed on Schedule 4.13 of the Disclosure Schedules prior to the Closing Date except in the event that termination is warranted due to breach by the counter-party or commission by the counter-party of any act or omission defined as “cause” (or term of similar effect) for termination or a default under the Contract, provided, that prior notice is given to SPFI. Any termination of a Contract that is subject to Section 409A of the Code, in whole or in part, shall be terminated in accordance with Section 409A of the Code. For the avoidance of doubt, Terminated Contracts shall not include WTSB Employee Plans. SPFI and City Bank shall bear the costs associated with terminating WTSB Employee Plans in accordance with Section 6.12.

Section 6.18 Allowance for Loan and Lease Losses. WTSB shall maintain its ALLL at a level consistent with its historical methodology and in compliance with GAAP and RAP (as applicable), and at a minimum, maintain at the Effective Time its ALLL at a level equal to at least one and nine-tenths percent (1.90%) of all outstanding Loans of WTSB (the “Minimum Allowance Amount”). If the ALLL is less than the Minimum Allowance Amount on the Calculation Date, WTSB shall make a provision for loan loss in an amount necessary to increase the ALLL to an amount equal to the Minimum Allowance Amount as of the Calculation Date. For the avoidance of doubt, any such provision shall be taken into account in the calculation of Adjusted Tangible Equity pursuant to Section 3.01(b)(i).
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Section 6.19 Nature of Deposits. On the Closing Date, the deposits of WTSB shall be of substantially the same character, mix, type, and makeup as such deposits were as of March 31, 2019. Such deposits shall include no additional brokered deposits, except for such additional brokered deposits agreed to by SPFI or City Bank.

Section 6.20 Transition; Informational Systems Conversion. From and after the date of this Agreement, WTSB shall use its Commercially Reasonable Efforts to facilitate the integration of WTSB with the business of SPFI and City Bank following consummation of the transactions contemplated hereby, and WTSB shall meet with SPFI and City Bank on a regular basis to discuss and plan for the conversion of the data processing and related electronic informational systems of WTSB (the “Informational Systems Conversion”) to those used by SPFI and City Bank, which planning shall include, but not be limited to, (a) discussion of third-party service provider arrangements of WTSB; (b) non-renewal or changeover, after the Effective Time, of personal property leases and software licenses used by WTSB in connection with the systems operations; (c) retention of outside consultants and additional employees to assist with the conversion; (d) outsourcing, as appropriate after the Effective Time, of proprietary or self-provided system services; and (e) any other actions necessary and appropriate to facilitate the conversion, as soon as practicable following the Effective Time.

Section 6.21	Coordination.

(a) Prior to the Effective Time, subject to applicable Laws, WTSB shall endeavor to take any actions SPFI and City Bank may reasonably request from time to time to better prepare the parties for integration of the operations of WTSB with SPFI and City Bank. Without limiting the foregoing, senior officers of WTSB, SPFI and City Bank shall endeavor to meet from time to time as SPFI and City Bank may reasonably request, and in any event not less frequently than monthly, to review the financial and operational affairs of WTSB, and WTSB shall give due consideration to SPFI’s and City Bank’s input on such matters, with the understanding that, notwithstanding any other provision contained in this Agreement, neither SPFI nor City Bank shall under any circumstance be permitted to exercise control of WTSB prior to the Effective Time. WTSB shall permit representatives of SPFI and City Bank to be onsite at WTSB to facilitate integration of operations and assist with any other coordination efforts as necessary, provided such efforts shall be done without undue disruption to SPFI’s and City Bank’s business, during normal business hours, at the expense of SPFI or City Bank (not to include City Bank’s regular employee payroll), and with the furnishing of at least 48 hours prior notice.

(b) From and after the date hereof, subject to applicable Laws, the parties shall reasonably cooperate (provided that the parties shall cooperate to reasonably minimize disruption to WTSB’s business) with the other in preparing for the prompt conversion or consolidation of systems and business operations promptly after the Effective Time (including by entering into customary confidentiality, non-disclosure and similar agreements with the other party and appropriate service providers) and WTSB shall, upon SPFI’s or City Bank’s reasonable request, introduce SPFI or City Bank and their respective representatives, as applicable, to suppliers of WTSB for the purpose of facilitating the integration of WTSB and its business into that of SPFI and City Bank.
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Section 6.22 No Control of Other Party’s Business. Nothing contained in this Agreement shall give SPFI or City Bank, directly or indirectly, the right to control or direct the operations of WTSB prior to the Effective Time or shall give WTSB, directly or indirectly, the right to control or direct the operations of SPFI or City Bank. Prior to the Effective Time, each of SPFI, City Bank and WTSB shall exercise, consistent with the terms and conditions of this Agreement, control and supervision over their respective operations.

Section 6.23 Director Resignations. WTSB shall use Commercially Reasonable Efforts to cause to be delivered to SPFI and City Bank resignations of all the directors of WTSB, such resignations to be effective as of the Effective Time.

Section 6.24 Voting Agreements. Concurrently with the execution and delivery of this Agreement and effective upon Closing, WTSB shall cause certain Shareholders of WTSB to execute and deliver the Voting Agreements.

Section 6.25 Director Support Agreements. Concurrently with the execution and delivery of this Agreement and effective upon Closing, WTSB shall cause each director who is not an employee of WTSB to execute and deliver a Director Support Agreement.

Section 6.26 Release Agreements. Concurrently with the execution and delivery of this Agreement and effective upon Closing, WTSB shall cause each director of WTSB to execute and deliver a written Director Release and each executive officer of WTSB to execute and deliver a written Officer Release.

ARTICLE VII

COVENANTS OF SPFI, MERGER SUB AND CITY BANK

SPFI hereby makes the covenants set forth in this Article VII to WTSB.

Section 7.01 Commercially Reasonable Efforts. SPFI agrees to use Commercially Reasonable Efforts to cause the consummation of the transactions contemplated hereby in accordance with the terms and conditions of this Agreement.

Section 7.02	Notifications. SPFI shall promptly notify WTSB in writing:

(a) if SPFI becomes aware of any fact or condition that makes untrue, or shows to have been untrue, in any material respect, any schedule to this Agreement or any representation or warranty made by SPFI in this Agreement or that results in SPFI’s failure to comply with any covenant, condition or agreement contained in this Agreement;

(b) of any Proceeding or contingent liability that might reasonably be expected to become the subject of a Proceeding, against SPFI or its Subsidiaries or affecting any of their respective Properties, if such Proceeding or potential Proceeding is reasonably likely, in the event of an unfavorable outcome, to result in a Material Adverse Change to SPFI. SPFI shall promptly notify WTSB in writing of any Proceeding, pending or, to the Knowledge of SPFI, threatened against SPFI or its Subsidiaries that (i) questions or could reasonably be expected to question the validity of this Agreement or the agreements contemplated hereby or any actions taken or to be taken by SPFI with respect hereto or thereto or (ii) seeks to enjoin or otherwise restrain the transactions contemplated hereby or thereby; and
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(c) if any change shall have occurred or been threatened (or any development shall have occurred or been threatened involving a prospective change) in the business, financial condition, or operations of SPFI and/or its Subsidiaries that has or may reasonably be expected to have to result in a Material Adverse Change with respect to SPFI or its Subsidiaries or lead to a failure to obtain the Required Approvals for this Agreement and the transactions contemplated hereby.

No notification by SPFI under this Section 7.02 shall affect the representations, warranties, covenants or agreements of the parties or the conditions to the obligations of the parties under this Agreement.

Section 7.03 Affirmative Covenants. Except as otherwise permitted or required by this Agreement, from the Execution Date until the Effective Time, SPFI shall and shall cause its Subsidiaries to (a) maintain its corporate existence in good standing; (b) maintain the general character of its business and conduct its business in its ordinary and usual manner; (c) extend credit only in accordance with existing lending policies and practices; and (d) use Commercially Reasonable Efforts s to preserve its business organization intact; to retain the services of its present employees, officers, directors and agents; to retain its present customers, depositors, suppliers and correspondent banks; and to preserve its goodwill and the goodwill of its suppliers, customers and others having business relationships with it.

Section 7.04 Regulatory and Other Approvals. With the cooperation of WTSB, SPFI, Merger Sub and City Bank shall file or cause to be filed any applications for the Required Approvals required to be obtained by SPFI, Merger Sub and City Bank in connection with this Agreement and the transactions contemplated hereby, including an application for the prior approval of the Merger by the FDIC and the TDB. SPFI shall pay all requisite filing fees and other expenses associated with such applications and notices to such Governmental Authorities. SPFI shall provide WTSB, and its legal, financial and accounting advisors, the right to review and provide comments upon the non-confidential portions of regulatory applications prior to submission to the Regulatory Authorities; provided that WTSB and such advisors review and provide comments in a reasonably prompt manner. SPFI shall consider in good faith all comments from WTSB and its legal, financial and accounting advisors to such applications, all amendments and supplements thereto and all responses to requests for additional information. Such applications shall be filed within thirty (30) calendar days of the Execution Date. SPFI shall use its Commercially Reasonable Efforts to obtain all such Required Approvals and any other approvals from third parties at the earliest practicable time. SPFI shall keep WTSB reasonably informed as to the status of such applications and filings, and SPFI shall promptly furnish WTSB and its counsel with copies of all such regulatory filings and all correspondence for which confidential treatment has not been requested.
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Section 7.05	Director and Officer Indemnification.

(a) For a period of three (3) years after the Effective Time, and subject to the limitations contained in applicable regulations promulgated by the Board of Governors of the Federal Reserve System or the FDIC and subject to the conditions set forth in the Articles of Association and bylaws of WTSB as in effect as of the Execution Date, SPFI shall indemnify, defend and hold harmless each Person entitled to indemnification from WTSB as of the Effective Time (each, an “Indemnified Party”) against all liabilities arising out of actions or omissions occurring at or prior to the Effective Time (including, without limitation, matters related to the negotiation, execution and performance of this Agreement or consummation of the Merger) to the same extent (including advancement of expenses). SPFI will have no obligation hereunder if indemnification of an Indemnified Party in the manner contemplated hereby is prohibited by applicable laws and regulations.

(b) If SPFI or any of its successors or assigns shall consolidate with or merge into any other entity and shall not be the continuing or surviving entity of such consolidation or merger or shall transfer all or substantially all of its assets to any other entity, then and in each case, proper provision shall be made so that the successors and assigns of SPFI or the surviving company shall assume the obligations set forth in this Section 7.05 prior to or simultaneously with the consummation of such transaction.

Section 7.06	Employee Matters.

(a) SPFI agrees that the employees of WTSB who continue their employment after the Closing Date (the “WTSB Employees”) will continue to be paid at least the same base salary or wage rate they were paid by WTSB as of the Effective Time for the twelve (12) months following the Effective Time, unless they are terminated earlier, and will be entitled to participate in the employee benefits plans and programs maintained for similarly-situated employees of SPFI and City Bank, subject to the granting of credit for prior service as provided in Section 7.06(c), and SPFI shall take all actions necessary to ensure coverage of the WTSB Employees in such plans and programs and the granting of such credit from and after the Closing Date.

(b) City Bank intends to continue the employment of all WTSB employees after the Effective Time as employees of City Bank. For employees whose employment is terminated by City Bank without cause (for the purposes of clarity, cause shall include employees whose employment is terminated for failure to satisfy City Bank’s existing employment policies regarding employee documentation, including the results of any background check or drug test, or refusal to submit to a background check or drug test, conducted by or on behalf of City Bank after the Closing Date), as determined in City Bank’s sole reasonable discretion, during the one-year period after the Closing Date, City Bank shall pay severance to such WTSB Employees, subject to such WTSB Employee’s execution of a general release of claims in favor of WTSB, City Bank and SPFI, in an amount equal to one (1) week of base compensation for each completed year of service (as determined under Section 7.06(c)), with a maximum of eight (8) weeks’ of severance pay, on reasonable terms and conditions established in the sole discretion of City Bank.
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(c) Each WTSB Employee will be entitled to credit for prior service with WTSB for all purposes under SPFI and City Bank vacation, personal and sick pay policies, programs, and plans and the employee welfare benefit plans and other employee benefit plans and programs, and vacation and other paid leave programs (other than for purposes of vesting under stock incentive plans and for purposes of benefit accrual under SPFI’s employee stock ownership plan), sponsored by SPFI or City Bank; provided, that each WTSB Employee shall be considered as an employee hired through a merger for the purposes of the Employee Plans listed on Schedule 7.06(c) of the Disclosure Schedules. Any eligibility waiting period and pre-existing condition exclusion applicable to such plans and programs shall be waived with respect to each WTSB Employee and their eligible dependents. Without limiting the foregoing, SPFI shall extend coverage to WTSB Employees for health care, dependent care and limited purpose health care flexible spending accounts, and any other applicable plans established under Code § 125 to the same extent as available to similarly situated employees of SPFI or its Subsidiaries. SPFI shall (i) give effect to any elections made by WTSB Employees with respect to their Code § 125 accounts under the applicable WTSB Employee Plans, (ii) credit the account of each WTSB Employee with amounts available for reimbursement equal to such amounts as were credited with respect to such WTSB Employee’s account under the corresponding WTSB Employee Plan, and (iii) provide each WTSB Employee with credit for co-payments and deductibles paid in the plan year in which the Closing Date occurs in satisfying any applicable deductible or out-of-pocket requirements under the SPFI plans in which such WTSB Employee is entitled to participate. For purposes of determining WTSB Employee’s benefits for the calendar year in which the Merger occurs under SPFI’s vacation program, any vacation used by a WTSB Employee preceding the Closing Date in the calendar year in which the Merger occurs will be deducted from the total SPFI vacation benefit available to such WTSB Employee for such calendar year and each WTSB Employee will be allowed to carry over accrued but unused sick leave, up to the limits for which sick time may be accrued under the applicable policy of SPFI or City Bank, provided that no WTSB Employee shall receive any fewer total vacation days in the calendar year during which the Merger occurs than such WTSB Employee would have received under the corresponding vacation arrangements of WTSB and provided further that SPFI shall honor any previously scheduled vacation time following the merger with respect to each WTSB Employee.

(d) Nothing in this Section 7.06 shall be construed to limit the right of SPFI or any of its Subsidiaries (including, following the Closing Date, WTSB and its Subsidiaries) to amend or terminate any WTSB Employee Plan or other employee benefit plan, to the extent such amendment or termination is permitted by the terms of the applicable plan, nor shall anything in this Section 7.06 be construed to require SPFI or any of its Subsidiaries (including, following the Closing Date, WTSB and its Subsidiaries) to retain the employment of any particular WTSB Employee for any fixed period of time following the Closing Date, and, the continued retention (or termination) by SPFI or any of its Subsidiaries of any WTSB Employee subsequent to the Effective Time shall be subject in all events to SPFI’s or its applicable Subsidiary’s normal and customary employment procedures and practices, including customary background screening and evaluation procedures, and satisfactory employment performance; provided, however, on the Closing Date, SPFI and City Bank shall assume the bank owned life insurance policies held by WTSB as of the Execution Date. Nothing contained herein is intended to confer upon any individual (including employees, retirees or dependents or beneficiaries of employees or retirees) any right as a third party beneficiary of this Agreement.
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ARTICLE VIII

TAX MATTERS

Section 8.01	Tax Matters.

(a) All transfer, documentary, sales, use, stamp, registration, value added, filing and other such Taxes and all conveyance fees, recording charges and other fees and charges (including any penalties and interest) incurred in connection with the consummation of the transactions contemplated by this Agreement (“Transfer Taxes”), if any, shall be paid fifty percent (50%) by SPFI and/or its Subsidiaries and fifty percent (50%) by the Tax Representative (on behalf of the Shareholders). To the extent any Tax Returns and other documentation with respect to Transfer Taxes are required to be filed after the Effective Time, the party required to do so by applicable law shall file such Tax Returns and the other party shall cooperate in good faith in preparing such Tax Returns.

(b) WTSB will use its Commercially Reasonable Efforts to obtain any certificate or other document from any Governmental Authority or any other Person as may be necessary to mitigate, reduce or eliminate any Tax that could be imposed with respect to the transactions contemplated hereby.

(c) John Dunagan is hereby designated as the Shareholder’s Tax representative (the “Tax Representative”). The Tax Representative shall cause to be prepared by and timely filed by Weaver L.L.P. all income Tax Returns of WTSB for all Pre-Closing Tax Periods that are required to be filed after the Closing Date. Each such Tax Return shall be prepared in a manner consistent with past practice and with this Agreement. A copy of any such Tax Return (and all relevant work papers and other items required to understand such Tax Return or other items reasonably requested by SPFI or City Bank) shall be provided to SPFI and City Bank at least thirty (30) calendar days prior to the earlier of (i) the filing such Tax Return or (ii) the due date for filing such Tax Return, including any extensions. SPFI and City Bank shall be able to provide reasonable comments regarding such Tax Returns which the Tax Representative (on behalf of the Shareholders) shall incorporate to the extent such comments relate to a matter that would materially increase the Tax of SPFI or City Bank for a Post-Closing Tax Period. For the avoidance of doubt, SPFI and City Bank shall cause to be prepared and timely filed all non-income Tax Returns of WTSB for all Pre-Closing Tax Periods that are required to be filed after the Closing Date.

