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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549
FORM 10-K

p  Annual Report pursuant to Section 13 or 15(d) of the Securities and
Exchange Act of 1934 for the fiscal year ended December 31, 2009
o Transition Report pursuant to Section 13 or 15(d) of the Securities and
Exchange Act of 1934 for the transition period from___ to ____(No fee required)

Texas Capital Bancshares, Inc.
(Exact Name of Registrant as Specified in Its Charter)

Delaware 000-30533 75-2679109
(State or other jurisdiction of incorporation or ~ (Commission File (I.R.S. Employer Identification Number)
organization) Number)

2000 McKinney Avenue, Suite 700,

Dallas, Texas, U.S.A. 75201 214-932-6600
(Address of principal executive offices) (Zip Code) (Registrant s telephone number, including
area code)

Securities registered under Section 12(b) of the Exchange Act:

Common stock, par value $0.01 per share
(Title of class)

The Nasdaq Stock Market LL.C
(Name of Exchange on Which Registered)
Securities registered under Section 12 (g) of the Exchange Act: NONE
Indicate by check mark if the issuer is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act. Yeso Nop

Indicate by check mark if the issuer is not required to file reports pursuant to Section 13 or Section 15(d) of the
Securities Act. Yeso Nop

Indicate by check mark whether the issuer (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yesp Noo

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(Section 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was
required to submit and post such files). Yeso Noo

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
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incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

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

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the issuer is a shell company (as defined in Rule 12b-2 of the Securities
Act). Yeso Nop

As of June 30, 20009, the last business day of the registrant s most recently completed second fiscal quarter, the
aggregate market value of the shares of common stock held by non-affiliates, based upon the closing price per share of
the registrant s common stock as reported on The Nasdaq Global Select Market, was approximately $526,919,000.
There were 36,156,062 shares of the registrant s common stock outstanding on February 16, 2010.

Documents Incorporated by Reference

Portions of the registrant s Proxy Statement relating to the 2010 Annual Meeting of Stockholders, which will be filed
no later than April 8, 2010, are incorporated by reference into Part III of this Form 10-K.
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ITEM 1. BUSINESS
Background

Texas Capital Bancshares, Inc., a financial holding company, is the parent of Texas Capital Bank, National
Association, a Texas-based bank headquartered in Dallas, with banking offices in Dallas, Houston, Fort Worth, Austin
and San Antonio, the state s five largest metropolitan areas. All of our business activities are conducted through our
bank subsidiary. Our market focus is commercial businesses and high net worth individuals, and we offer a variety of
banking products and services to our customers. We have focused on organic growth, maintenance of credit quality
and bankers with strong personal and professional relationships in their communities.

We focus on serving the needs of commercial and high net worth customers, the core of our model since our
organization in March 1998. We do not incur the costs of competing in an over-branched and over-crowded consumer
market. We are primarily a secured lender in Texas, and, as a result, we have experienced a low percentage of
charge-offs relative to both total loans and non-performing loans since inception. Our loan portfolio is diversified by
industry, collateral and geography in Texas.

Growth History

We have grown substantially in both size and profitability since our formation. The table below sets forth data
regarding the growth of key areas of our business from December 2005 through December 2009 (in thousands):

December 31
2009 2008 2007 2006 2005
Loans held for investment $ 4,457,293 $ 4,027,871 $ 3,462,608 $ 2,722,097 $ 2,075,961
Total loans(1) 5,150,797 4,524,222 3,636,774 2,921,111 2,148,344
Assets(1) 5,698,318 5,141,034 4,287,853 3,659,445 3,003,430
Deposits 4,120,725 3,333,187 3,066,377 3,069,330 2,495,179
Stockholders equity 481,360 387,073 295,138 253,515 215,523

(1) From continuing operations.