(d) SPFI and City Bank shall cause to be prepared and timely filed all Tax Returns of WTSB for any taxable period that begins before and ends on or after the Closing Date (a “Straddle Period”). SPFI and City Bank shall permit the Tax Representative (on behalf of the Shareholders) to provide any reasonable comments on any income Tax Return of WTSB for any Straddle Period to the extent such Tax Return relates to a Pre-Closing Tax Period and SPFI and City Bank shall incorporate to the extent such comments relate to a matter that would materially increase the Tax of the Shareholders for a Pre-Closing Tax Period.
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(e) The Shareholders shall be responsible for any and all Taxes of WTSB due with respect to any Pre-Closing Tax Period. To the extent that any such Taxes are payable prior to the Effective Time, those Taxes shall be timely paid by WTSB prior to the Effective Time. Any such Taxes that are accrued but not required to be paid prior to the Effective Time shall be included in Transaction Expenses. In the case of any Taxes of WTSB for a Straddle Period, the portion of any Taxes allocable to the Pre-Closing Tax Period shall (i) in the case of any Taxes other than Taxes based upon or related to income, gains or receipts, or imposed in connection with the sale or other transfer or assignment of property (other than Transfer Taxes described in Section 8.01(a)), be deemed to be the amount of such Tax for the entire Straddle Period multiplied by a fraction the numerator of which is the number of days in the taxable period (or portion thereof) ending on the day before the Closing Date and the denominator of which is the number of days in the entire Straddle Period, and (ii) in the case of any Tax based upon or related to income, gains or receipts, or imposed in connection with the sale or other transfer or assignment of property (other than Transfer Taxes described in Section 8.01(a)), be deemed equal to the amount which would be payable if the relevant Straddle Period ended on the day before Closing Date.

(f) For the avoidance of doubt, SPFI, City Bank and WTSB agree that all Transaction Expenses will be reported on WTSB’s final S corporation federal income Tax Return and agree not to take any position on any Tax Return that is inconsistent with such treatment. Notwithstanding any other provisions of this Agreement to the contrary, WTSB shall take all necessary action to cause the Transaction Expenses to be paid no later than the day before the Closing Date.

(g) Following the Closing Date, if SPFI or City Bank receives notification that an audit or other proceeding with respect to Taxes or Tax Returns of WTSB for a Pre-Closing Tax Period is being initiated by any Governmental Authority, SPFI or City Bank shall (i) notify the Tax Representative of such audit or proceeding, stating the nature and basis of such claim and the amount thereof, to the extent known, and (ii) permit the Tax Representative (on behalf of the Shareholders) to control all stages of such audit or proceeding at the Shareholders’ sole cost and expense. The Tax Representative shall keep SPFI and City Bank reasonably apprised of the status of any such or proceeding and shall not settle or compromise any such audit or proceeding without the prior written consent of the SPFI and City Bank, which consent shall not be unreasonably withheld, conditioned or delayed.

(h) The Tax Representative (on behalf of the Shareholders), SPFI and City Bank agree to furnish or cause to be furnished to each other, upon request, as promptly as practicable, such information and assistance relating to WTSB (including access to books and records) as is reasonably necessary for the filing of all Tax Returns, the preparation for any audit or proceeding by any Governmental Authority related to the Taxes or Tax Returns of WTSB, and the prosecution or defense of any action, suit or proceeding, claim, arbitration, litigation or investigation relating to any Tax or Tax Return of WTSB. Any expenses incurred in furnishing such information or assistance shall be borne by the party requesting it.

57
[image: ]

(i) All sharing, Tax allocation, Tax indemnity agreements or similar agreements with respect to or involving WTSB or City Bank (other than the Tax sharing agreement between City Bank and SPFI) shall be terminated as of the Closing Date and, after the Closing Date, neither WTSB nor City Bank shall be bound thereby or have any liability thereunder (other than the Tax sharing agreement between City Bank and SPFI).

ARTICLE IX

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF WTSB

The obligations of WTSB under this Agreement are subject to the satisfaction, before or at the Closing, of each of the following conditions, which may be waived in whole or in part by WTSB:

Section 9.01 Representations and Warranties. All representations and warranties made by SPFI in Article V shall have been true and correct in all material respects (except for those representations and warranties which are qualified by a materiality standard, which shall be true and correct in all respects) when made and as of the Closing Date with the same force and effect as if such representations and warranties were made at and as of the Closing Date (other than those limited to a specified date, which shall speak only as to such date).

Section 9.02 Performance of Obligations. SPFI shall have, or shall have caused to be, performed or complied with, in all material respects, all agreements, terms, covenants and conditions required by this Agreement to be performed or complied with by SPFI at or before the Closing.

Section 9.03 Third Party Approvals. WTSB shall have received such approvals and consents as described on Schedule 4.13 of the Disclosure Schedules in connection with this Agreement and any other agreement contemplated hereby, and with the consummation of the transactions contemplated hereby and thereby, and all applicable waiting periods shall have expired.

Section 9.04 No Litigation. No action shall have been taken, and no statute, rule, regulation or order shall have been promulgated, enacted, entered, enforced or deemed applicable to this Agreement or the transactions contemplated hereby by any Governmental Authority, including by means of the entry of a preliminary or permanent injunction, that would (a) make this Agreement or any other agreement contemplated hereby or thereby, or the transactions contemplated hereby or thereby, illegal, invalid or unenforceable, (b) impose material limits on the ability of any party to this Agreement to consummate this Agreement or any other agreement contemplated hereby, or the transactions contemplated hereby or thereby, or (c) upon the consummation of this Agreement or any other agreement contemplated hereby, or the transactions contemplated hereby or thereby, subject or could reasonably be expected to subject WTSB, or any of its officers, directors, Shareholders or employees, to criminal or civil liability. No Proceeding by or before any Governmental Authority or by any other Person shall be threatened, instituted or pending that could reasonably be expected to result in any of the consequences referred to in clauses (a) through (c) above.
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Section 9.05 Delivery of Closing Documents. At the Closing, SPFI shall deliver to WTSB such documents and certificates reasonably necessary to carry out the terms and provisions of this Agreement in form and substance reasonably satisfactory to WTSB, including the following (all of such actions constituting conditions precedent to WTSB’s obligations to close hereunder):

(a) true, correct and complete copies of the Certificate of Formation of SPFI and the Certificate of Formation of Merger Sub, including all amendments thereto, duly certified as of a recent date by the TXSOS;

(b) true, correct and complete copies of the Certificate of Formation of City Bank, including all amendments thereto, duly certified as of a recent date by the TDB;

(c) certificates of existence, dated as of a recent date, issued by the TXSOS, duly certifying as to the existence of SPFI and Merger Sub under the laws of the State of Texas;

(d) a certificate of corporate existence, dated as of a recent date, issued by the TDB, duly certifying the authorization of City Bank to transact the business of banking;

(e) Statements of Franchise Tax Account Status for SPFI, Merger Sub and City Bank, dated as of a recent date, obtained through the website of the Texas Comptroller of Public Accounts (the “TCPA”);

(f) a letter, dated as of a recent date, from the Federal Reserve Bank of Dallas, to the effect that SPFI is a registered bank holding company under the BHC Act;

(g) a certificate, dated as of a recent date, issued by the FDIC, duly certifying that the deposits of City Bank are insured by the FDIC under the

FDIA;

(h) a certificate, dated as of the Closing Date, executed by the Secretary of SPFI, acting solely in his or her capacity as an officer of SPFI, pursuant to which SPFI shall certify (i) the due adoption by the SPFI Board corporate resolutions attached to such certificate authorizing the execution and delivery of this Agreement, and the other agreements and documents to which SPFI is a party contemplated hereby and thereby, and the consummation of the transactions contemplated hereby and thereby, including the Merger, and (ii) the incumbency and true signatures of those officers of SPFI duly authorized to act on its behalf in connection with (A) the execution and delivery of this Agreement and any other agreements and documents to which SPFI is a party contemplated hereby and thereby, and (B) the taking of all actions contemplated hereby and thereby on behalf of SPFI;

(i) a certificate, dated as of the Closing Date, duly executed by the Secretary of City Bank, acting solely in his or her capacity as an officer of City Bank, pursuant to which City Bank shall certify (i) the due adoption by the board of directors of City Bank of corporate resolutions attached to such certificate authorizing the execution and delivery of this Agreement and any other agreements and documents contemplated hereby, and the consummation of the transactions contemplated hereby; (ii) the approval by SPFI, as the sole shareholder of City Bank, of this Agreement, and the consummation of the transactions contemplated hereby; and (iii) the incumbency and true signatures of those officers of City Bank duly authorized to act on its behalf in connection with the execution and delivery of this Agreement and any other agreements and documents contemplated hereby, and the consummation of the transactions contemplated hereby, on behalf of City Bank;
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(j) a certificate duly executed by an executive officer of SPFI, acting solely in his capacity as an executive officer of SPFI, dated as of the Closing Date, certifying satisfaction of the conditions set forth in Section 9.01, Section 9.02 and Section 9.07; and

(k) all other documents required to be delivered to WTSB by SPFI under the provisions of this Agreement and all other documents, certificates and instruments as are consistent with the terms of this Agreement and reasonably requested by WTSB or its counsel.

Section 9.06 Shareholder Approvals. The Shareholders shall have approved and adopted this Agreement and the transactions contemplated hereby by the Requisite WTSB Vote.

Section 9.07	No Material Adverse Change. There shall have been no Material Adverse Change to SPFI since March 31, 2019.

Section 9.08 Delivery of Aggregate Merger Consideration. SPFI shall have delivered, or caused to be delivered, to the Paying Agent, the Aggregate Merger Consideration, and WTSB shall have received evidence of the same from SPFI.

ARTICLE X

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF SPFI AND CITY BANK

The obligations of SPFI under this Agreement are subject to the satisfaction, before or at the Closing, of each of the following conditions, which may be waived in whole or in part by SPFI.

Section 10.01 Representations and Warranties. All representations and warranties made by WTSB in Article IV shall have been true and correct in all material respects (except for those representations and warranties which are qualified by a materiality standard, which shall be true and correct in all respects) when made and as of the Closing Date with the same force and effect as if such representations and warranties were made at and as of the Closing Date (other than those limited to a specified date, which shall speak only as to such date).

Section 10.02 Performance of Obligations. WTSB shall have, or shall have caused to be, performed or complied with, in all material respects, all agreements, terms, covenants and conditions required by this Agreement to be performed or complied with by WTSB before or at the Closing.
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Section 10.03 Delivery of Closing Documents. At the Closing, WTSB shall have delivered to SPFI such documents and certificates reasonably necessary to carry out the terms and provisions of this Agreement in form and substance satisfactory to SPFI, including the following (all of such actions constituting conditions precedent to SPFI’s obligations to close hereunder):

(a) true, correct and complete copies of the Articles of Association of WTSB, including all amendments thereto, duly certified as of a recent

date by the TDB;

(b) a certificate of corporate existence, dated as of a recent date, issued by the TDB, duly certifying the authorization of WTSB to transact the business of banking;

(c) a Statement of Franchise Tax Account Status for WTSB, dated as of a recent date, obtained through the website of the TCPA;

(d) a certificate, dated as of a recent date, issued by the FDIC, duly certifying that the deposits of WTSB are insured by the FDIC under the

FDIA;

(e) a certificate, dated as of the Closing Date, duly executed by the Secretary of WTSB, acting solely in his or her capacity as an officer of WTSB, pursuant to which WTSB shall certify (i) the due adoption by the WTSB Board of corporate resolutions attached to such certificate authorizing the execution and delivery of this Agreement and any other agreements and documents to which WTSB is a party contemplated hereby and thereby, and the consummation of the transactions contemplated hereby and thereby; (ii) the approval by the Shareholders of this Agreement, and the consummation of the transactions contemplated hereby, by the Required WTSB Vote; (iii) the incumbency and true signatures of those officers of WTSB duly authorized to act on its behalf in connection with (A) the execution and delivery of this Agreement and any other agreements and documents to which WTSB is a party contemplated hereby and thereby, and (B) the taking of all actions contemplated hereby and thereby on behalf of WTSB; and (iv) a true and correct list of the record holders of shares of WTSB Stock as of the Closing Date;

(f) a certificate duly executed by an executive officer of WTSB, acting solely in his capacity as an executive officer of WTSB, dated as of the Closing Date, certifying satisfaction of the conditions set forth in Section 10.01, Section 10.02 and Section 10.06;

(g) prior to the Effective Time, WTSB shall have caused the Articles of Association of WTSB to be amended to remove Article Seventh

therein;

(h) as of the Effective Time, WTSB shall have terminated those certain Stock Restriction Agreements, dated as of or about June 30, 2014, by and among WTSB and the Shareholders;

(i) as of the Effective Time (i) all Employee Plans (as defined in Section 4.31) required to be terminated by SPFI in writing before the Closing have been terminated in accordance with the terms of such Employee Plans, the Code, ERISA, and all other applicable Laws and that all affected participants have been notified of such terminations to the extent such notice is required by applicable Laws, and (ii) WTSB shall have provided evidence reasonably satisfactory to SPFI of (i) of this subsection;

(j) all consents and approvals listed on Schedule 4.13 of the Disclosure Schedules;
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(k) supplemental disclosure schedules as required by Section 6.12 and the Closing Date; and

(l) all other documents required to be delivered to SPFI by WTSB under the provisions of this Agreement and all other documents, certificates and instruments as are consistent with the terms of this Agreement and reasonably requested by SPFI or its counsel.

Section 10.04 Government Approvals. SPFI and/or City Bank shall have received the Required Approvals from all applicable Governmental Authorities, including the FDIC and the TDB, in connection with this Agreement and any other agreement contemplated hereby, and with the consummation of the transactions contemplated hereby and thereby, and all applicable waiting periods shall have expired. Such Required Approvals shall not have imposed any material adverse requirement upon SPFI or its Subsidiaries, which, in the reasonable judgment of SPFI, would, or could reasonably be expected to: (i) materially adversely impact the economic or business benefits of the transactions contemplated by this Agreement or otherwise would, in the reasonable judgment of SPFI, be so materially burdensome as to render inadvisable the consummation of the transactions contemplated by this Agreement; (ii) require any Person other than SPFI to be deemed a financial holding company or a bank holding company under the BHC Act with respect to City Bank or WTSB; (iii) require a material modification of, or impose any material limitation or restriction on, the activities, governance, legal structure, compensation, or fee arrangements of SPFI or any of its Subsidiaries; (iv) require any Person other than SPFI to guaranty, support or maintain the capital of City Bank or WTSB at or after the Effective Time; or (v) cause any Person other than SPFI to be deemed to control City Bank or WTSB.

Section 10.05 No Litigation. No action shall have been taken, and no statute, rule, regulation or order shall have been promulgated, enacted, entered, enforced or deemed applicable to this Agreement or the transactions contemplated hereby by any Governmental Authority, including by means of the entry of a preliminary or permanent injunction, that would (a) make this Agreement or any other agreement contemplated hereby, or the transactions contemplated hereby or thereby, illegal, invalid or unenforceable, (b) require the divestiture of a material portion of the assets of WTSB or SPFI, (c) impose material limits on the ability of any party to this Agreement to consummate the Agreement or any other agreement contemplated hereby, or the transactions contemplated hereby or thereby, (d) otherwise result in a Material Adverse Change to WTSB, City Bank or SPFI, or (e) upon the consummation of this Agreement or any other agreement contemplated hereby, or the transactions contemplated hereby or thereby, subject or would reasonably be expected to subject SPFI or any of its Subsidiaries, or any officer, director, shareholder or employee of SPFI or any of its Subsidiaries, to criminal or civil liability. No Proceeding by or before any Governmental Authority or by any other Person shall be threatened, instituted or pending that would reasonably be expected to result in any of the consequences referred to in clauses (a) through (e) above.

Section 10.06	No Material Adverse Change. There shall have been no Material Adverse Change to WTSB since March 31, 2019.

Section 10.07	Minimum Adjusted Tangible Equity. The Final Adjusted Tangible Equity shall not be less than the Minimum Equity Capital.
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Section 10.08	Minimum Allowance Amount. As of the Closing Date, the ALLL of WTSB shall be at least the Minimum Allowance Amount.

Section 10.09 Shareholder Approvals. The Shareholders shall have approved and adopted this Agreement and the transactions contemplated hereby by the Requisite WTSB Vote. The holders of no more than five percent (5%) of the WTSB Stock shall have exercised and not forfeited their statutory dissenters’ rights under the TBOC.

Section 10.10	Ancillary Agreements.

(a) Each of the Director Support Agreements shall be and remain in full force and effect as of the Closing Date.

(b) The Voting Agreement shall be and remain in full force and effect as of the Closing Date.

(c) Each of the Offer Letters and Restrictive Covenant Agreements executed by the WTSB Employees listed on Schedule 10.10(c) of the Disclosure Schedules, in each case, shall be and remain in full force and effect as of the Closing Date.

(d) Each director of WTSB shall have entered into an agreement in the form attached hereto as Exhibit C, releasing WTSB from any and all claims by such director (collectively, the “Director Releases”), and such Director Releases shall be and remain in full force and effect as of the Closing Date.

(e) Each of the officers of WTSB listed on Schedule 10.10(e) of the Disclosure Schedules shall have entered into an agreement in the form attached hereto as Exhibit C, releasing WTSB from any and all claims by such officer (collectively, the “Officer Releases”), and such Officer Releases shall be and remain in full force and effect as of the Closing Date.

(f) Each of the WTSB Employees listed on Schedule 10.10(f) of the Disclosure Schedules shall have entered into a Retention Agreement in form and substance reasonably satisfactory to SPFI (the “Retention Agreements”), providing for lump sum cash payments payable upon Closing and a general release of claims in favor of WTSB, City Bank and SPFI.