The following table provides information about the growth of our loan portfolio by type of loan from December 2005
to December 2009 (in thousands):

December 31
2009 2008 2007 2006 2005
Commercial loans $ 2457533 $ 2276054 $ 2,035049 $ 1,602,577 $ 1,182,734
Total real estate loans 1,903,127 1,656,221 1,347,429 1,068,963 865,797
Construction loans 669,426 667,437 573,459 538,586 387,163
Real estate term loans 1,233,701 988,784 773,970 530,377 478,634
Loans held for sale 693,504 496,351 174,166 199,014 72,383
586 648 731 16,844 38,795
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Loans held for sale from
discontinued operations

Equipment leases 99,129 86,937 74,523 45,280 16,337
Consumer loans 25,065 32,671 28,334 21,113 19,962
The Texas Market

The Texas market for banking services is highly competitive. Texas largest banking organizations are headquartered
outside of Texas and are controlled by out-of-state organizations. We also compete with other providers of financial
services, such as savings and loan associations, credit unions, consumer finance companies, securities firms, insurance
companies, insurance agencies, commercial finance and leasing companies, full service brokerage firms and discount
brokerage firms. We believe that many middle market
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companies and high net worth individuals are interested in banking with a company headquartered in, and with
decision-making authority based in, Texas and with established Texas bankers who have the expertise to act as trusted
advisors to the customer with regard to its banking needs. Our banking centers in our target markets are served by
experienced bankers with lending expertise in the specific industries found in their market areas and established
community ties. We believe our bank can offer customers more responsive and personalized service. We believe that,
if we service these customers properly, we will be able to establish long-term relationships and provide multiple
products to our customers, thereby enhancing our profitability.
Business Strategy
Utilizing the business and community ties of our management and their banking experience, our strategy is building
an independent bank that focuses primarily on middle market business customers and high net worth individuals in
each of the five major metropolitan markets of Texas. To achieve this, we seek to implement the following strategies:
target middle market businesses and high net worth individuals;
grow our loan and deposit base in our existing markets by hiring additional experienced Texas bankers;

continue the emphasis on credit policy to provide for credit quality consistent with long-term objectives;

improve our financial performance through the efficient management of our infrastructure and capital base,
which includes:

leveraging our existing infrastructure to support a larger volume of business;
maintaining stringent internal approval processes for capital and operating expenses;

extensive use of outsourcing to provide cost-effective operational support with service levels consistent with
large-bank operations; and

extend our reach within our target markets of Austin, Dallas, Fort Worth, Houston and San Antonio through
service innovation and service excellence.

Products and Services
We offer a variety of loan, deposit account and other financial products and services to our customers.

Business Customers. We offer a full range of products and services oriented to the needs of our business customers,
including:

commercial loans for general corporate purposes including financing for working capital, internal growth,
acquisitions and financing for business insurance premiums;

real estate term and construction loans;
equipment leasing;

cash management services;
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trust and escrow services; and
letters of credit.
Individual Customers. We also provide complete banking services for our individual customers, including:
personal trust and wealth management services;
certificates of deposit;

interest bearing and non-interest bearing checking accounts with optional features such as Visa® debit/ATM
cards and overdraft protection;
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traditional money market and savings accounts;
consumer loans, both secured and unsecured;
branded Visa® credit card accounts, including gold-status accounts; and
internet banking.
Lending Activities

We target our lending to middle market businesses and high net worth individuals that meet our credit standards. The
credit standards are set by our standing Credit Policy Committee with the assistance of our Bank s Chief Credit
Officer, who is charged with ensuring that credit standards are met by loans in our portfolio. Our Credit Policy
Committee is comprised of senior Bank officers including our Bank s Chief Executive Officer, our President/Chief
Lending Officer and our Bank s Chief Credit Officer. We believe we have maintained a diversified loan portfolio.
Credit policies and underwriting guidelines are tailored to address the unique risks associated with each industry
represented in the portfolio. Our credit standards for commercial borrowers reference numerous criteria with respect to
the borrower, including historical and projected financial information, strength of management, acceptable collateral
and associated advance rates, and market conditions and trends in the borrower s industry. In addition, prospective
loans are also analyzed based on current industry concentrations in our loan portfolio to prevent an unacceptable
concentration of loans in any particular industry. We believe our credit standards are consistent with achieving
business objectives in the markets we serve and will generally mitigate risks. We believe that we differentiate our
bank from its competitors by focusing on and aggressively marketing to our core customers and accommodating, to
the extent permitted by our credit standards, their individual needs.

We generally extend variable rate loans in which the interest rate fluctuates with a predetermined indicator such as the
United States prime rate or the London Interbank Offered Rate (LIBOR). Our use of variable rate loans is designed to
protect us from risks associated with interest rate fluctuations since the rates of interest earned will automatically
reflect such fluctuations.

Deposit Products

We offer a variety of deposit products to our core customers at interest rates that are competitive with other banks.
Our business deposit products include commercial checking accounts, lockbox accounts, cash concentration accounts,
and other cash management products. Our consumer deposit products include checking accounts, savings accounts,
money market accounts and certificates of deposit. We also allow our consumer deposit customers to access their
accounts, transfer funds, pay bills and perform other account functions over the Internet and through ATM machines.

Trust and Asset Management

Our trust services include investment management, personal trust and estate services, custodial services, retirement
accounts and related services. Our investment management professionals work with our clients to define objectives,
goals and strategies for their investment portfolios. We assist the customer with the selection of an investment
manager and work with the client to tailor the investment program accordingly. We also offer retirement products
such as individual retirement accounts and administrative services for retirement vehicles such as pension and profit
sharing plans.

Cayman Islands Branch
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In June 2003, we received authorization from the Cayman Islands Monetary Authority to establish a branch of our
bank in the Cayman Islands. We believe that a Cayman Islands branch of our bank enables us to offer more
competitive cash management and deposit products to our core customers. Our Cayman Islands branch consists of an
agented office to facilitate our offering of these products. We opened our Cayman Islands branch in September 2003.
All deposits in the Cayman Branch come from U.S. based customers of our Bank. Deposits do not originate from
foreign sources, and funds transfers neither come from nor go to facilities outside of the
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U.S. All deposits are in U.S. dollars. As of December 31, 2009, our Cayman Islands deposits totaled $384.1 million.
Employees

As of December 31, 2009, we had 631 full-time employees relating to our continuing operations. None of our
employees is represented by a collective bargaining agreement and we consider our relations with our employees to be
good.

Regulation and Supervision

Current banking laws contain numerous provisions affecting various aspects of our business. Our bank is subject to
federal banking laws and regulations that impose specific requirements on and provide regulatory oversight of
virtually all aspects of our operations. These laws and regulations are generally intended for the protection of
depositors, the deposit insurance funds of the Federal Deposit Insurance Corporation, or the FDIC, and the banking
system as a whole, rather than for the protection of our stockholders. Banking regulators have broad enforcement
powers over financial holding companies and banks and their affiliates, including the power to establish regulatory
requirements, impose large fines and other penalties for violations of laws and regulations. The following is a brief
summary of laws and regulations to which we are subject.

National banks such as our bank are subject to examination by the Office of the Comptroller of the Currency, or the
OCC. The OCC and the FDIC regulate or monitor all areas of a national bank s operations, including security devices
and procedures, adequacy of capitalization and loss reserves, loans, investments, borrowings, deposits, mergers,
issuances of securities, payment of dividends, interest rate risk management, establishment of branches, corporate
reorganizations, maintenance of books and records, and adequacy of staff training to carry on safe lending and deposit
gathering practices. The OCC requires national banks to maintain capital ratios and imposes limitations on its
aggregate investment in real estate, bank premises and furniture and fixtures. National banks are currently required by
the OCC to prepare quarterly reports on their financial condition and to conduct an annual audit of their financial
affairs in compliance with minimum standards and procedures prescribed by the OCC.