(g) The WTSB Employees listed on Schedule 10.10(g) of the Disclosure Schedules shall have entered into a consulting agreement in a form reasonably satisfactory to SPFI and such agreement shall be and remain in full force and effect as of the Closing Date.

Section 10.11 Terminated Contracts. SPFI shall have received evidence, in form and substance reasonably satisfactory to SPFI, that WTSB has accrued any and all costs, fees, expenses, contract payments, penalties or liquidated damages necessary to be paid in connection with the termination of each of the Terminated Contracts on or before the Calculation Date and that such accrual has been properly reflected in the calculation of Transaction Expenses as contemplated by Section 3.01(b)(i).
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Section 10.12 Tax Opinion. SPFI shall have received the written opinion of a third party mutually agreed upon by SPFI, City Bank and WTSB, in form and substance reasonably satisfactory to SPFI, dated as of the Closing Date, to the effect that, on the basis of facts, representations and assumptions set forth or referred to in such opinion, that are consistent with the state of facts existing at the Effective Time, that at all times since the S Election Date, WTSB has continually been, and as of the Closing Date will be, a valid S Corporation within the meaning of Section 1361 and 1362 of the Code. The costs and expenses of obtaining such opinion shall be shared equally by SPFI and/or its Subsidiaries and the Tax Representative (on behalf of the Shareholders); provided, however, that SPFI and/or its Subsidiaries shall only be obligated to pay up to a maximum of $15,000 of such costs and expenses and any amount of such costs.

Section 10.13 FIRPTA Certificate. WTSB shall have delivered to SPFI a duly executed certificate conforming with the requirements of Treasury Regulations Sections 1.897-2(h) and 1.1445-2(c)(3) certifying that the shares of WTSB Stock do not constitute “United States real property interests” under Section 897(c) of the Code, together with a notice to the IRS (which shall be filed by SPFI or City Bank with the IRS following the Closing) in accordance with Treasury Regulations Section 1.897-2(h)(2).

ARTICLE XI

TERMINATION AND ABANDONMENT

Section 11.01 Right of Termination. This Agreement may be terminated at any time prior to the Effective Time, whether before or after the approval and adoption of this Agreement and the transactions contemplated hereby by the Shareholders:

(a) by mutual consent of SPFI and WTSB in a written instrument, if the boards of directors of each so determines by a vote of a majority of the members of its entire board; or

(b) by either the SPFI Board or the WTSB Board if:

(i) any Governmental Authority that must grant a Required Approval has denied approval of the Merger or the other transactions contemplated hereby, unless the failure to obtain a Required Approval shall be due to the failure of the party seeking to terminate this Agreement to perform or observe the covenants and agreements of such party set forth herein; or

(ii) as long as the terminating party is not then in breach of any representation, warranty, covenant or other agreement contained herein, if the Merger shall not have been consummated on or before January 31, 2020 (the “Termination Date”); provided, however, that if the Merger has not been consummated on or before the Termination Date because a Required Approval has not been received from a Governmental Authority, then such date may be extended by either party without the consent of the other parties to this Agreement for a period not to exceed ninety (90) calendar days; provided, further, that such Termination Date or extension thereof may also be extended to such later date as agreed upon by the parties hereto; provided, further, that the right to terminate this Agreement under this Section 11.01(b)(ii) shall not be available to any party whose action or failure to act has been the primary cause of or resulted in the failure of the Closing to occur on or before the Termination Date; or
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(bi) as long as the terminating party is not then in material breach of any representation, warranty, covenant or other agreement contained herein if there shall have been a breach of any of the covenants or agreements or any of the representations or warranties (or any such representation or warranty shall cease to be true) set forth in this Agreement on the part of WTSB, in the case of a termination by SPFI, or SPFI, in the case of a termination by WTSB, which breach or failure to be true, either individually or in the aggregate with all other breaches by such party (or failures of such representations or warranties to be true), would constitute, if occurring or continuing on the Closing Date, the failure of a condition set forth in Article X, in the case of a termination by SPFI, or Article VIII, in the case of a termination by WTSB, and which is not cured within thirty (30) calendar days following written notice to WTSB, in the case of a termination by SPFI, or SPFI, in the case of a termination by WTSB, or by its nature or timing cannot be cured during such period (or such fewer days as remain prior to the Termination Date); or

(c) by SPFI:

(i) if the WTSB Board shall have (i) failed to include the WTSB Board Recommendation in the Proxy Statement that the Shareholders adopt this Agreement, or withdrawn, modified or qualified such WTSB Board Recommendation in a manner adverse to the consummation of the Merger, or resolved to do so, or failed to reaffirm such recommendation within two (2) Business Days after SPFI requests in writing that such action be taken, in any such case whether or not permitted by the terms hereof, (ii) recommended or endorsed an Acquisition Proposal, or (iii) breached its obligations under Section 6.03 or Section 6.04 in any material respect adverse to the consummation of the Merger; or

(ai) if WTSB shall have failed to obtain the Requisite WTSB Vote at the duly convened WTSB Meeting or at any adjournment or postponement thereof at which a vote on the approval and adoption of this Agreement and the transactions contemplated hereby was taken; or

(d) by SPFI in accordance with Section 6.11(c); or

(e) by WTSB if, prior to the approval and adoption of this Agreement and the transactions contemplated hereby by the Requisite WTSB Vote, WTSB has received a Superior Proposal and has complied with its obligations under Section 6.03 and Section 6.04 of this Agreement; provided, that SPFI fails to make such adjustments in the terms and conditions of this Agreement so that such Superior Proposal ceases to constitute a Superior Proposal.
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Section 11.02 Notice of Termination. The power of termination provided for by Section 11.01 may be exercised only by a notice given in writing, as provided for in Section 13.06.

Section 11.03	Effect of Termination.

(a) In the event of termination of this Agreement by either SPFI or WTSB as provided in Section 11.01, this Agreement shall forthwith become void and have no effect, and none of SPFI, WTSB, any of their respective Subsidiaries or any of the officers or directors of any of them shall have any liability of any nature whatsoever hereunder, or in connection with the transactions contemplated hereby, except that (i) this Section 11.03, Article XII, and Article XIII shall survive any termination of this Agreement, and (ii) notwithstanding anything to the contrary contained in this Agreement, neither SPFI nor WTSB shall be relieved or released from any liabilities or damages arising out of its willful and material breach of any provision of this Agreement.

(b) In the event that this Agreement is terminated by SPFI pursuant to Section 11.01(b)(ii) if, at the time of termination, (i) the WTSB Meeting has not occurred, (ii) there has been an Acquisition Proposal at any time prior to the termination of this Agreement, and (iii) within twelve (12) months after the date of such termination, WTSB enters into a definitive agreement with the party or parties that made any Acquisition Proposal, then, WTSB shall, on the date of entry into a definitive agreement with respect to such Acquisition Proposal, pay SPFI, by wire transfer of same day funds, a fee equal to $3,064,000 (the “Termination Fee”).

(c) In the event that this Agreement is terminated by SPFI pursuant to Section 11.01(c) if at the time of the failure of the Shareholders to approve and adopt this Agreement and the transactions contemplated hereby there shall exist an Acquisition Proposal, then WTSB shall pay SPFI, by wire transfer of same day funds, the Termination Fee within two (2) Business Days of receipt of such written notice of termination from SPFI.

(d) In the event that this Agreement is terminated by WTSB pursuant to Section 11.01(e), then WTSB shall pay SPFI, by wire transfer of same day funds, the Termination Fee, within two (2) Business Days of receipt of such written notice of termination from WTSB.

(e) Notwithstanding anything to the contrary herein, but without limiting the right of any party to recover liabilities or damages arising out of the other party’s willful and material breach of any provision of this Agreement, in the event that this Agreement is terminated as provided in Section 11.01, the maximum aggregate amount of monetary fees, liabilities or damages payable by a single party under this Agreement shall be equal to the Termination Fee.

(f) Each of SPFI and WTSB acknowledges that the agreements contained in this Section 11.03 are an integral part of the transactions contemplated by this Agreement, and that, without these agreements, the other party would not enter into this Agreement; accordingly, if WTSB fails promptly to pay the amount due pursuant to this Section 11.03, and, in order to obtain such payment, the SPFI commences a suit which results in a judgment against WTSB for the Termination Fee, such non-paying party shall pay the costs and expenses of SPFI (including attorneys’ fees and expenses) in connection with such suit. In addition, if WTSB fails to pay the amounts payable pursuant to this Section 11.03, then WTSB shall pay interest on such overdue amounts at a rate per annum equal to the “prime rate” (as reported by Bloomberg Financial, LP or any successor thereto) in effect on the date on which such payment was required to be made for the period commencing as of the date that such overdue amount was originally required to be paid.
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ARTICLE XII

CONFIDENTIAL INFORMATION

Section 12.01 Confidentiality. Each Recipient hereby agrees that the Subject Information will be used solely for the purpose of reviewing and evaluating the transactions contemplated by this Agreement and any other agreement contemplated hereby, and that the Subject Information will be kept confidential by the Recipient and the Recipient’s Representatives; but (a) any of such Subject Information may be disclosed to the Recipient’s Representatives (including the Recipient’s accountants, attorneys and investment bankers) who need to know such Subject Information for the purpose of evaluating the contemplated transaction between the Disclosing Party and the Recipient (it being understood that such Representatives shall be informed by the Recipient of the confidential nature of such Subject Information and that the Recipient shall direct and cause such Persons to treat such Subject Information confidentially); (b) any of such Subject Information may be disclosed by a Recipient who has been ordered by a court to do so or is required by Law to do so provided Recipient has notified the Disclosing Party before such disclosure and cooperates with the Disclosing Party if the Disclosing Party elects to pursue legal means to contest and avoid the disclosure; and (c) any disclosure of such Subject Information may be made to which the Disclosing Party expressly consents in writing before any such disclosure by Recipient. For the avoidance of doubt, a Recipient is prohibited from, and shall be responsible for any of its Representatives, using the Subject Information, directly or indirectly, to (y) call on, service or solicit customers of the Disclosing Party, or (z) interfere with or damage (or attempt to interfere with or damage) any relationship between any such customer and the Disclosing Party.

Section 12.02 Securities Law Concerns. Each Recipient hereby acknowledges that the Recipient is aware, and the Recipient will advise its Representatives who are informed as to the matters that are the subject of this Agreement, that the United States securities Laws prohibit any Person who has received material, non-public information from an issuer of securities from purchasing or selling securities of such issuer or from communicating such information to any other Person under circumstances in which it is reasonably foreseeable that such Person is likely to purchase or sell such securities.

Section 12.03 Return of Subject Information. If this Agreement is terminated for any reason, the Recipient shall promptly return to the Disclosing Party all written material containing or reflecting any of the Subject Information, other than information contained in any application, notice or other document filed with any Governmental Authority and not returned to the Recipient by such Governmental Authority. In making any such filing, the Recipient will request confidential treatment of such Subject Information included in any application, notice or other document filed with any Governmental Authority.
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ARTICLE XIII

MISCELLANEOUS

Section 13.01 Nonsurvival of Representations and Warranties. The parties hereto agree that all of the representations, warranties and covenants contained in this Agreement shall terminate and be extinguished at Closing, except for those covenants that specifically require performance after the Closing. Nothing in this Section 13.01 shall limit or otherwise affect the remedies available to SPFI or WTSB, as the case may be, with respect to a cause of action arising out of an intentional misrepresentation or willful misconduct by WTSB or SPFI, respectively.

Section 13.02 Expenses. Except as specifically provided in this Agreement, all costs and expenses incurred in connection with this Agreement and all agreements and documents contemplated hereby, and the consummation of the transactions contemplated hereby and thereby, shall be borne and paid by the party incurring such costs or expenses.

Section 13.03 Brokerage Fees and Commissions. WTSB shall not have any responsibility or liability for any fees, expenses or commissions payable to any agent, representative or broker of SPFI or City Bank, and SPFI hereby agrees to indemnify and hold harmless WTSB for any amounts owed to any agent, representative or broker of SPFI or City Bank. SPFI and City Bank shall have no responsibility or liability for any fees, expenses or commissions payable to any agent, representative or broker of WTSB and WTSB hereby agrees to indemnify and hold harmless SPFI and City Bank for any amounts owed to any agent, representative or broker of WTSB.

Section 13.04 Entire Agreement. This Agreement (including the documents and instruments referred to herein) and the other agreements, documents, schedules and instruments executed and delivered by the parties to each other at the Closing constitute the full understanding of the parties, a complete allocation of risks between them and a complete and exclusive statement of the terms and conditions of their agreement relating to the subject matter hereof, and supersede any and all prior agreements, whether written or oral, that may exist between the parties with respect thereto. Except as otherwise specifically provided in this Agreement, no conditions, usage of trade, course of dealing or performance, understanding or agreement purporting to modify, vary, explain or supplement the terms or conditions of this Agreement shall be binding unless hereafter or contemporaneously herewith made in writing and signed by the party to be bound, and no modification shall be effected by the acknowledgment or acceptance of documents containing terms or conditions at variance with or in addition to those set forth in this Agreement. Each party to this Agreement acknowledges that, in executing and delivering this Agreement, it has relied only on the written representations, warranties and promises of the other parties hereto that are contained herein or in the other agreements executed by the parties contemporaneously with or, if contemplated hereby, subsequent to the execution of this Agreement, and has not relied on the oral statements of any other party or its representatives.

Section 13.05 Severability. If any term or other provision of this Agreement is held to be illegal, invalid or unenforceable by any rule of Law or public policy, such term or provision shall be fully severable and this Agreement shall be construed and enforced as if such illegal, invalid or unenforceable provision were not a part hereof, and all other conditions and provisions of this Agreement shall remain in full force and effect. Upon such determination that any term or other provision is invalid, illegal or unenforceable, there shall be added automatically as a part of this Agreement a provision as similar in terms to such illegal, invalid or unenforceable provision as may be possible and still be legal, valid and enforceable. If any provision of this Agreement is so broad as to be unenforceable, the provision shall be interpreted to be only as broad as is enforceable.
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Section 13.06 Notices. All notices and other communications hereunder by any party hereto to any other party shall be in writing and may be delivered personally, by nationally-recognized overnight courier service, by United States mail, or by e-mail or facsimile transmission, to such party at the address or transmission numbers set forth below:

If to WTSB:

West Texas State Bank

1501 West University Boulevard

Odessa, Texas 79764

Attention: R. Jay Phillips

Email: rjayphillips@wtstatebk.com

with a copy (which shall not constitute notice) to:

Alston & Bird LLP

2200 Ross Avenue, Suite 2300

Dallas, Texas 75201

Attention: Sanford M. Brown

Facsimile: (214) 922-3899

Email: sanford.brown@alston.com

If to SPFI or City Bank:

South Plains Financial, Inc.

5219 City Bank Parkway

Lubbock, Texas 79407

Attention: Curtis C. Griffith

Email: cgriffith@city.bank

with a copy (which shall not constitute notice) to:

Hunton Andrews Kurth LLP

1445 Ross Avenue, Suite 3700

Dallas, Texas 75202

Attention: Heather A. Eastep

Facsimile: (202) 778-2201

Email: heastep@huntonak.com

Any notice given pursuant to this Agreement shall be effective (i) in the case of personal delivery, e-mail or facsimile transmission, when received; (ii) in the case of mail, upon the earlier of actual receipt or three (3) Business Days after deposit with the United States Postal Service, first class certified or registered mail, postage prepaid, return receipt requested; and (iii) in the case of nationally-recognized overnight courier service, one (1) Business Day after delivery to the courier service together with all appropriate fees or charges and instructions for overnight delivery.
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Section 13.07 Governing Law; Venue. THIS AGREEMENT AND THE RIGHTS AND OBLIGATIONS OF EACH OF THE PARTIES SUBJECT TO THIS AGREEMENT SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WITH, THE LAWS OF THE STATE OF TEXAS WITHOUT REGARD TO THE LAWS THAT MIGHT OTHERWISE GOVERN UNDER APPLICABLE PRINCIPLES OF CONFLICTS OF LAWS. IF THERE IS A DISPUTE RELATED TO OR ARISING FROM THIS AGREEMENT, THE PARTIES IRREVOCABLY AGREE THAT VENUE FOR SUCH DISPUTE SHALL LIE EXCLUSIVELY IN ANY COURT OF COMPETENT JURISDICTION IN LUBBOCK COUNTY, TEXAS.

Section 13.08 Waiver of Jury Trial. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE EXTENT PERMITTED BY LAW AT THE TIME OF INSTITUTION OF THE APPLICABLE LITIGATION, ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONTEMPLATED BY THIS AGREEMENT. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT: (I) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION, SEEK TO ENFORCE THE FOREGOING WAIVER, (II) EACH PARTY UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (III) EACH PARTY MAKES THIS WAIVER VOLUNTARILY, AND (IV) EACH PARTY HAS BEEN INDUCED TO ENTER INTO THIS AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 12.08.

Section 13.09 Counterparts; Electronic Transmission. This Agreement may be executed in one (1) or more counterparts, each of which shall be deemed an original, and all counterparts hereof so executed by the parties hereto, whether or not such counterpart shall bear the execution of each of the parties hereto, shall be deemed to be, and shall be construed as, one and the same Agreement. An e-mail, facsimile or other electronic transmission of a signed counterpart of this Agreement shall be sufficient to bind the party or parties whose signature(s) appear thereon.