Restrictions on Dividends and Repurchases. Our source of funding to pay dividends is our bank. Our bank is subject
to the dividend restrictions set forth by the OCC. Under such restrictions, national banks may not, without the prior
approval of the OCC, declare dividends in excess of the sum of the current year s net profits plus the retained net
profits from the prior two years, less any required transfers to surplus. In addition, under the Federal Deposit
Insurance Corporation Improvement Act of 1991, our bank may not pay any dividend if payment would cause it to
become undercapitalized or in the event it is undercapitalized.

It is the policy of the Federal Reserve, which regulates financial holding companies such as ours, that financial
holding companies should pay cash dividends on common stock only out of income available over the past year and
only if prospective earnings retention is consistent with the organization s expected future needs and financial
condition. The policy provides that financial holding companies should not maintain a level of cash dividends that
undermines the financial holding company s ability to serve as a source of strength to its banking subsidiaries.

If, in the opinion of the applicable federal bank regulatory authority, a depository institution or holding company is
engaged in or is about to engage in an unsound practice (which could include the payment of dividends), such
authority may require, generally after notice and hearing, that such institution or holding company cease and desist
such practice. The federal banking agencies have indicated that paying dividends that deplete a depository institution s
or holding company s capital base to an inadequate level would be such an unsafe banking practice. Moreover, the
Federal Reserve and the FDIC have issued policy statements providing that financial holding companies and insured
depository institutions generally should only pay dividends out of current operating earnings.
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Supervision by the Federal Reserve. We operate as a financial holding company registered under the Bank Holding
Company Act, and, as such, we are subject to supervision, regulation and examination by the Federal
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Reserve. The Bank Holding Company Act and other Federal laws subject financial holding companies to particular
restrictions on the types of activities in which they may engage, and to a range of supervisory requirements and
activities, including regulatory enforcement actions for violations of laws and regulations.

Because we are a legal entity separate and distinct from our bank, our right to participate in the distribution of assets
of any subsidiary upon the subsidiary s liquidation or reorganization will be subject to the prior claims of the
subsidiary s creditors. In the event of a liquidation or other resolution of a subsidiary, the claims of depositors and
other general or subordinated creditors are entitled to a priority of payment over the claims of holders of any
obligation of the institution to its stockholders, including any financial holding company (such as ours) or any
stockholder or creditor thereof.

Support of Subsidiary Banks. Under Federal Reserve policy, a financial holding company is expected to act as a
source of financial and managerial strength to each of its banking subsidiaries and commit resources to their support.
Such support may be required at times when, absent this Federal Reserve policy, a holding company may not be
inclined to provide it. As discussed below, a financial holding company in certain circumstances could be required to
guarantee the capital plan of an undercapitalized banking subsidiary in order for it to be accepted by the regulators.

In the event of a financial holding company s bankruptcy under Chapter 11 of the U.S. Bankruptcy Code, the
bankruptcy trustee will be deemed to have assumed and is required to cure immediately any deficit under any
commitment by the debtor holding company to any of the federal banking agencies to maintain the capital of an
insured depository institution, and any claim for breach of such obligation will generally have priority over most other
unsecured claims.

Capital Adequacy Requirements. The bank regulators have adopted a system using risk-based capital guidelines to
evaluate the capital adequacy of banking organizations. Under the guidelines, specific categories of assets and
off-balance sheet activities such as letters of credit are assigned different risk weights, based generally on the
perceived credit risk of the asset. These risk weights are multiplied by corresponding asset balances to determine a

risk weighted asset base. The guidelines require a minimum total risk-based capital ratio of 8% (of which at least 4%
is required to consist of Tier 1 capital elements).

In addition to the risk-based capital guidelines, the OCC and the Federal Reserve uses a leverage ratio as an additional
tool to evaluate the capital adequacy of banking organizations. The leverage ratio is a company s Tier 1 capital divided
by its average total consolidated assets. Banking organizations must maintain a minimum leverage ratio of at least 3%,
although most organizations are expected to maintain leverage ratios that are at least 100 to 200 basis points above

this minimum ratio.

The federal banking agencies risk-based and leverage ratios are minimum supervisory ratios generally applicable to
banking organizations that meet specified criteria, assuming that they have the highest regulatory rating. Banking
organizations not meeting these criteria are expected to operate with capital positions well above the minimum ratios.
The federal bank regulatory agencies may set capital requirements for a particular banking organization that are higher
than the minimum ratios when circumstances warrant. Federal Reserve and OCC guidelines also provide that banking
organizations experiencing significant internal growth or making acquisitions will be expected to maintain strong
capital positions substantially above the minimum supervisory levels, without significant reliance on intangible assets.
In addition, the regulations of the bank regulators provide that concentration of credit risks arising from
non-traditional activities, as well as an institution s ability to manage these risks, are important factors to be taken into
account by regulatory agencies in assessing an organization s overall capital adequacy.

Transactions with Affiliates and Insiders. Our bank is subject to Section 23A of the Federal Reserve Act which places
limits on the amount of loans or extensions of credit to affiliates that it may make. In addition, extensions of credit
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must be collateralized by Treasury securities or other collateral in prescribed amounts. Most of these loans and other
transactions must be secured in prescribed amounts. It also limits the amount of advances to third parties which are
collateralized by our securities or obligations or the securities or obligations of any of our non-banking subsidiaries.
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Our bank also is subject to Section 23B of the Federal Reserve Act, which, among other things, prohibits an institution
from engaging in transactions with affiliates unless the transactions are on terms substantially the same, or at least as
favorable to such institution or its subsidiaries, as those prevailing at the time for comparable transactions with
non-affiliates.

We are subject to restrictions on extensions of credit to executive officers, directors, principal stockholders and their
related interests. These restrictions contained in the Federal Reserve Act and Federal Reserve Regulation O apply to
all insured institutions and their subsidiaries and holding companies. These restrictions include limits on loans to one
borrower and conditions that must be met before such a loan can be made. There is also an aggregate limitation on all
loans to insiders and their related interests. These loans cannot exceed the institution s total unimpaired capital and
surplus, and the FDIC may determine that a lesser amount is appropriate. Insiders are subject to enforcement actions
for knowingly accepting loans in violation of applicable restrictions.

Corrective Measures for Capital Deficiencies. The Federal Deposit Insurance Corporation Improvement Act imposes
a regulatory matrix which requires the federal banking agencies, which include the FDIC, the OCC and the Federal
Reserve, to take prompt corrective action with respect to capital deficient institutions. The prompt corrective action
provisions subject undercapitalized institutions to an increasingly stringent array of restrictions, requirements and
prohibitions as their capital levels deteriorate and supervisory problems mount. Should these corrective measures
prove unsuccessful in recapitalizing the institution and correcting its problems, the Federal Deposit Insurance
Corporation Improvement Act mandates that the institution be placed in receivership.

Pursuant to regulations promulgated under the Federal Deposit Insurance Corporation Improvement Act, the

corrective actions that the banking agencies either must or may take are tied primarily to an institution s capital levels.
In accordance with the framework adopted by the Federal Deposit Insurance Corporation Improvement Act, the
banking agencies have developed a classification system, pursuant to which all banks and thrifts are placed into one of
five categories. Agency regulations define, for each capital category, the levels at which institutions are well
capitalized , adequately capitalized , undercapitalized , significantly undercapitalized and critically undercapitalized.
well capitalized bank has a total risk-based capital ratio (total capital to risk-weighted assets) of 10% or higher; a

Tier 1 risk-based capital ratio (Tier 1 capital to risk-weighted assets) of 6% or higher; a leverage ratio (Tier 1 capital

to total adjusted assets) of 5% or higher; and is not subject to any written agreement, order or directive requiring it to
maintain a specific capital level for any capital measure. An institution is critically undercapitalized if it has a tangible
equity to total assets ratio that is equal to or less than 2%. Our bank s total risk-based capital ratio was 10.36% at
December 31, 2009 and, as a result, it is currently classified as well capitalized for purposes of the OCC s prompt
corrective action regulations. The bank s capital category of well capitalized is determined solely for the purposes of
applying prompt corrective action and that the capital category may not constitute an accurate representation of the
bank s overall financial condition or prospects. The OCC, Federal Reserve and FDIC may, pursuant to changes in their
regulatory or statutory responsibilities, determine that additional capital may be required.