Section 13.10	Additional Definitions.

(a) “Affiliate” means any Person that, directly or indirectly, controls, is controlled by, or is under common control with, such Person in question. For the purposes of this definition, “control” (including, with correlative meaning, the terms “controlled by” and “under common control with”) as used with respect to any Person, means the possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of such Person, whether through the ownership of voting securities or by contract or otherwise.
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(b) “Acquisition Proposal” means any offer, proposal, inquiry or indication of interest (other than an offer, proposal, inquiry or indication of interest by SPFI) contemplating or otherwise relating to any Acquisition Transaction.

(c) “Acquisition Transaction” means any transaction or series of transactions involving (a) any merger, consolidation, share exchange, business combination, issuance of securities, acquisition of securities, tender offer, exchange offer or other similar transaction (i) in which WTSB is a constituent corporation, (ii) in which a Person or “group” (as defined in the Exchange Act and the rules promulgated thereunder) of Persons directly or indirectly acquires beneficial or record ownership of securities representing more than 15% of the outstanding securities of any class of voting securities of WTSB or (iii) in which WTSB issues or sells securities representing more than 15% of the outstanding securities of any class of voting securities of WTSB; or (b) any sale (other than sales in the Ordinary Course of Business), lease (other than in the Ordinary Course of Business), exchange, transfer (other than in the Ordinary Course of Business), license (other than nonexclusive licenses in the Ordinary Course of Business), acquisition or disposition of any business or businesses or assets that constitute or account for 15% or more of the consolidated net revenues, net income or assets of WTSB.

(d) “Commercially Reasonable Efforts” means the reasonable efforts that a reasonably prudent Person would use in similar circumstances to achieve such results as expeditiously as possible, provided that such Person is not required to expend funds or assume liabilities beyond those that are reasonable in nature and amount in the context of the transactions contemplated by this Agreement.

(e) “Disclosing Party” means the party furnishing the Subject Information, including (i) all Persons related to or affiliated in any way with such party, and (ii) any Affiliate of such party.

(f) “Environmental Laws” means any applicable Laws, now in effect and in each case as amended to date, including any judicial or administrative order, consent decree, judgment relating to pollution or protection of public or employee health or safety or the environment, including without limitation, the Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended, 42 U.S.C. § 9601, et seq.; the Hazardous Materials Transportation Authorization Act, as amended 49 U.S.C. § 5101, et. seq.; the Resource Conservation and Recovery Act of 1976, as amended, 42 U.S.C. § 6901, et. seq.; the Federal Water Pollution Control Act, as amended, 33 U.S.C. §1201, et. seq.; the Toxic Substances Control Act, 15 U.S.C. § 2601, et. seq.; the Clean Air Act, 42 U.S.C. §7401, et. seq.; and the Safe Drinking Water Act, 42 U.S.C. § 300f. et. seq.

(g) “Governmental Authority” means any United States or foreign federal, state or local court, administrative agency, commission or other governmental authority, Regulatory Agency or instrumentality thereof, in each case, of competent jurisdiction.
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(h) “Hazardous Material” means any pollutant, contaminant, chemical, or toxic or hazardous substance, constituent, material or waste, or any other chemical, substances, constituent or waste including petroleum, including crude oil or any fraction thereof, or any petroleum product, defined as or included in the definition of “hazardous substances,” “hazardous wastes,” “hazardous materials,” “extremely hazardous wastes,” “restricted hazardous wastes,” “toxic substances,” “toxic pollutants,” “contaminants,” or “pollutants,” or words of similar import, under any Environmental Laws, or which is in any way regulated as hazardous or toxic by any federal, state or local government authority, agency or instrumentality, including mixtures thereof with other materials, and including any regulated building materials such as asbestos and lead, but notwithstanding the foregoing or any other provision in this Agreement to the contrary, the words “Hazardous Material” shall not mean or include any such Hazardous Material used, generated, manufactured, stored, disposed of or otherwise handled in normal quantities in the Ordinary Course of Business of WTSB in compliance with all Environmental Laws, or such that may be naturally occurring in any ambient air, surface water, ground water, land surface or subsurface strata.

(i) “Investment Securities” means a security held by WTSB and reflected as an asset of WTSB in accordance with GAAP or RAP.

(j) “Knowledge” means the knowledge of executive officers of SPFI, WTSB or any of their respective Subsidiaries, as and if applicable, with respect to a particular matter, after reasonable inquiry or that would be reasonably expected to come to the attention of such executive officer in the course of his or her duties with WTSB, SPFI or their respective Subsidiaries as and if applicable.

(k) “Law” means any federal, state, local, municipal or foreign statute, law, administrative order, constitution, ordinance, permit, treaty, judgment, decree, principles of common law, rule or regulation.

(l) “Material Adverse Change” means any (x) material adverse change in the financial condition, assets, properties, liabilities (absolute, accrued, contingent or otherwise), reserves, business or results of operations or (y) any change, development or effect that individually or in the aggregate would, or would be reasonably likely to, materially impair the ability of such party to perform its obligations under this Agreement or otherwise materially impairs, or is reasonably likely to materially impair, the ability of such party to consummate the Merger; other than, in each case, any change, circumstance, event or effect relating to (i) any change occurring after the Execution Date in any federal or state Law, which change affects banking institutions and their holding companies generally, including any change affecting the Deposit Insurance Fund administered by the FDIC, (ii) changes in general economic, legal, regulatory or political conditions affecting financial institutions generally, including changes in interest rates, credit availability and liquidity and currency exchange rates, (iii) general changes in credit markets or general downgrades in credit markets, (iv) changes in GAAP or RAP that affect financial institutions generally; (v) changes resulting from, acts of terrorism or war, or (vi) changes resulting from actions and omissions of SPFI, City Bank or WTSB taken at the request, or with the prior written consent, of the other party hereto in contemplation of the transactions contemplated hereby.
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(m) “Ordinary Course of Business” means the ordinary course of business of WTSB consistent with past custom and practice (including with respect to nature, scope, magnitude, quantity and frequency).

(n) “Person” means an individual, corporation, partnership, limited liability company, association, trust or other entity or organization, including any Governmental Authority.

(o) “Property” or “Properties” means all real property owned or leased by WTSB, including properties that WTSB has foreclosed on as well as their respective premises and all improvements and fixtures thereon.

(p) “Recipient” means the party receiving the Subject Information, including (i) all Persons related to or affiliated in any way with such party, and (ii) any Affiliate of such party.

(q) “Regulatory Agency” means (i) the SEC, (ii) any self-regulatory organization, (iv) the FDIC, (v) the TDB, and (vi) any other federal or state governmental or regulatory agency or authority.

(r) “Representative” means all directors, officers, shareholders, employees, representatives, advisors, attorneys, accountants and agents of the Recipient or the Disclosing Party or any of their respective Subsidiaries, as the case may be.

(s) “Subject Information” means all information furnished to the Recipient or its Representatives (whether prepared by the Disclosing Party, its Representatives or otherwise and whether or not identified as being non-public, confidential or proprietary) by or on behalf of the Disclosing Party or its Representatives relating to or involving the business, operations or affairs of the Disclosing Party; provided, however, the term “Subject Information” shall not include information that (a) was already in the Recipient’s possession at the time it was first furnished to Recipient by or on behalf of Disclosing Party, if such information is not known by the Recipient to be subject to another confidentiality agreement with or other obligation of secrecy to the Disclosing Party, its Subsidiaries or another party, (b) becomes generally available to the public other than as a result of a disclosure by the Recipient or its Representatives, or (c) becomes available to the Recipient on a non-confidential basis from a source other than the Disclosing Party, its Representative or otherwise, if such source is not known by the Recipient to be bound by a confidentiality agreement with or other obligation of secrecy to the Disclosing Party, its Representative or another party.

(t) “Subsidiary” means, when used with reference to any entity, (i) any entity, a majority of the outstanding voting securities of which are owned, directly or indirectly, by such entity or (ii) any partnership, joint venture or other enterprise in which such entity has, directly or indirectly, any equity interest.
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(u) “Superior Proposal” means a bona fide Acquisition Proposal made by a party other than SPFI that the WTSB Board determines in its good faith judgment, after consultation with its outside counsel and its independent financial advisor (i) is or would result in a transaction that if consummated would be more favorable to the Shareholders from a financial point of view than the Merger, taking into account all of the terms and conditions of such proposal and of this Agreement (including any proposal by SPFI to amend the terms of this Agreement) and (ii) is capable of being, and is reasonably likely to be, consummated on the terms so proposed taking into account all financial, regulatory, legal and other aspects of such proposal.

(v) “Tax” and “Taxes” means (i) any and all federal, state, local, or foreign income, gross receipts, license, payroll, employment, excise, severance, stamp, occupation, premium, windfall profits, environmental (including taxes under Code Section 59A), customs, duties, capital stock, franchise, margin, gross margin, profits, withholding, social security (or similar), unemployment, disability, real property, personal property, escheat, unclaimed property, abandonment, sales, use, transfer, registration, value added, alternative or add-on minimum, estimated, or other tax of any kind whatsoever, including any interest, penalty, or addition thereto, whether disputed or not; (ii) any liability for the payment of any amount of a type described in clause (i) arising as a result of being or having been a member of any consolidated, combined, unitary or other group or being or having been included or required to be included in any Tax Return related thereto; and (iii) any liability for the payment of any amount of a type described in clause (i) or clause (ii) as a result of any obligation to indemnify or otherwise assume or succeed to the liability of any other Person.

(w) “Tax Return” means any return, declaration, report, claim for refund, or information return or statement relating to Taxes, including any schedule or attachment thereto, and including any amendment thereof, supplied or required to be supplied to a Governmental Authority.

Section 13.11 Specific Performance. The parties hereto agree that irreparable damage would occur if any provision of this Agreement were not performed in accordance with the terms hereof and, accordingly, that the parties shall be entitled to an injunction or injunctions to prevent breaches of this Agreement or to enforce specifically the performance of the terms and provisions hereof (including the parties’ obligation to consummate the Merger), in addition to any other remedy to which they are entitled at Law or in equity. Each of the parties hereby further waives (a) any defense in any action for specific performance that a remedy at Law would be adequate and (b) any requirement under any Law to post security or a bond as a prerequisite to obtaining equitable relief.

Section 13.12 Attorneys’ Fees and Costs. If attorneys’ fees or other costs are incurred to secure performance of any of the obligations herein provided for, or to establish damages for the breach thereof, or to obtain any other appropriate relief, whether by way of prosecution or defense, the prevailing party shall be entitled to recover reasonable attorneys’ fees and costs incurred therein.

74
[image: ]

Section 13.13 Rules of Construction. When a reference is made in this Agreement to an Article, Section, Exhibit or Schedule, such reference shall be to an Article or Section of, or an Exhibit or Schedule to, this Agreement unless otherwise indicated. The table of contents and headings contained in this Agreement are for convenience of reference only and shall not affect in any way the meaning or interpretation of this Agreement. Whenever the words “include”, “includes” or “including” are used in this Agreement, they shall be deemed to be followed by the words “without limitation.” The words “hereof”, “herein” and “hereunder” and words of similar import when used in this Agreement shall refer to this Agreement as a whole and not to any particular provision in this Agreement. Each use herein of the masculine, neuter or feminine gender shall be deemed to include the other genders. Each use herein of the plural shall include the singular and vice versa, in each case as the context requires or as is otherwise appropriate. The word “or” is used in the inclusive sense. Any agreement, instrument or statute defined or referred to herein or in any agreement or instrument that is referred to herein means such agreement, instrument or statute as from time to time amended, modified or supplemented, including (in the case of agreements or instruments) by waiver or consent and (in the case of statutes) by succession of comparable successor statutes and references to all attachments thereto and instruments incorporated therein. References to a Person are also to its permitted successors or assigns.

Section 13.14	Disclosure Schedules.

(a) Prior to or simultaneous with the execution of this Agreement, WTSB delivered to SPFI the Disclosure Schedules, which set forth, among other things, items the disclosure of which is necessary or appropriate either in response to an express disclosure requirement contained in a provision hereof or as an exception to one or more representations or warranties contained in Article 3 or to one or more covenants contained herein (whether or not such section of this Agreement expressly references a schedule thereto). Except as set forth in the Disclosure Schedules, the information contained therein is dated as of the date of this Agreement or, if delivered pursuant to Section 6.12, as of such date delivered. Notwithstanding anything in this Agreement to the contrary, the mere inclusion of an item as an exception to a representation or warranty will not be deemed an admission that such item represents a material exception or material fact, event or circumstance or that such item has had or would be reasonably likely to have a Material Adverse Change.

(b) For purposes of this Agreement, a Schedule relating to a certain section may incorporate by reference disclosures made in other Schedules; provided, however, that any disclosure with respect to a particular Schedule will be deemed adequately disclosed in other Schedules to the extent it is readily apparent from the nature of the disclosure that such disclosure also applies to such other Schedules. Nothing in a Schedule is deemed adequate to disclose an exception to a representation or warranty made in this Agreement unless the Schedule identifies the exception with reasonable particularity.

Section 13.15 Binding Effect; Assignment. All of the terms, covenants, representations, warranties and conditions of this Agreement shall be binding upon, and inure to the benefit of and be enforceable by, the parties hereto and their respective heirs, successors, representatives and permitted assigns. Nothing expressed or referred to herein is intended or shall be construed to give any Person other than the parties hereto any legal or equitable right, remedy or claim under or in respect of this Agreement, or any provision herein contained, it being the intention of the parties hereto that this Agreement, the assumption of obligations and statements of responsibilities hereunder, and all other conditions and provisions hereof are for the sole benefit of the parties to this Agreement and for the benefit of no other Person. Nothing in this Agreement shall act to relieve or discharge the obligation or liability of any third party to any party to this Agreement, nor shall any provision give any third party any right of subrogation or action over or against any party to this Agreement. Notwithstanding any other provision of this Agreement, it is specifically intended by the parties to this Agreement that the Persons entitled to the benefits of the covenants contained in Section 7.05 are third-party beneficiaries solely with respect to such sections. No party to this Agreement shall assign this Agreement, by operation of Law or otherwise, in whole or in part, without the prior written consent of the other party. Any assignment made or attempted in violation of this Section 13.15 shall be void and of no effect.
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Section 13.16 Public Disclosure. None of SPFI, City Bank or WTSB will make, issue or release, or cause to be made, issued or released, any announcement, statement, press release, acknowledgment or other public disclosure of the existence, terms, conditions or status of this Agreement or the transactions contemplated hereby without the prior written consent of the other parties to this Agreement. Notwithstanding the foregoing, SPFI and WTSB, upon prior notice to the other party, will be permitted to make (i) disclosure to their own officers, directors, employees and shareholders, and (ii) any public disclosures or governmental filings as legal counsel may deem necessary to maintain compliance with or to prevent violations of applicable Laws or that may be necessary to obtain the Required Approvals for the transactions contemplated hereby.

Section 13.17 Extension; Waiver. At any time before the Closing Date, the parties hereto, by action taken or authorized by their respective boards of directors, may, to the extent legally allowed, (i) extend the time for the performance of any of the obligations or other acts of the other party hereto, (ii) waive any inaccuracies in the representations and warranties contained herein or in any document, certificate or writing delivered pursuant hereto or (iii) waive compliance with any of the agreements or conditions contained herein. Any agreement on the part of a party hereto to any such extension of waiver shall be valid only if set forth in a written instrument signed on behalf of such party in the manner provided in Section 13.17, but such extension or waiver or failure to insist on strict compliance with an obligation, covenant, agreement or condition shall not operate as a waiver of, or estoppel with respect to, any subsequent or other failure. No party to this Agreement shall by any act (except by a written instrument given pursuant to Section 13.17) be deemed to have waived any right or remedy hereunder or to have acquiesced in any breach of any of the terms and conditions hereof. No failure to exercise, nor any delay in exercising any right, power or privilege hereunder by any party hereto shall operate as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder shall preclude any other or further exercise thereof or the exercise of any other right, power or privilege. A waiver of any party of any right or remedy on any one occasion shall not be construed as a bar to any right or remedy that such party would otherwise have on any future occasion or to any right or remedy that any other party may have hereunder.

Section 13.18 Amendments. This Agreement may be amended by the parties hereto, by action taken or authorized by their respective boards of directors, at any time before or after approval of this Agreement by the Shareholders; but after the approval of this Agreement by the Shareholders, there shall not be, without the further approval of the Shareholders, any amendment of this Agreement that decreases the consideration to be paid for the shares of WTSB Stock pursuant to Section 2.01(c) that materially and adversely affects the rights of the Shareholders hereunder. This Agreement may not be amended except by an instrument in writing signed on behalf of each of the parties hereto.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereof have caused this Agreement to be executed by their duly authorized officers as of the date first above written.

SOUTH PLAINS FINANCIAL, INC.

	By:
	/s/ Curtis C. Griffith

	Name:
	Curtis C. Griffith

	Title:
	Chairman and Chief Executive Officer

	SPFI MERGER SUB, INC.