In addition to requiring undercapitalized institutions to submit a capital restoration plan which must be guaranteed by
its holding company (up to specified limits) in order to be accepted by the bank regulators, agency regulations contain
broad restrictions on activities of undercapitalized institutions including asset growth, acquisitions, branch
establishment and expansion into new lines of business. With some exceptions, an insured depository institution is
prohibited from making capital distributions, including dividends, and is prohibited from paying management fees to
control persons if the institution would be undercapitalized after any such distribution or payment.

As an institution s capital decreases, the OCC s enforcement powers become more severe. A significantly
undercapitalized institution is subject to mandated capital raising activities, restrictions on interest rates paid and
transactions with affiliates, removal of management and other restrictions. The OCC has only very limited discretion
in dealing with a critically undercapitalized institution and is virtually required to appoint a receiver or conservator
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Banks with risk-based capital and leverage ratios below the required minimums may also be subject to certain
administrative actions, including the termination of deposit insurance upon notice and hearing, or a temporary
suspension of insurance without a hearing in the event the institution has no tangible capital.

Sarbanes-Oxley Act of 2002. The Sarbanes-Oxley Act of 2002 ( Sarbanes-Oxley ) contains important requirements for
public companies in the area of financial disclosure and corporate governance. In accordance with Section 302(a) of
Sarbanes-Oxley, written certifications by our chief executive officer and chief financial officer are required. These
certifications attest that our quarterly and annual reports do not contain any untrue statement of a material fact.

Financial Modernization Act of 1999. The Gramm-Leach-Bliley Financial Modernization Act of 1999 (the
Modernization Act):

allows bank holding companies meeting management, capital and Community Reinvestment Act standards to
engage in a substantially broader range of non-banking activities than was permissible prior to enactment,
including insurance underwriting and making merchant banking investments in commercial and financial
companies;

allows insurers and other financial services companies to acquire banks; and

removes various restrictions that applied to bank holding company ownership of securities firms and mutual
fund advisory companies; and establishes the overall regulatory structure applicable to bank holding companies
that also engage in insurance and securities operations.

The Modernization Act also modifies other current financial laws, including laws related to financial privacy. The
financial privacy provisions generally prohibit financial institutions, including us, from disclosing non-public personal
financial information to non-affiliated third parties unless customers have the opportunity to opt out of the disclosure.

Community Reinvestment Act. The Community Reinvestment Act of 1977 (CRA) requires depository institutions to
assist in meeting the credit needs of their market areas consistent with safe and sound banking practice. Under the
CRA, each depository institution is required to help meet the credit needs of its market areas by, among other things,
providing credit to low- and moderate-income individuals and communities. Depository institutions are periodically
examined for compliance with the CRA and are assigned ratings. In order for a financial holding company to
commence new activity permitted by the Bank Holding Company Act, each insured depository institution subsidiary
of the financial holding company must have received a rating of at least satisfactory in its most recent examination
under the CRA.

The USA Patriot Act, the International Money Laundering Abatement and Financial Anti-Terrorism Act and the Bank
Secrecy Act. A major focus of governmental policy on financial institutions in recent years has been aimed at
combating money laundering and terrorist financing. The USA Patriot Act of 2001 and the International Money
Laundering Abatement and Financial Anti-Terrorism Act of 2001 substantially broadened the scope of United States
anti-money laundering laws and penalties, specifically related to the Bank Secrecy Act, and expanded the
extra-territorial jurisdiction of the United States. The United States Treasury Department has issued a number of
implementing regulations which apply various requirements of the USA Patriot Act to financial institutions such as
our bank. These regulations impose obligations on financial institutions to maintain appropriate policies, procedures
and controls to detect, prevent and report money laundering and terrorist financing and to verify the identity of their
customers. Failure of a financial institution to maintain and implement adequate programs to combat money
laundering and terrorist financing, or to comply with relevant laws or regulations, could have serious legal,
reputational and financial consequences for the institution. Because of the significance of regulatory emphasis on
these requirements, we will continue to expend significant staffing, technology and financial resources to maintain
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Available Information

Under the Securities Exchange Act of 1934, we are required to file annual, quarterly and current reports, proxy
statements and other information with the Securities and Exchange Commission ( SEC ). You may read and copy any
document filed by us with the SEC at the SEC s Public Reference Room at 100 F Street, N.E., Washington, D.C.
20549. Please call the SEC at 1-800-SEC-0330 for further information about the public reference room. The SEC
maintains a website at www.sec.gov that contains reports, proxy and information statements and other information
regarding issuers that file electronically with the SEC. We file electronically with the SEC.

We make available, free of charge through our website, our reports on Forms 10-K, 10-Q and 8-K, and amendments to
those reports, as soon as reasonably practicable after such reports are filed with or furnished to the SEC. Additionally,
we have adopted and posted on our website a code of ethics that applies to our principal executive officer, principal
financial officer and principal accounting officer. The address for our website is www.texascapitalbank.com. We will
provide a printed copy of any of the aforementioned documents to any requesting shareholder.

ITEM 1A. RISK FACTORS

An investment in our common stock involves certain risks. You should consider carefully the following risks and
other information in this report, including our financial information and related notes, before investing in our common
stock. The risks and uncertainties described below are not the only ones facing us. Additional risks and uncertainties
that management is not aware of or focused on or that management currently deems immaterial may also impair our
business operations. This report is qualified in its entirety by these risk factors.

Risk Factors Associated With Our Business

We must effectively manage our credit risk. There are risks inherent in making any loan, including risks with respect
to the period of time over which the loan may be repaid, risks resulting from changes in economic and industry
conditions, risks inherent in dealing with individual borrowers and risks resulting from uncertainties as to the future
value of collateral. The risk of non-payment of loans is inherent in commercial banking. Although we attempt to
minimize our credit risk by carefully monitoring the concentration of our loans within specific industries and through
prudent loan approval practices in all categories of our lending, we cannot assure you that such monitoring and
approval procedures will reduce these lending risks. We cannot assure you that our credit administration personnel,
policies and procedures will adequately adapt to changes in economic or any other conditions affecting customers and
the quality of the loan portfolio.

Our results of operation and financial condition would be adversely affected if our allowance for loan losses is not
sufficient to absorb actual losses. Experience in the banking industry indicates that a portion of our loans in all
categories of our lending business will become delinquent, and some may only be partially repaid or may never be
repaid at all. Our methodology for establishing the adequacy of the allowance for loan losses depends on subjective
application of risk grades as indicators of borrowers ability to repay. Deterioration in general economic conditions and
unforeseen risks affecting customers may have an adverse effect on borrowers capacity to repay timely their
obligations before risk grades could reflect those changing conditions. In times of improving credit quality, with
growth in our loan portfolio, the allowance for loan losses may decrease as a percent of total loans. Changes in
economic and market conditions may increase the risk that the allowance would become inadequate if borrowers
experience economic and other conditions adverse to their businesses. Maintaining the adequacy of our allowance for
loan losses may require that we make significant and unanticipated increases in our provisions for loan losses, which
would materially affect our results of operations and capital adequacy. Recognizing that many of our loans
individually represent a significant percentage of our total allowance for loan losses, adverse collection experience in
a relatively small number of loans could require an increase in our allowance. Federal regulators, as an integral part of
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their respective supervisory functions, periodically review our allowance for loan losses. The regulatory agencies may
require us to change classifications or grades on loans, increase the allowance for loan losses with large provisions for
loan losses and to recognize further loan charge-offs based upon their judgments, which may be different from
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ours. Any increase in the allowance for loan losses required by these regulatory agencies could have a negative effect
on our results of operations and financial condition.