	By:
	/s/ Curtis C. Griffith

	Name:
	Curtis C. Griffith

	Title:
	President and Chief Executive Officer

	CITY BANK

	By:
	/s/ Cory T. Newsom

	Name:
	Cory T. Newsom

	Title:
	President & Chief Executive Officer

	WEST TEXAS STATE BANK

	By:
	/s/ R. Jay Phillips

	Name:
	R. Jay Phillips

	Title:
	Chairman & Chief Executive Officer
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FORM OF VOTING AGREEMENT

THIS VOTING AGREEMENT (this “Voting Agreement”), dated as of July 25, 2019, is executed by and among South Plains Financial, Inc., a Texas corporation (“SPFI”), City Bank, a Texas banking association (“City Bank”), West Texas State Bank, a Texas banking association (“WTSB”), and the shareholders of WTSB who are signatories hereto (referred to herein individually as a “Shareholder” and collectively as the “Shareholders”). Terms with their initial letters capitalized and not otherwise defined herein have the meanings given to them in the Agreement (as defined below).

RECITALS

WHEREAS, concurrently with the execution of this Voting Agreement, SPFI, City Bank and WTSB are entering into that certain Agreement and Plan of Merger, dated as of the date hereof (as such agreement may be amended or supplemented from time to time, the “Agreement”), pursuant to which SPFI will acquire for cash all of the issued and outstanding common shares, par value $5.00 per share, of WTSB (the “WTSB Stock”) and any rights to acquire shares of WTSB Stock through the merger of a wholly-owned subsidiary of SPFI (“Merger Sub”) with and into WTSB, with WTSB surviving the merger (the “Merger”), and which further contemplates that WTSB and City Bank will be combined through a bank-level merger, with City Bank continuing as the surviving entity, pursuant to a separate agreement and plan of merger;

WHEREAS, as a condition and inducement to SPFI’s and City Bank’s willingness to enter into the Agreement, each of the Shareholders has agreed to vote their WTSB Stock in favor of approval of the Agreement and the transactions contemplated thereby; and

WHEREAS, SPFI and City Bank are relying on this Voting Agreement in incurring expenses in reviewing WTSB’s business, in proceeding with the filing of applications for regulatory approvals and in undertaking other actions necessary for the consummation of the Merger.

NOW, THEREFORE, in consideration of the substantial expenses that SPFI and City Bank will incur in connection with the transactions contemplated by the Agreement and to induce SPFI and City Bank to execute the Agreement and to proceed to incur such expenses, and for other good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereby, severally and not jointly, agree as follows:

AGREEMENT

1. Each of the Shareholders hereby severally, but not jointly, represents and warrants to SPFI and City Bank that:

(a) such Shareholder is the registered owner or beneficial owner of, or has full voting power with respect to, the number of shares of WTSB Stock set forth below such Shareholder’s name on such Shareholder’s signature page to this Voting Agreement (the “Shares”) free and clear of all liens or encumbrances;

(b) except pursuant to this Voting Agreement, there are no options, warrants or other rights, agreements, arrangements or commitments of any character to which such Shareholder is a party relating to the pledge, disposition or voting of any of the Shares and there are no voting trusts or voting agreements with respect to the Shares;
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(c) such Shareholder does not beneficially own any shares of WTSB Stock other than (i) the Shares, and (ii) any options, warrants or other rights to acquire any additional shares of WTSB Stock or any security exercisable for or convertible into shares of WTSB Stock set forth on the signature page of this Voting Agreement; and

(d) such Shareholder has had an opportunity to obtain the advice of legal counsel prior to executing this Voting Agreement.

2. Each Shareholder hereby agrees during the term of this Voting Agreement to vote the Shares, and any additional shares of WTSB Stock or other voting securities of WTSB acquired by such Shareholder after the date hereof, (a) in favor of the approval and adoption of the Agreement and the transactions contemplated thereby at the meeting of shareholders of WTSB called for the purpose of considering and voting upon the approval of the Agreement and the transactions contemplated thereby (the “WTSB Meeting”) and (b) against approval of any Acquisition Proposal or any other proposal made in opposition to or in competition with this Voting Agreement or the Agreement (such Acquisition Proposal or other proposal, an “Opposing Proposal”) presented at the WTSB Meeting or any other meeting of shareholders held prior or subsequent to the WTSB Meeting or for which WTSB otherwise seeks the approval of the shareholders of WTSB.

3. Each Shareholder shall not invite or seek any Opposing Proposal, support (or publicly suggest that anyone else should support) any Opposing Proposal that may be made, or ask the board of directors of WTSB to consider, support or seek any Opposing Proposal or otherwise take any action designed to make any Opposing Proposal more likely. None of the Shareholders shall meet or otherwise communicate with any person or entity that makes or is considering making an Opposing Proposal or any representative of such person or entity after becoming aware that the person or entity has made or is considering making an Opposing Proposal. Each Shareholder shall promptly advise WTSB of each contact the Shareholder or any of the Shareholder’s representatives may receive from any person or entity relating to any Opposing Proposal or otherwise indicating that any person or entity may wish to participate or engage in any transaction arising out of any Opposing Proposal and shall provide WTSB with all information that is reasonably requested by SPFI and/or City Bank and is reasonably available to the Shareholder regarding any such Opposing Proposal or possible Opposing Proposal, unless such Shareholder knows WTSB has provided SPFI and/or City Bank with such information, and WTSB shall in turn provide any such information to SPFI and/or City Bank. Each Shareholder shall not make any claim or join in any litigation alleging that the board of directors of WTSB is required to consider, endorse or support any Opposing Proposal or to invite or seek any Opposing Proposal. Each Shareholder shall not take any other action that is reasonably likely to make consummation of the Merger less likely or to impair SPFI’s or City Bank’s ability to exercise any of the rights granted by the Agreement.

4. While this Voting Agreement is in effect, each Shareholder shall not, directly or indirectly, (a) sell, transfer, assign, pledge, encumber, hypothecate, cause to be redeemed or otherwise dispose (any such transaction, a “Transfer”) of any or all Shares or any shares of WTSB Stock subsequently acquired, (b) grant any proxy or interest in or with respect to any Shares or (c) deposit any Shares into a voting trust or enter into a voting agreement or arrangement with respect to any shares of WTSB Stock or grant any proxy with respect thereto, other than to other members of the board of directors of WTSB for the purpose of voting to approve the Agreement and the transactions contemplated thereby. This Section 4 shall not prohibit (w) Transfers to any member of the Shareholder’s family, subject to the transferee’s agreeing in writing to be bound by the terms of this Voting Agreement, (x) Transfers for estate and tax planning purposes, including Transfers to relatives, trusts and charitable organizations, subject to the transferee agreeing in writing to be bound by the terms of this Voting Agreement and the delivery of such agreement to SPFI and City Bank, (y) Transfers to any other shareholder of WTSB who has executed a copy of this Voting Agreement on the date hereof, and (z) such Transfers as SPFI and City Bank may otherwise permit in its sole discretion in writing. Any attempted Transfer of Shares or any shares of WTSB Stock subsequently acquired or any interest therein in violation of this Section 4 shall be null and void.
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5. Each Shareholder acknowledges that SPFI and City Bank are relying on this Voting Agreement in reviewing the business of WTSB in proceeding with the filing of applications for regulatory approvals and in undertaking other actions necessary for the consummation of the Merger. WTSB and each Shareholder acknowledges that the performance of this Voting Agreement is intended to benefit SPFI, City Bank and WTSB.

6. This Voting Agreement shall continue in effect until the earlier to occur of (a) the termination of the Agreement in accordance with its terms, (b) the consummation of the Merger, or (c) the fifth (5th) anniversary of the date of this Voting Agreement.

7. Nothing in this Voting Agreement shall be deemed to restrict any of the Shareholders from taking any action on behalf of WTSB solely in the capacity of a director or officer of WTSB (if applicable) that such Shareholder believes is necessary to fulfill the Shareholder’s duties and obligations as a director or officer (if applicable). Each Shareholder is executing this Voting Agreement solely in his or her capacity as a shareholder of WTSB.

8. Each Shareholder has the legal capacity, power and authority to enter into and perform all of the Shareholder’s obligations under this Voting Agreement. This Voting Agreement has been duly and validly executed and delivered by the Shareholder and constitutes the legal, valid and binding obligation of the Shareholder, enforceable against the Shareholder in accordance with its terms except as the enforceability may be limited by bankruptcy, insolvency or other laws affecting creditors rights (whether enforce in law or in equity). If the Shareholder is married and his or her Shares constitute community property, this Voting Agreement has been duly authorized, executed and delivered by, and constitutes a valid and binding agreement of, such Shareholder’s spouse, enforceable against such spouse in accordance with its terms.

9. Each Shareholder hereby (a) confirms such Shareholder’s knowledge of the availability of the rights of dissenting shareholders under the Texas Business Organizations Code (the “TBOC”) with respect to the Merger and (b) confirms receipt of a copy of the provisions of the TBOC related to the rights of dissenting shareholders attached hereto as Annex A. Each Shareholder hereby waives and agrees not to assert, and shall use its best efforts to cause any of its affiliates who hold of record any of the Shareholder’s Shares to waive and not to assert, any appraisal rights with respect to the Merger that the Shareholder or such affiliate may now or hereafter have with respect to any Shares (or any other shares of capital stock of WTSB that the Shareholder shall hold of record at the time that Shareholder may be entitled to assert appraisal rights with respect to the Merger) whether pursuant to the TBOC or otherwise.

10. This Voting Agreement may not be modified, amended, altered or supplemented with respect to a particular Shareholder except upon the execution and delivery of a written agreement executed by each of SPFI, City Bank, WTSB and the Shareholder. Any such amendment, modification, alteration or supplement shall only apply to the Shareholder(s) executing such written agreement and this Voting Agreement shall remain in full force and effect with respect to Shareholders who do not execute such written agreement.

11. For the convenience of the parties hereto, this Voting Agreement may be executed simultaneously in two or more counterparts, each of which will be deemed an original but all of which shall constitute one and the same instrument. An email or electronic scan in “.pdf” format of a signed counterpart of this Voting Agreement will be sufficient to bind the party or parties whose signature(s) appear thereon.
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12. This Voting Agreement, together with the Agreement and the agreements contemplated thereby, embody the entire agreement and understanding of the parties hereto in respect to the subject matter contained herein. This Voting Agreement supersedes all prior agreements and understandings among the parties with respect to such subject matter contained herein. In the event of a conflict between the terms of this Voting Agreement and the terms of the Agreement, the terms of the Agreement shall control.

13. All notices, requests, demands and other communications required or permitted to be given under this Voting Agreement shall be in writing and shall be deemed to have been duly given if delivered in person, mailed by first class mail (postage prepaid) or sent by email, courier or personal delivery to the parties at the following addresses unless by such notice a different address shall have been designated:

If to SPFI or City Bank:

Mr. Curtis C. Griffith

Chairman and CEO

South Plains Financial, Inc.

5219 City Bank Parkway

Lubbock, Texas 79407

Facsimile: (806) 791-5331

Electronic mail: cgriffith@city.bank

With a copy (which shall not constitute notice) to:

Mrs. Heather A. Eastep

Hunton Andrews Kurth LLP

2200 Pennsylvania Avenue NW

Washington, DC 20037

Facsimile: (202) 778-2201

Electronic mail: heastep@HuntonAK.com

If to WTSB:

Mr. R. Jay Phillips

Chairman and CEO

West Texas State Bank

1501 West University Boulevard

Odessa, Texas 79764

Facsimile: (432) 570-8728

Electronic mail: rjayphillips@wtstatebk.com

With a copy (which shall not constitute notice) to:

Mr. Sanford M. Brown

Alston & Bird LLP

2200 Ross Avenue

Suite 2300

Dallas, Texas 75201

Facsimile: (214) 922-3899

Electronic mail: sanford.brown@alston.com
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If to a Shareholder:

At the address set forth on such Shareholder’s signature page to this Voting Agreement.

All notices sent by mail as provided above shall be deemed delivered three (3) days after deposit in the mail, all notices sent by courier as provided above shall be deemed delivered one (1) day after being sent and all notices sent by email shall be deemed delivered upon confirmation of receipt. All other notices shall be deemed delivered when actually received. Any party to this Voting Agreement may change its address for the giving of notice specified above by giving notice as provided herein. Notices permitted to be sent via email shall be deemed delivered only if sent to such persons at such email addresses as may be set forth in writing (and confirmation of receipt is received by the sending party).

14. From time to time, at SPFI’s or City Bank’s request and without further consideration, each Shareholder shall execute and deliver such additional documents reasonably requested by SPFI or City Bank as may be necessary or desirable to consummate and make effective, in the most expeditious manner practicable, the transactions contemplated by this Voting Agreement.

15. Each Shareholder recognizes and acknowledges that a breach by the Shareholder of any covenants or agreements contained in this Voting Agreement will cause SPFI and/or City Bank to sustain damages for which it would not have an adequate remedy at law for money damages, and therefore the parties hereto agree that, in the event of any such breach, SPFI and/or City Bank shall be entitled to seek the remedy of specific performance of such covenants and agreements and injunctive and other equitable relief, without the necessity of posting bond or proving actual damages, in addition to any other remedy to which it may be entitled, at law or in equity.

16. THIS VOTING AGREEMENT IS TO BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF TEXAS WITHOUT REGARD FOR CONFLICT OF LAWS PRINCIPLES THEREOF. ANY SUIT, ACTION OR OTHER PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS VOTING AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY MUST BE BROUGHT IN THE COURTS OF THE STATE OF TEXAS, COUNTY OF LUBBOCK, OR, IF IT HAS OR CAN ACQUIRE JURISDICTION, IN THE U.S. DISTRICT COURT FOR THE NORTHERN DISTRICT OF TEXAS (LUBBOCK DIVISION), AND EACH PARTY IRREVOCABLY SUBMITS TO THE EXCLUSIVE JURISDICTION OF SUCH COURT IN ANY SUCH SUIT, ACTION OR OTHER PROCEEDING.

17. EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY CONTROVERSY WHICH MAY ARISE UNDER THIS VOTING AGREEMENT IS LIKELY TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEREFORE EACH SUCH PARTY HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY RIGHT SUCH PARTY MAY HAVE TO A TRIAL BY JURY IN RESPECT OF ANY SUIT, ACTION OR OTHER PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS VOTING AGREEMENT OR THE TRANSACTIONS CONTEMPLATED BY THIS VOTING AGREEMENT. EACH PARTY CERTIFIES AND ACKNOWLEDGES THAT: (A) NO REPRESENTATIVE, AGENT OR ATTORNEY OF ANY OTHER PARTY HAS REPRESENTED, EXPRESSLY OR OTHERWISE, THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF ANY ACTION, SUIT OR PROCEEDING, SEEK TO ENFORCE THE FOREGOING WAIVER, (B) EACH PARTY UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS OF THIS WAIVER, (C) EACH PARTY MAKES THIS WAIVER VOLUNTARILY AND (D) EACH PARTY HAS BEEN INDUCED TO ENTER INTO THIS VOTING AGREEMENT BY, AMONG OTHER THINGS, THE MUTUAL WAIVERS AND CERTIFICATIONS IN THIS SECTION 17.
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18. All of the terms, covenants, representations, warranties and conditions of this Voting Agreement are binding upon, and inure to the benefit of and are enforceable by, the parties and their respective successors, representatives and permitted assigns. No party hereto may assign this Voting Agreement, by operation of law or otherwise, in whole or in part, without the prior written consent of the other parties, and any purported assignment made or attempted in violation of this Section 18 shall be null and void. Nothing contained in this Voting Agreement, express or implied, is intended to confer upon any persons or entities, other than the parties hereto or their respective successors, any rights, remedies, obligations or liabilities under or by reason of this Voting Agreement.

19. If any provision of this Voting Agreement is held invalid or unenforceable by any court of competent jurisdiction, there will be added automatically as a part of this Voting Agreement a provision mutually agreed to which is similar in terms to such invalid or unenforceable provision as may be possible and still be valid and enforceable, and the other provisions of this Voting Agreement will remain in full force and effect. Any provision of this Voting Agreement held invalid or unenforceable only in part or degree will remain in full force and effect to the extent not held invalid or unenforceable.

[Signature Page Follows]
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IN WITNESS WHEREOF, the parties hereto have executed this Voting Agreement as of the date first above written.

SOUTH PLAINS FINANCIAL, INC.

By:
[image: ]

Curtis C. Griffith, Chairman & Chief Executive Officer

CITY BANK

By:
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Cory T. Newsom, President & Chief Executive Officer

WEST TEXAS STATE BANK

By:
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R. Jay Phillips, Chairman & Chief Executive Officer

SHAREHOLDER
[image: ]

Name:
[image: ]

Number of Shares:
[image: ]

Address for notice purposes:
[image: ][image: ][image: ]



[Signature Page to Voting Agreement]
[image: ]

ANNEX A

DISSENTERS’ RIGHTS

· 10.351. APPLICABILITY OF SUBCHAPTER.

(a) This subchapter does not apply to a fundamental business transaction of a domestic entity if, immediately before the effective date of the fundamental business transaction, all of the ownership interests of the entity otherwise entitled to rights to dissent and appraisal under this code are held by one owner or only by the owners who approved the fundamental business transaction.

(b) This subchapter applies only to a “domestic entity subject to dissenters’ rights,” as defined in Section 1.002. That term includes a domestic for-profit corporation, professional corporation, professional association, and real estate investment trust. Except as provided in Subsection (c), that term does not include a partnership or limited liability company.

(c) The governing documents of a partnership or a limited liability company may provide that its owners are entitled to the rights of dissent and appraisal provided by this subchapter.

· 10.352. DEFINITIONS.

In this subchapter:

(1) “Dissenting owner” means an owner of an ownership interest in a domestic entity subject to dissenters’ rights who:

(A) provides notice under Section 10.356; and

(B) complies with the requirements for perfecting that owner’s right to dissent under this subchapter.

(2) “Responsible organization” means:

(A) the organization responsible for:

(i) the provision of notices under this subchapter; and

(ii) the primary obligation of paying the fair value for an ownership interest held by a dissenting owner;

(B) with respect to a merger or conversion:

(i) for matters occurring before the merger or conversion, the organization that is merging or converting; and

(ii) for matters occurring after the merger or conversion, the surviving or new organization that is primarily obligated for the payment of the fair value of the dissenting owner’s ownership interest in the merger or conversion;

(C) with respect to an interest exchange, the organization the ownership interests of which are being acquired in the interest exchange;

and

(D) with respect to the sale of all or substantially all of the assets of an organization, the organization the assets of which are to be transferred by sale or in another manner.
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· 10.353. FORM AND VALIDITY OF NOTICE.

(a) Notice required under this subchapter:

(1) must be in writing; and

(2) may be mailed, hand-delivered, or delivered by courier or electronic transmission.

(b) Failure to provide notice as required by this subchapter does not invalidate any action taken.

· 10.354. RIGHTS OF DISSENT AND APPRAISAL.

(a) Subject to Subsection (b), an owner of an ownership interest in a domestic entity subject to dissenters’ rights is entitled to:

(1) dissent from:

(A) a plan of merger to which the domestic entity is a party if owner approval is required by this code and the owner owns in the domestic entity an ownership interest that was entitled to vote on the plan of merger;

(B) a sale of all or substantially all of the assets of the domestic entity if owner approval is required by this code and the owner owns in the domestic entity an ownership interest that was entitled to vote on the sale;

(C) a plan of exchange in which the ownership interest of the owner is to be acquired;

(D) a plan of conversion in which the domestic entity is the converting entity if owner approval is required by this code and the owner owns in the domestic entity an ownership interest that was entitled to vote on the plan of conversion; or

(E) a merger effected under Section 10.006 in which:

(i) the owner is entitled to vote on the merger; or

(ii) he ownership interest of the owner is converted or exchanged; and

(2) Subject to compliance with the procedures set forth in this subchapter, obtain the fair value of that ownership interest through an appraisal.

(b) Notwithstanding Subsection (a), subject to Subsection (c), an owner may not dissent from a plan of merger or conversion in which there is a single surviving or new domestic entity or non-code organization, or from a plan of exchange, if:

(1) the ownership interest, or a depository receipt in respect of the ownership interest, held by the owner is part of a class or series of ownership interests, or depository receipts in respect of ownership interests, that are, on the record date set for purposes of determining which owners are entitled to vote on the plan of merger, conversion, or exchange, as appropriate:

(A) listed on a national securities exchange or a similar system;

(B) listed on the Nasdaq Stock Market or a successor quotation system;
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(C) designated as a national market security on an interdealer quotation system by the National Association of Securities Dealers, Inc.,

or a successor system; or

(D) held of record by at least 2,000 owners;

(2) the owner is not required by the terms of the plan of merger, conversion, or exchange, as appropriate, to accept for the owner’s ownership interest any consideration that is different from the consideration to be provided to any other holder of an ownership interest of the same class or series as the ownership interest held by the owner, other than cash instead of fractional shares or interests the owner would otherwise be entitled to receive; and

(3) the owner is not required by the terms of the plan of merger, conversion, or exchange, as appropriate, to accept for the owner’s ownership interest any consideration other than:

(A) ownership interests, or depository receipts in respect of ownership interests, of a domestic entity or non-code organization of the same general organizational type that, immediately after the effective date of the merger, conversion, or exchange, as appropriate, will be part of a class or series of ownership interests, or depository receipts in respect of ownership interests, that are:

(i) listed on a national securities exchange or authorized for listing on the exchange on official notice of issuance;

(ii) approved for quotation as a national market security on an interdealer quotation system by the National Association of Securities Dealers, Inc., or a successor entity; or

(iii) held of record by at least 2,000 owners;

(B) cash instead of fractional ownership interests the owner would otherwise be entitled to receive; or

(C) any combination of the ownership interests and cash described by Paragraphs (A) and (B).

(c) Subsection (b) shall not apply to a domestic entity that is a subsidiary with respect to a merger under Section 10.006.

· 10.355. NOTICE OF RIGHT OF DISSENT AND APPRAISAL.

(a) A domestic entity subject to dissenters’ rights that takes or proposes to take an action regarding which an owner has a right to dissent and obtain an appraisal under Section 10.354 shall notify each affected owner of the owner’s rights under that section if:

(1) the action or proposed action is submitted to a vote of the owners at a meeting; or

(2) approval of the action or proposed action is obtained by written consent of the owners instead of being submitted to a vote of the owners.

(b) If a parent organization effects a merger under Section 10.006 and a subsidiary organization that is a party to the merger is a domestic entity subject to dissenters’ rights, the responsible organization shall notify the owners of that subsidiary organization who have a right to dissent to the merger under Section 10.354 of their rights under this subchapter not later than the 10th day after the effective date of the merger. The notice must also include a copy of the certificate of merger and a statement that the merger has become effective.
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(c) A notice required to be provided under Subsection (a) or (b) must:

(1) be accompanied by a copy of this subchapter; and

(2) advise the owner of the location of the responsible organization’s principal executive offices to which a notice required under Section 10.356(b)(2) may be provided.

(d) In addition to the requirements prescribed by Subsection (c), a notice required to be provided under Subsection (a)(1) must accompany the notice of the meeting to consider the action, and a notice required under Subsection (a)(2) must be provided to:

(1) each owner who consents in writing to the action before the owner delivers the written consent; and

(2) each owner who is entitled to vote on the action and does not consent in writing to the action before the 11th day after the date the action

takes effect.

(e) Not later than the 10th day after the date an action described by Subsection (a)(1) takes effect, the responsible organization shall give notice that the action has been effected to each owner who voted against the action and sent notice under Section 10.356(b)(2).

· 10.356. PROCEDURE FOR DISSENT BY OWNERS AS TO ACTIONS; PERFECTION OF RIGHT OF DISSENT AND APPRAISAL.

(a) An owner of an ownership interest of a domestic entity subject to dissenters’ rights who has the right to dissent and appraisal from any of the actions referred to in Section 10.354 may exercise that right to dissent and appraisal only by complying with the procedures specified in this subchapter. An owner’s right of dissent and appraisal under Section 10.354 may be exercised by an owner only with respect to an ownership interest that is not voted in favor of the action.

(b) To perfect the owner’s rights of dissent and appraisal under Section 10.354, an owner:

(1) with respect to the ownership interest for which the rights of dissent and appraisal are sought:

(A) must vote against the action if the owner is entitled to vote on the action and the action is approved at a meeting of the owners; and

(B) may not consent to the action if the action is approved by written consent; and

(2) must give to the responsible organization a notice dissenting to the action that:

(A) is addressed to the president and secretary of the responsible organization;

(B) demands payment of the fair value of the ownership interests for which the rights of dissent and appraisal are sought;
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(C) provides to the responsible organization an address to which a notice relating to the dissent and appraisal procedures under this

subchapter may be sent;

(D) states the number and class of the ownership interests of the domestic entity owned by the owner and the fair value of the ownership interests as estimated by the owner; and

(E) is delivered to the responsible organization at its principal executive offices at the following time:

(i) before the action is considered for approval, if the action is to be submitted to a vote of the owners at a meeting;

(ii) not later than the 20th day after the date the responsible organization sends to the owner a notice that the action was approved by the requisite vote of the owners, if the action is to be undertaken on the written consent of the owners; or

(iii) not later than the 20th day after the date the responsible organization sends to the owner a notice that the merger was effected, if the action is a merger effected under Section 10.006.

(c) An owner who does not make a demand within the period required by Subsection (b)(2)(E) is bound by the action and is not entitled to exercise the rights of dissent and appraisal under Section 10.354.

(d) Not later than the 20th day after the date an owner makes a demand under this section, the owner must submit to the responsible organization any certificates representing the ownership interest to which the demand relates for purposes of making a notation on the certificates that a demand for the payment of the fair value of an ownership interest has been made under this section. An owner’s failure to submit the certificates within the required period has the effect of terminating, at the option of the responsible organization, the owner’s rights to dissent and appraisal under Section 10.354 unless a court, for good cause shown, directs otherwise.

(e) If a domestic entity and responsible organization satisfy the requirements of this subchapter relating to the rights of owners of ownership interests in the entity to dissent to an action and seek appraisal of those ownership interests, an owner of an ownership interest who fails to perfect that owner’s right of dissent in accordance with this subchapter may not bring suit to recover the value of the ownership interest or money damages relating to the action.

· 10.357. WITHDRAWAL OF DEMAND FOR FAIR VALUE OF OWNERSHIP INTEREST.

(a) An owner may withdraw a demand for the payment of the fair value of an ownership interest made under Section 10.356 before:

(1) payment for the ownership interest has been made under Sections 10.358 and 10.361; or

(2) a petition has been filed under Section 10.361.
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(b) Unless the responsible organization consents to the withdrawal of the demand, an owner may not withdraw a demand for payment under Subsection (a) after either of the events specified in Subsections (a)(1) and (2).

· 10.358. RESPONSE BY ORGANIZATION TO NOTICE OF DISSENT AND DEMAND FOR FAIR VALUE BY DISSENTING OWNER.

(a) Not later than the 20th day after the date a responsible organization receives a demand for payment made by a dissenting owner in accordance with Section 10.356, the responsible organization shall respond to the dissenting owner in writing by:

(1) accepting the amount claimed in the demand as the fair value of the ownership interests specified in the notice; or

(2) rejecting the demand and including in the response the requirements prescribed by Subsection (c).

(b) If the responsible organization accepts the amount claimed in the demand, the responsible organization shall pay the amount not later than the 90th day after the date the action that is the subject of the demand was effected if the owner delivers to the responsible organization:

(1) endorsed certificates representing the ownership interests if the ownership interests are certificated; or

(2) signed assignments of the ownership interests if the ownership interests are uncertificated.

(c) If the responsible organization rejects the amount claimed in the demand, the responsible organization shall provide to the owner:

(1) an estimate by the responsible organization of the fair value of the ownership interests; and

(2) an offer to pay the amount of the estimate provided under Subdivision (1).

(d) An offer made under Subsection (c)(2) must remain open for a period of at least 60 days from the date the offer is first delivered to the dissenting

owner.

(e) If a dissenting owner accepts an offer made by a responsible organization under Subsection (c)(2) or if a dissenting owner and a responsible organization reach an agreement on the fair value of the ownership interests, the responsible organization shall pay the agreed amount not later than the 60th day after the date the offer is accepted or the agreement is reached, as appropriate, if the dissenting owner delivers to the responsible organization:

(1) endorsed certificates representing the ownership interests if the ownership interests are certificated; or

(2) signed assignments of the ownership interests if the ownership interests are uncertificated.
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· 10.359. RECORD OF DEMAND FOR FAIR VALUE OF OWNERSHIP INTEREST.

(a) A responsible organization shall note in the organization’s ownership interest records maintained under Section 3.151 the receipt of a demand for payment from any dissenting owner made under Section 10.356.

(b) If an ownership interest that is the subject of a demand for payment made under Section 10.356 is transferred, a new certificate representing that ownership interest must contain:

(1) a reference to the demand; and

(2) the name of the original dissenting owner of the ownership interest.

· 10.360. RIGHTS OF TRANSFEREE OF CERTAIN OWNERSHIP INTEREST. A transferee of an ownership interest that is the subject of a demand for payment made under Section 10.356 does not acquire additional rights with respect to the responsible organization following the transfer. The transferee has only the rights the original dissenting owner had with respect to the responsible organization after making the demand.

· 10.361. PROCEEDING TO DETERMINE FAIR VALUE OF OWNERSHIP INTEREST AND OWNERS ENTITLED TO PAYMENT; APPOINTMENT OF APPRAISERS.

(a) If a responsible organization rejects the amount demanded by a dissenting owner under Section 10.358 and the dissenting owner and responsible organization are unable to reach an agreement relating to the fair value of the ownership interests within the period prescribed by Section 10.358(d), the dissenting owner or responsible organization may file a petition requesting a finding and determination of the fair value of the owner’s ownership interests in a court in:

(1) the county in which the organization’s principal office is located in this state; or

(2) the county in which the organization’s registered office is located in this state, if the organization does not have a business office in this

state.

(b) A petition described by Subsection (a) must be filed not later than the 60th day after the expiration of the period required by Section 10.358(d).

(c) On the filing of a petition by an owner under Subsection (a), service of a copy of the petition shall be made to the responsible organization. Not later than the 10th day after the date a responsible organization receives service under this subsection, the responsible organization shall file with the clerk of the court in which the petition was filed a list containing the names and addresses of each owner of the organization who has demanded payment for ownership interests under Section 10.356 and with whom agreement as to the value of the ownership interests has not been reached with the responsible organization. If the responsible organization files a petition under Subsection (a), the petition must be accompanied by this list.

(d) The clerk of the court in which a petition is filed under this section shall provide by registered mail notice of the time and place set for the hearing

to:
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(1) the responsible organization; and

(2) each owner named on the list described by Subsection (c) at the address shown for the owner on the list.

(e) The court shall:

(1) determine which owners have:

(A) perfected their rights by complying with this subchapter; and

(B) become subsequently entitled to receive payment for the fair value of their ownership interests; and

(2) appoint one or more qualified appraisers to determine the fair value of the ownership interests of the owners described by Subdivision (1).

(f) The court shall approve the form of a notice required to be provided under this section. The judgment of the court is final and binding on the responsible organization, any other organization obligated to make payment under this subchapter for an ownership interest, and each owner who is notified as required by this section.

· 10.362. COMPUTATION AND DETERMINATION OF FAIR VALUE OF OWNERSHIP INTEREST.

(a) For purposes of this subchapter, the fair value of an ownership interest of a domestic entity subject to dissenters’ rights is the value of the ownership interest on the date preceding the date of the action that is the subject of the appraisal. Any appreciation or depreciation in the value of the ownership interest occurring in anticipation of the proposed action or as a result of the action must be specifically excluded from the computation of the fair value of the ownership interest.

(b) In computing the fair value of an ownership interest under this subchapter, consideration must be given to the value of the organization as a going concern without including in the computation of value any:

(1) payment for a control premium or minority discount other than a discount attributable to the type of ownership interests held by the

dissenting owner; and

(2) limitation placed on the rights and preferences of those ownership interests.

(c) The determination of the fair value of an ownership interest made for purposes of this subchapter may not be used for purposes of making a determination of the fair value of that ownership interest for another purpose or of the fair value of another ownership interest, including for purposes of determining any minority or liquidity discount that might apply to a sale of an ownership interest.

· 10.363. POWERS AND DUTIES OF APPRAISER; APPRAISAL PROCEDURES.

(a) An appraiser appointed under Section 10.361 has the power and authority that:

(1) is granted by the court in the order appointing the appraiser; and
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(2) may be conferred by a court to a master in chancery as provided by Rule 171, Texas Rules of Civil Procedure.

(b) The appraiser shall:

(1) determine the fair value of an ownership interest of an owner adjudged by the court to be entitled to payment for the ownership interest;

and

(2) file with the court a report of that determination.

(c) The appraiser is entitled to examine the books and records of a responsible organization and may conduct investigations as the appraiser considers appropriate. A dissenting owner or responsible organization may submit to an appraiser evidence or other information relevant to the determination of the fair value of the ownership interest required by Subsection (b)(1).

(d) The clerk of the court appointing the appraiser shall provide notice of the filing of the report under Subsection (b) to each dissenting owner named in the list filed under Section 10.361 and the responsible organization.

· 10.364. OBJECTION TO APPRAISAL; HEARING.

(a) A dissenting owner or responsible organization may object, based on the law or the facts, to all or part of an appraisal report containing the fair value of an ownership interest determined under Section 10.363(b).

(b) If an objection to a report is raised under Subsection (a), the court shall hold a hearing to determine the fair value of the ownership interest that is the subject of the report. After the hearing, the court shall require the responsible organization to pay to the holders of the ownership interest the amount of the determined value with interest, accruing from the 91st day after the date the applicable action for which the owner elected to dissent was effected until the date of the judgment.

(c) Interest under Subsection (b) accrues at the same rate as is provided for the accrual of prejudgment interest in civil cases.

(d) The responsible organization shall:

(1) immediately pay the amount of the judgment to a holder of an uncertificated ownership interest; and

(2) pay the amount of the judgment to a holder of a certificated ownership interest immediately after the certificate holder surrenders to the responsible organization an endorsed certificate representing the ownership interest.

(e) On payment of the judgment, the dissenting owner does not have an interest in the:

(1) ownership interest for which the payment is made; or

(2) responsible organization with respect to that ownership interest.
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· 10.365. COURT COSTS; COMPENSATION FOR APPRAISER.

(a) An appraiser appointed under Section 10.361 is entitled to a reasonable fee payable from court costs.

(b) All court costs shall be allocated between the responsible organization and the dissenting owners in the manner that the court determines to be fair

and equitable.

· 10.366. STATUS OF OWNERSHIP INTEREST HELD OR FORMERLY HELD BY DISSENTING OWNER.

(a) An ownership interest of an organization acquired by a responsible organization under this subchapter:

(1) in the case of a merger, conversion, or interest exchange, shall be held or disposed of as provided in the plan of merger, conversion, or

interest exchange; and

(2) in any other case, may be held or disposed of by the responsible organization in the same manner as other ownership interests acquired by the organization or held in its treasury.

(b) An owner who has demanded payment for the owner’s ownership interest under Section 10.356 is not entitled to vote or exercise any other rights of another owner with respect to the ownership interest except the right to:

(1) receive payment for the ownership interest under this subchapter; and

(2) bring an appropriate action to obtain relief on the ground that the action to which the demand relates would be or was fraudulent.

(c) An ownership interest for which payment has been demanded under Section 10.356 may not be considered outstanding for purposes of any subsequent vote or action.

· 10.367. RIGHTS OF OWNERS FOLLOWING TERMINATION OF RIGHT OF DISSENT.

(a) The rights of a dissenting owner terminate if:

(1) the owner withdraws the demand under Section 10.356;

(2) the owner’s right of dissent is terminated under Section 10.356;

(3) a petition is not filed within the period required by Section 10.361; or

(4) after a hearing held under Section 10.361, the court adjudges that the owner is not entitled to elect to dissent from an action under this

subchapter.

(b) On termination of the right of dissent under this section:

(1) the dissenting owner and all persons claiming a right under the owner are conclusively presumed to have approved and ratified the action to which the owner dissented and are bound by that action;

(2) the owner’s right to be paid the fair value of the owner’s ownership interests ceases and the owner’s status as an owner of those ownership interests is restored without prejudice in any interim proceeding if the owner’s ownership interests were not canceled, converted, or exchanged as a result of the action or a subsequent fundamental business transaction; and
[image: ]

(3) the dissenting owner is entitled to receive dividends or other distributions made in the interim to owners of the same class and series of ownership interests held by the owner as if a demand for the payment of the ownership interests had not been made under Section 10.356, subject to any change in or adjustment to ownership interests because of the cancellation or exchange of the ownership interests after the date a demand under Section 10.356 was made pursuant to a fundamental business transaction.

· 10.368. EXCLUSIVITY OF REMEDY OF DISSENT AND APPRAISAL.

In the absence of fraud in the transaction, any right of an owner of an ownership interest to dissent from an action and obtain the fair value of the ownership interest under this subchapter is the exclusive remedy for recovery of:

(1) the value of the ownership interest or money damages to the owner with respect to the ownership interest; and

(2) the owner’s right in the organization with respect to a fundamental business transaction.

[END]
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FORM OF DIRECTOR SUPPORT AGREEMENT

THIS DIRECTOR SUPPORT AGREEMENT (this “Support Agreement”) is made and entered into as of July 25, 2019 (the “Execution Date”), by and among South Plains Financial, Inc., a Texas corporation (“SPFI”), City Bank, a Texas banking association (“City Bank”), West Texas State Bank, a Texas banking association (“WTSB”), and ____________________, an individual resident of the State of Texas (the “Undersigned”). Terms with their initial letters capitalized and not otherwise defined herein have the meanings given to them in the Agreement (as defined below).

RECITALS

WHEREAS, the Undersigned is a director of WTSB;

WHEREAS, concurrently with the execution of this Support Agreement, SPFI, a wholly-owned subsidiary of SPFI (“Merger Sub”), City Bank and WTSB are entering into that certain Agreement and Plan of Merger, dated as of the date hereof (as such agreement may be amended or supplemented from time to time, the “Agreement”), pursuant to which SPFI will acquire for cash all of the issued and outstanding common shares, par value $5.00 per share, of WTSB (the “WTSB Stock”) and any rights to acquire shares of WTSB Stock through the merger of Merger Sub with and into WTSB, with WTSB surviving the merger (the “Merger”), and which further contemplates that WTSB and City Bank will be combined through a bank-level merger, with City Bank continuing as the surviving entity, pursuant to a separate agreement and plan of merger (the “Bank Merger”);

WHEREAS, the term “WTSB” as used in this Support Agreement with respect to time periods after the Effective Time shall mean SPFI and City Bank, as successor to WTSB in the Merger and the Bank Merger;

WHEREAS, the Undersigned, as a director of WTSB, has had access to certain Confidential Information (as defined below), including, without limitation, information concerning WTSB’s business and the relationships between WTSB, its vendors and customers, and WTSB’s status and relationship with peer institutions that compete with SPFI, City Bank, and WTSB, and has had access to trade secrets, customer goodwill and proprietary information of WTSB and its business that constitute a substantial asset to be acquired by SPFI and City Bank; and

WHEREAS, the Undersigned recognizes that SPFI’s and City Bank’s willingness to enter into the Agreement is dependent on the Undersigned entering into this Support Agreement (including the anti-piracy/non-solicitation/non-competition covenants below) and, therefore, this Support Agreement is incident thereto.

NOW, THEREFORE, for the new Confidential Information the Undersigned will be provided, training that is expected to be made available to the Undersigned and for other good and valuable consideration contained herein and in the Agreement, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree as follows:

AGREEMENT

1. Director Support. The Undersigned agrees to use his or her best efforts to refrain from harming the goodwill and business relationships of SPFI, City Bank, WTSB and their respective subsidiaries, and their respective customer and client relationships during the term of this Support Agreement.
[image: ]

2. Non-Disclosure Obligations. The Undersigned agrees that he or she will not make any unauthorized disclosure, directly or indirectly, of any Confidential Information of SPFI, City Bank or WTSB to third parties, or make any use thereof, directly or indirectly for the benefit of anyone other than SPFI, City Bank, WTSB or any of their affiliates. The Undersigned also agrees that he or she shall deliver promptly to SPFI, City Bank or WTSB at any time at its reasonable request, without retaining any copies, all documents and other material in the Undersigned’s possession at that time that contain any Confidential Information of, or property belonging to, SPFI, City Bank or WTSB, or Confidential Information or other information regarding third parties learned in such person’s position as a director, officer, employee or shareholder of WTSB.

For purposes of this Support Agreement, “Confidential Information” means and includes WTSB’s confidential and/or proprietary information and/or trade secrets that have been and/or will be developed or used by WTSB during Director’s tenure as a director of WTSB and that cannot be obtained readily by third parties from outside sources. Confidential Information includes, but is not limited to, the: information regarding past, current and prospective customers and investors and business affiliates, employees, contractors, and the industry not generally known to the public; strategies, methods, books, records, and documents; technical information concerning products, equipment, services, and processes; procurement procedures, pricing, and pricing techniques, including contact names, services provided, pricing, type and amount of services used; financial data; pricing strategies and price curves; positions; plans or strategies for expansion or acquisitions; budgets; research; financial and sales data; trading methodologies and terms; communications information; evaluations, opinions and interpretations of information and data; marketing and merchandising techniques; electronic databases; models and the output from same; specifications; computer programs; contracts; bids or proposals; technologies and methods; training methods and processes; organizational structure; personnel information, including compensation and bonuses; payments or rates paid to consultants or other service providers; other such confidential or proprietary information; and notes, analysis, compilations, studies, summaries, and other material prepared by or for WTSB containing or based, in whole or in part, on any information included in any of the foregoing. The term “Confidential Information” does not include any information that (a) at the time of disclosure or thereafter is generally available to and known to the public, other than by a breach of this Support Agreement by the disclosing party; (b) was available to the disclosing party, prior to disclosure by SPFI, City Bank or WTSB, as applicable, on a non-confidential basis from a source other than the Undersigned and is not known by the Undersigned, after reasonable investigation, to be subject to any fiduciary, contractual or legal obligations of confidentiality; or (c) was independently acquired or developed by the Undersigned without violating any obligations of this Support Agreement. The Undersigned acknowledges that SPFI’s, City Bank’s and WTSB’s respective businesses are highly competitive, that this Confidential Information constitutes valuable, special and unique assets to be acquired by SPFI and City Bank in the Merger and constitutes existing valuable, special and unique assets held by WTSB pre-Merger, and that protection of such Confidential Information against unauthorized disclosure and use is of critical importance to SPFI and City Bank.

3. Non-Competition Obligations. The Undersigned agrees that, for the period beginning on the Execution Date and continuing until the date that is two (2) years after the Effective Time of the Merger (the “Non-Competition Period”), the Undersigned will not, except as a director or officer of WTSB prior to the Effective Time of the Merger or as set forth on Schedule A hereto, in any capacity, directly or indirectly:

(a) compete or engage, anywhere in the geographic area comprised of the sixty (60) mile radius surrounding the locations of WTSB before the Effective Time or, following the Effective Time, the locations of City Bank banking centers that were formerly locations of WTSB (the “Market Area”), in a business as a federally insured depository institution;

2
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(b) take any action to invest in, own, manage, operate, control, participate in, be employed or engaged by, be a director of, or otherwise be connected in any manner with any individual, corporation (including any non-profit corporation), general or limited partnership, limited liability company, joint venture, estate, trust, association, organization or governmental body (each, a “Person”) engaging in a business similar to that of SPFI, City Bank, or WTSB anywhere within the Market Area. Notwithstanding the foregoing, the Undersigned is permitted hereunder to own, directly or indirectly, up to one percent (1.0%) of the issued and outstanding securities of any publicly traded financial institution conducting business in the Market Area;

(c) (i) call on, service, solicit or respond to inquiries for competing business from customers of SPFI, City Bank, or WTSB or any of their respective affiliates if, within the twelve (12) months before the Execution Date, the Undersigned, through his or her role as a Director of WTSB, had or made contact with the customer, or obtained information and files about the customer, or (ii) interfere with or damage (or attempt to interfere with or damage) any relationship between SPFI, City Bank or WTSB or any of their respective affiliates and any such customer; or

(d) call on, solicit, induce or respond to inquiries to or from any employee of WTSB whom the Undersigned, through his or her role as a Director of WTSB, had contact with, knowledge of, or association with in the course of service with WTSB (whether as an employee or a contractor) to terminate his or her employment from or contract with SPFI, City Bank or WTSB or any of their respective affiliates, or assist any other Person in such activities;

provided, however, that the restrictions in the foregoing (c) and (d) will not prohibit the Undersigned from making any general solicitation for customers or employees or publicly advertised employment opportunities (including through employment agencies) or from responding to inquiries made in response to any such general solicitation.

The Undersigned may not avoid the purpose and intent of this Section 3 by engaging in conduct within the Market Area from a remote location through means such as telecommunications, written correspondence, computer generated or assisted communications or other similar methods.

4. Non-Competition Covenant Reasonable. The Undersigned acknowledges that the restrictions imposed by this Support Agreement are legitimate, reasonable and necessary to protect SPFI’s and City Bank’s acquisition of WTSB and the goodwill and business prospects thereof. The Undersigned acknowledges that the scope and duration of the restrictions contained herein are reasonable in light of the time that the Undersigned has been engaged in the business of WTSB and the Undersigned’s relationship with the customers of WTSB. The Undersigned further acknowledges that the restrictions contained herein are not burdensome to the Undersigned in light of the other opportunities that remain open to the Undersigned. Moreover, the Undersigned acknowledges that he or she has and will have other means available to him or her for the pursuit of his or her livelihood after the Effective Time of the Merger.

5. Consideration. In consideration for the above obligations of the Undersigned, in addition to those matters set forth in the Recitals to this Support Agreement, WTSB agrees to provide the Undersigned with access to new Confidential Information and training relating to WTSB’s business, which will become SPFI’s and City Bank’s business after the Effective Time of the Merger and the Bank Merger, in a greater quantity and/or expanded nature than that already provided to the Undersigned. The Undersigned also will have access to, or knowledge of, new Confidential Information of third parties, such as actual and potential customers, suppliers, partners, joint venturers, investors, financing sources, etc., of WTSB prior to the Merger.
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6. Injunctive Relief and Additional Remedies. The Undersigned acknowledges that the injury that would be suffered by SPFI, City Bank or WTSB as a result of a breach of the provisions of this Support Agreement (including any provision of Section 3) would be irreparable and that an award of monetary damages to SPFI, City Bank or WTSB, as the case may be, for such a breach would be an inadequate remedy. Consequently, each of SPFI, City Bank and WTSB shall have the right, in addition to any other rights it may have, to seek specific performance and injunctive relief to restrain any proposed or actual breach or threatened breach or otherwise to specifically enforce any provision of this Support Agreement. Such equitable remedies are in addition to the right to obtain damages and attorney’s fees, and, notwithstanding SPFI’s, City Bank’s or WTSB’s, as the case may be, right to so seek damages, the Undersigned waives any defense that an adequate remedy for SPFI, City Bank or WTSB, as the case may be, exists under law. If the Undersigned, on the one hand, or SPFI, City Bank or WTSB, on the other hand, must bring suit to enforce this Support Agreement, the prevailing party shall be entitled to recover its attorneys’ fees and costs related thereto.

7. Extension of Restrictive Covenant Period. In the event that SPFI, City Bank or WTSB shall file a lawsuit in any court of competent jurisdiction alleging a breach of Section 3 by the Undersigned and SPFI, City Bank or WTSB is successful on the merits of such lawsuit, then any time period set forth in this Support Agreement including the time periods set forth in Section 3, will be extended one month for each month the Undersigned was in breach of this Support Agreement during such litigation, so that SPFI, City Bank or WTSB, as the case may be, is provided the benefit of the full Non-Competition Period after seeking relief.

8. Effectiveness of this Support Agreement. This Support Agreement shall become effective on the Execution Date. This Support Agreement shall automatically terminate and be of no further force or effect if the Agreement (once executed) is terminated in accordance with its terms and the Merger does not occur.

9. Waiver; Amendment. The rights and remedies of the parties hereto are cumulative and not alternative. Any party may unilaterally waive a right which is solely applicable to it. Such action will be evidenced by a signed written notice. Neither the failure nor any delay in exercising any right, power or privilege under this Support Agreement by any party hereto will operate as a waiver thereof. No single or partial exercise of any right, power or privilege hereunder will preclude any other or further exercise thereof or the exercise of any other right, power or privilege. A waiver of any party of any right or remedy on any one occasion will not be construed as a bar to any right or remedy that such party would otherwise have on any future occasion or to any right or remedy that any other party may have hereunder. This Support Agreement may be amended, modified or supplemented only by an instrument in writing executed by each of the parties hereto.

10. Notices. All notices, consents, waivers and other communications required or permitted to be given under this Support Agreement shall be in writing and shall be deemed to have been duly given if delivered in person, mailed by first class mail (postage prepaid) or sent by email, courier or personal delivery to the parties hereto at the following addresses unless by such notice a different address shall have been designated:

If to SPFI or City Bank:

Mr. Curtis C. Griffith

Chairman and CEO

South Plains Financial, Inc.

5219 City Bank Parkway

Lubbock, Texas 79407

Facsimile: (806) 791-5331

Electronic mail: cgriffith@city.bank

With a copy (which shall not constitute notice) to:

4
[image: ]

Mrs. Heather A. Eastep

Hunton Andrews Kurth LLP

2200 Pennsylvania Avenue NW

Washington, DC 20037

Facsimile: (202) 778-2201

Electronic mail: heastep@HuntonAK.com

If to WTSB:

Mr. R. Jay Phillips

Chairman and CEO

West Texas State Bank

1501 West University Boulevard

Odessa, Texas 79764

Facsimile: (434) 570-8728

Electronic mail: rjayphillips@wtstatebk.com

With a copy (which shall not constitute notice) to:

Mr. Sanford M. Brown

Alston & Bird LLP

2200 Ross Avenue

Suite 2300

Dallas, Texas 75201

Facsimile: (214) 922-3899

Electronic mail: Sanford.brown@alston.com

If to the Undersigned:

At the address set forth on the Undersigned’s signature page hereto.

All notices sent by mail as provided above shall be deemed delivered three (3) days after deposit in the mail, all notices sent by courier as provided above shall be deemed delivered one (1) day after being sent and all notices sent by email shall be deemed delivered upon confirmation of receipt. All other notices shall be deemed delivered when actually received. Any party to this Support Agreement may change its address for the giving of notice specified above by giving notice as provided herein. Notices permitted to be sent via email shall be deemed delivered only if sent to such persons at such email addresses as may be set forth in writing (and confirmation of receipt is received by the sending party).

11. Successors and Assigns. This Support Agreement shall be binding upon and shall inure to the benefit of SPFI, City Bank, WTSB and their respective successors and assigns, including, without limitation, any successor by merger, consolidation or stock purchase of SPFI, City Bank, WTSB and any Person that acquires all or substantially all of the assets of SPFI, City Bank or WTSB.

5
[image: ]

12. Governing Law; Jurisdiction. THIS SUPPORT AGREEMENT IS TO BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF TEXAS WITHOUT REGARD FOR CONFLICT OF LAWS PRINCIPLES THEREOF. ANY SUIT, ACTION OR OTHER PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT OF OR RELATING TO THIS VOTING AGREEMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY MUST BE BROUGHT IN THE COURTS OF THE STATE OF TEXAS, COUNTY OF ECTOR, OR, IF IT HAS OR CAN ACQUIRE JURISDICTION, IN THE U.S. DISTRICT COURT FOR THE WESTERN DISTRICT OF TEXAS (MIDLAND-ODESSA DIVISION), AND EACH PARTY IRREVOCABLY SUBMITS TO THE EXCLUSIVE JURISDICTION OF SUCH COURT IN ANY SUCH SUIT, ACTION OR OTHER PROCEEDING.

13. Entire Agreement. This Support Agreement, together with the Agreement and the agreements contemplated thereby, embody the entire agreement and understanding of the parties hereto in respect to the subject matter contained herein. This Support Agreement supersedes all prior agreements and understandings among the parties hereto with respect to such subject matter contained herein. In the event of a conflict between the terms of this Support Agreement and the terms of the Agreement, the terms of the Agreement shall control.

14. No Third-Party Beneficiaries. Nothing contained in this Support Agreement, express or implied, is intended to confer upon any persons, other than the parties hereto or their respective successors, any rights, remedies, obligations or liabilities under or by reason of this Support Agreement.

15. Severability. If any provision of this Support Agreement is held invalid or unenforceable by any court of competent jurisdiction, the other provisions of this Support Agreement will remain in full force and effect. Any provision of this Support Agreement held invalid or unenforceable only in part or degree will remain in full force and effect to the extent not held invalid or unenforceable. If any restriction in this Support Agreement is held invalid or unenforceable by any court of competent jurisdiction, it is the intention of the parties hereto that the restrictions be reformed by such court in such a manner that protects the business and Confidential Information of SPFI, City Bank and WTSB to the maximum extent permissible.

16. Representation by Counsel; Interpretation. Each party hereto acknowledges that it has had the opportunity to be represented by counsel in the negotiation, preparation and execution of this Support Agreement and the transactions contemplated hereby. Accordingly, any rule of law, including, but not limited to, the doctrine of contra proferentem, or any legal decision which would require interpretation of any claimed ambiguities in this Support Agreement against the drafting party has no application and is expressly waived. The provisions of this Support Agreement shall be interpreted in a reasonable manner to effect the intent of the parties hereto.

17. Section Headings, Construction. The headings of Sections in this Support Agreement are provided for convenience only and will not affect its construction or interpretation. All references to “Section” or “Sections” refer to the corresponding Section or Sections of this Support Agreement unless otherwise specified. All words used in this Support Agreement will be construed to be of such gender or number, as the circumstances require. Unless otherwise expressly provided, the word “including” does not limit the preceding words or terms.

18. Counterparts. For the convenience of the parties hereto, this Support Agreement may be executed simultaneously in two or more counterparts, each of which will be deemed an original but all of which shall constitute one and the same instrument. An email or electronic scan in “.pdf” format of a signed counterpart of this Support Agreement will be sufficient to bind the party or parties whose signature(s) appear thereon.
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IN WITNESS WHEREOF, the undersigned have executed this Support Agreement as of the date first above written.

SOUTH PLAINS FINANCIAL, INC.

By:
[image: ]

Curtis C. Griffith, Chairman & Chief Executive Officer

CITY BANK

By:
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Cory T. Newsom, President & Chief Executive Officer

WEST TEXAS STATE BANK

By:
[image: ]

R. Jay Phillips, Chairman & Chief Executive Officer

DIRECTOR
[image: ]

Name:
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[Signature Page to Director Support Agreement]
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SCHEDULE A

EXISTING CAPACITY
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South Plains Financial, Inc. Announces the Acquisition of West Texas State Bank in Odessa, Texas

LUBBOCK, Texas, July 25, 2019 (GLOBE NEWSWIRE) – South Plains Financial, Inc. (NASDAQ: SPFI) (“South Plains” or the “Company”), the parent company of City Bank, today announced the entry into a merger agreement with West Texas State Bank, Odessa, Texas (“WTSB”), whereby South Plains will acquire WTSB in an all cash transaction valued at $76.1 million. As a result of the transaction, WTSB will be merged with and into SPFI’s wholly-owned banking subsidiary, City Bank, with City Bank continuing as the surviving bank. As of June 30, 2019, WTSB had $429 million in assets, $205 million in loans, and $376 million in deposits.

The transaction strengthens South Plains’ position as a leading Texas community bank with 26 branches and 13 mortgage production offices across Texas, while expanding its geographic footprint into the Permian Basin, including the Midland and Odessa MSAs. Upon closing, South Plains will have approximately $3.2 billion in assets, $2.1 billion in loans and $2.7 billion in deposits, based on the balance sheets of South Plains and WTSB as of June 30, 2019.

Curtis Griffith, Chairman and Chief Executive Officer of South Plains, commented, “We are pleased to announce the Company’s acquisition of WTSB, an exciting first step in our expansion into new West Texas communities and an important milestone since completing our IPO in May. WTSB shares a similar culture as South Plains with a longstanding commitment to their employees, customers and the communities that they serve, which creates a perfect union. Additionally, the merger will leverage our existing infrastructure which will provide scale benefits as we strive to deliver value for all of our stakeholders. We look forward to welcoming WTSB’s employees and customers to South Plains.”

Jay Phillips, Chairman and Chief Executive Officer of WTSB, said, “We are excited to join a successful, community-focused organization that is recognized for their customer service, dedication to their employees, and their financial commitment to their local communities. We are proud to join an organization with a true understanding of the independent spirit of West Texas and we look forward to working with South Plains and their management team to make the completion and integration of our companies a success.”

Cory Newsom, President of South Plains, stated, “We believe that our partnership with WTSB is an efficient use of the capital raised in the Company’s recently-completed IPO.”

The merger agreement has been unanimously approved by the boards of directors of South Plains, City Bank and WTSB, and is subject to customary closing conditions, including the approvals of bank regulatory agencies and WTSB’s shareholders. The merger is expected to close in the fourth quarter of 2019.

Keefe, Bruyette & Woods, A Stifel Company, served as financial advisor to South Plains and Hunton Andrews Kurth LLP served as South Plains’ legal advisor.

Piper Jaffray & Co. served as financial advisor to WTSB and Alston & Bird LLP served as WTSB’s legal advisor.
[image: ]

About South Plains Financial, Inc.

South Plains is the bank holding company for City Bank, a Texas chartered bank headquartered in Lubbock, Texas. City Bank is one of the largest independent banks in West Texas and has additional banking operations in the Dallas and El Paso markets, as well as in the Greater Houston, and College Station Texas markets, and the Ruidoso and Eastern New Mexico markets. South Plains provides a wide range of commercial and consumer financial services to small and medium-sized businesses and individuals in its market areas. Its principal business activities include commercial and retail banking, along with insurance, investment, trust and mortgage services. Please visit https://www.spfi.bank for more information.

Forward Looking Statements

This press release contains forward-looking statements. These forward-looking statements reflect South Plains’ current views with respect to, among other things, the completion of its acquisition of WTSB. Any statements about South Plains’ 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,” “could,” “may,” “predicts,” “potential,” “should,” “will,” “estimate,” “plans,” “projects,” “continuing,” “ongoing,” “expects,” “intends” and similar words or phrases. South Plains cautions that the forward-looking statements in this press release are based largely on South Plains’ expectations and are subject to a number of known and unknown risks and uncertainties that are subject to change based on factors which are, in many instances, beyond South Plains’ control. Additional information regarding these risks and uncertainties to which South Plains’ business and future financial performance are subject is contained in South Plains’ Prospectus filed with the U.S. Securities and Exchange Commission (“SEC”), dated May 8, 2019 (“Prospectus”), and other documents South Plains files with the SEC from time to time. South Plains urges readers of this press release to review the Risk Factors section of that Prospectus and the Risk Factors section of other documents South Plains files with the SEC from time to time. Actual results, performance or achievements could differ materially from those contemplated, expressed, or implied by the forward-looking statements due to additional risks and uncertainties of which South Plains is not currently aware or which it does not currently view as, but in the future may become, material to its business or operating results. Due to these and other possible uncertainties and risks, readers are cautioned not to place undue reliance on the forward-looking statements contained in this press release. Any forward-looking statements presented herein are made only as of the date of this press release, and South Plains does not undertake any obligation to update or revise any forward-looking statements to reflect changes in assumptions, new information, the occurrence of unanticipated events, or otherwise, except as required by law.

	Contact:
	Mikella Newsom, Chief Risk Officer and Secretary

	
	investors@city.bank

	
	(806) 792-7101
	

	Source:
	South Plains Financial, Inc.
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Forward-Looking Statements and Disclosures

This presentation contains statements regarding the proposed transaction (‘merger’) between South Plains Financial, Inc. (‘South Plains * “SPFL” “we.” “us." or
“our’) and West Texas State Bank (WTSB"). This presentation contains forward- ooking statements within the meaning of the Private Securties Litigation Reform
Act of 1995 Forward-looking statements are typically identified by words or phrases such as ‘may.” “will” “anticipate,” “estimate.” “expect " project.” ‘intend,
“plan.” “believe.” “target,” “forecast” and other words and terms of similar meaning. Forward-looking statements involve estimates, expectations, projections,
goals, forecasts, assumptions, risks and uncertainties. South Plains cautions readers that any forward-looking statement is not a uarantee of future performance
and that actual results could difler materially from those contained in the forward-looking statement. Such forward-looking statements include, but are not limited
to, statements about the benefits of the proposed merger involving South Plains and WTSB, including future financial and operating results, South Plains’ or
WTSB's plans, objectives, expectations and intentions, the expected timing of completion of the merger and other statements that are not historical facts
Important factors that could cause actual results to differ materially from those indicated by such forward-looking statements include fisks and uncertainties
relating to- (i) the ability to obtain the requisite approval of WTSB's shareholders: (i) the fisk that South Plains or WTSB may be unable to obtain govemmental
and regulatory approvals required for the merger, or required govemmental and regulatory approvals may delay the merger o result in the imposition of conditions
that could cause the parties to abandon the merger: (ii) the risk that a condition to the closing of the merger may not be satisfied: (i) the timing to consummate
the proposed merger. (v) the risk that the businesses will not be integrated successfully: (vi) the risk that the cost savings and any other synergies from the
transaction may not be fully realized or may take longer to realize than expected: (vii) disruption from the transaction making it more difficult to maintain
relationships with customers. employees or vendors: (vi) the diversion of management time on merger-related issues: (ix) general worldwide economic conditions
and related uncertainties: (x) liquidity risk aflecting South Plains’ ability to meet its obligations when they come due: (xi) excessive loan losses: (i the effect of
changes in governmental regulations: and (i) other factors we discuss or refer to in the Risk Factors™ section of South Plains’ Prospectus, filed with the
Securities and Exchange Commission (the “SEC’) on May 8, 2019, in connection with SPFI's Registration Statement on Form S-1. Copies of these filngs are
available for download free of charge from the Investor Relations section of SPFI's website at wuw sofi banidinvestor-relations.

Any forward-looking statement made by SPFI in this presentation speaks only as of the date on which it is made. Factors or events that could cause SPFT's actual
results to difer may emerge from time to time, and it is not possible for SPFI to predict all of them. Except as required under the U.S federal securties laws and
the rules and regulations of the SEC, SPFI disclaims any intention o obligation to update any forward-looking statements after the distribution of this presentation,
whether as a result of new information, future events, developments, changes in assumptions o otherwise

PRO FORMA AND PROJECTED INFORMATION

This presentation contains certain pro forma and projected information, including projected pro forma information that reflects our current expectations and
assumptions regarding the effects of our pending acquisition of WTSB. This pro forma information does not purport to present the results that we may realize if
this acquisition is complete

NON.GAAP FINANCIAL MEASURES

Management believes that certain non-GAAP performance measures used in this presentation provide meaningful information about underlying trends in its
business and operations. Non-GAAP financial measures should be viewed in addtion to, and not as an ahernative for, SPFIs reported results prepared in
accordance with GAAP. Numbers in this presentation may not sum due to rounding

South Plains
Financial, Inc.
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Transaction Highlights

Strategic Rationale

Adjacent Market = Expands South Plains’ franchise into the Permian Basin (Midiand and Odessa MSAs) with the
Expansion acquisition of a high quality, 82 year-old, privately held community bank

= Allows for further acquisition opportunities in these markets

Strengthens Balance = Enhances core funding with $374 milion in stable, low cost deposits
Sheet Liquidity = 0.19% cost of total deposits
+ Loan to deposit atio of 56%

Revenue = Provides revenue opporturities by offering additional products, and higher lending limits to current
Enhancements customers and the marketplace (not modeled)
LowExecutionRisk =  Manageable acquisition size should minimize integration risk
Capital Deployment »  Effective utiization of capital raised from SPFT' iniial public offering in May 2019
Exceptional Financial = Earmings per share accretion greater than 20%

Benefits Consistent
with Management's
Stated Objectives = Internal rate of retum greater than 18%

= Tangible book value earnback of approximately 3.5 years®

= South Plains remains well capitalized and positioned for further growth

Source: S&P Global
(1) Asofor fo the quarter ended arch 31, 2015.

(2) Assuming 100% phase-i of cost savings for lusirative purposes.
(3) Using crossover method.

South Plains
Financial, Inc.
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West Texas State Bank Overview

as of or for the quarter ended,
New Mexico i} (000s) /312019
idiand, Balance Sheet
A o Total Assets $424,488
o o N © Gross Loans 210,103
=2 5 Total Deposits 373714
Total Equity 9,714
sy Tangible Common Equity 49,260
Profitability
° Net Income $1,331
Core ROAA( 1.26%
wTsB
: SPEI Core ROATCE" 10.8%
Net Interest Margin 4.22%
Efficiency Ratio 85.2%
Company Overview
= Founded in 1937, WTSB is based in Odessa, Texas TCE/TA 11.62%
= Six branches located predominantly along CET! Ratio 18.89%
1-20 corridor in West Texas Leverage Ratio 12.01%
= Superior core deposit franchise with excess liquidity "Wierid’ Copital Rafio 18.89%
= Clean loan portfolio reflected by minimal nonperforming ‘Totdl Risk Baced Coptal Retic; 20.14%
assets rsiouain ]
= Strong earnings potential NPAs / Assets® 0.16%
NPAs / Loans + OREO® 0.2%
ALLL/ Loans 1.92%

‘Source: S&P Giobal,
HNote: West Texas State Bank is an S-Corporation. s net ncome is adjusted o reflectan estimated 21% tax rate for lusrative purposes.
South Plains (1) Core earnings excludes realized gain on sale of securties, nonrecurring revenue & expenses, goodwilimpairment & amorization of ntangbies and extraordinary tems.
Financial, Inc. Assumes 21% tax ate on adpstments.
(@) Nonperforming assets (‘NPAS”) include roubled debt resiructurings.
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Adjacent Expansion into Attractive Midland/Odessa
Markets

Pro Forma Branch Overview Midland /Odessa Highlights

= Located along Permian Basin, the Midland and Odessa
MSAs have a combined population of approximately
340,000

saaro
r— Amate_ gy = The Permian Basin has been called the “Heart of American
Oil Country” and is responsible for the production of nearly
four million barrels of crude oil per day, or roughly one third

of total U.S. oil production

Springiake

o
ostas i Fomey

+ Ledthe nation in job growth, with employment

L~ surging by nearly 12% during 2018
Mgt osessa 5
) + More than 450 driling rigs, or about half of the
=9 cotege surionf§R operating rigs in the United States

nustin

= According to the Texas Workforce Commission, the
Midland-Odessa Regional Economic Index was 20.4%
higher in December 2018 than December 2017

Sen Antonio

= The University of Texas of the Permian Basin is
headquartered in Odessa and also has a campus in
Midland, with enrollment exceeding 7,000 students

) SPFI(20)
@ WTSB (6)

South Plains

Financial, INC. source: Sap Giobal. Odess-t.ov,U.S. Department of nray, Midiand Reporter-Tekegram.
Note: Depost data as of une 30, 2018 per FDIC.
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Transaction Overview

Transaction Value
and Structure

Fair Market Value
Adjustments

Core Deposit
Intangibles

CostSavings

Required Approvals

Expected Closing

South Plains
Financial, Inc.

Aggregate transaction value of $76.1 million
= Subjectto delivery of minimum tangible common equity of $50 million
100% cash consideration

Credit mark of 2.04% ($4.2 million — approximately equal to loan loss reserves)

Estimated at 2.50% of WTSB's non-time deposits

Costsavings of approximately 30% of WTSB'’s expected non-interest expense
75% phase-in during 2020, 100% in 2021 and thereafter

Shareholderapproval from WTSB shareholders
Customary regulatory approvals

4 Quarter of 2019

(1) Financials are as ofor forthe period ended June 30, 2015,
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Pricing Multiples and Pro Forma Financial

Impact

Pricing Multiples

ProForma
Financial Impact

Estimated Pro
Forma Capital
Ratios At Closing

Price / Tangible Book Value(: 1.47x

Price / LTM Earnings": 15.9x

Price / 2020e Earnings: 16.4x

Price / 2020e Earnings (Including Cost Savings)?: 9.8x
Core Deposit Premium@): 6.5%

2020e EPS Accretion (75% cost savings phase-in): ~18%
2021e EPS Accretion (100% cost savings phase-in): ~21%
TBV Dilution: (9.7%)

TBV Earnback®: 3.5 Years

Internal Rate of Return: Greater than 18%

TCE/TA:8.6%
Leverage Ratio: 9.9%
Total Capital Ratio: 14.8%

Hote: West Texas State Bank S-Corporation earnings shown adjustedto C-Corporaton earmings using21% tax rate.

(1) Financials are as ofor for the period ended June 30, 2015.
South Plains  (2) Assumes 100% phase-in for lustrative purposes.
Financial, Inc. (3) Basedon total deposis essfime deposts>$250,000.

(&) TBV camback period s calulated using the cross over method
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Acquisition Strategy

Contiguous West Texas Market \/ /
Manageable Size
Attractively Priced
Substantial EPS Accretion
Tangible Book Value Earnback <4 Years

Tangible Book Value Dilution Under 10%

N NN N N N
N R N 5§ NN

StrongIRR

South Plains
Financial, Inc.
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Pro Forma Loan & Deposit Composition

WEST,TEXAS
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South Plains  Souree: S8° Global
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