Our growth plans are dependent on the availability of capital and funding. Our historical dependence on trust
preferred and other forms of debt capital, became limited by market conditions beyond our control, as has been
evidenced with the economic downturn and issues affecting the financial services industry. Pricing of capital, in terms
of interest or dividend requirements or dilutive impact on earnings available to shareholders have increased
dramatically, and an increase in costs of capital can have a direct impact on operating performance and the ability to
achieve growth objectives. Costs of funding could also increase dramatically and affect our growth objectives, as well
as our financial performance. Additionally, the FDIC s unlimited guarantee on non-interest bearing deposits ends
June 30, 2010 and that could adversely affect our ability to attract and maintain non-interest bearing deposits as a
source of cost effective funding. Adverse changes in operating performance or financial condition or changes in
statutory or regulatory requirements could make the capital necessary to support or maintain the bank s well
capitalized status either difficult to obtain or extremely expensive.

Our operations are significantly affected by interest rate levels. Our profitability is dependent to a large extent on our
net interest income, which is the difference between interest income we earn as a result of interest paid to us on loans
and investments and interest we pay to third parties such as our depositors and those from whom we borrow funds.
Like most financial institutions, we are affected by changes in general interest rate levels, which are currently at
record low levels, and by other economic factors beyond our control. Prolonged periods of unusually low interest rates
may have an adverse effect on earnings by reducing the value of demand deposits, stockholders equity and fixed rate
liabilities with rates higher than available earning assets. Interest rate risk can result from mismatches between the
dollar amount of repricing or maturing assets and liabilities and from mismatches in the timing and rate at which our
assets and liabilities reprice. Although we have implemented strategies which we believe reduce the potential effects
of changes in interest rates on our results of operations, these strategies will not always be successful. In addition, any
substantial and prolonged increase in market interest rates could reduce our customers desire to borrow money from
us or adversely affect their ability to repay their outstanding loans by increasing their costs since most of our loans
have adjustable interest rates that reset periodically. If our borrowers ability to repay is affected, our level of
non-performing assets would increase and the amount of interest earned on loans will decrease, thereby having an
adverse effect on operating results. Any of these events could adversely affect our results of operations or financial
condition.

Our business faces unpredictable economic and business conditions. General economic conditions and specific
business conditions impact the banking industry and our customers businesses. The credit quality of our loan portfolio
necessarily reflects, among other things, the general economic conditions in the areas in which we conduct our
business. Our continued financial success depends somewhat on factors beyond our control, including:

national and local economic conditions;

the supply and demand for investable funds;

interest rates; and

federal, state and local laws affecting these matters.
Substantial deterioration in any of the foregoing conditions, as we have experienced with the current economic
downturn, can have a material adverse effect on our results of operations and financial condition, and we may not be

able to sustain our historical rate of growth. Our bank s customer base is primarily commercial in nature, and our bank
does not have a significant branch network or retail deposit base. In periods of economic downturn, business and
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commercial deposits may tend to be more volatile than traditional retail consumer deposits and, therefore, during these
periods our financial condition and results of operations could be adversely affected to a greater degree than our
competitors that have a larger retail customer base.
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We are dependent upon key personnel. Our success depends to a significant extent upon the performance of certain
key employees, the loss of whom could have an adverse effect on our business. Although we have entered into
employment agreements with certain employees, we cannot assure you that we will be successful in retaining key
employees.

Our business is concentrated in Texas and a downturn in the economy of Texas may adversely affect our business. A
substantial majority of our business is located in Texas. As a result, our financial condition and results of operations
may be affected by changes in the Texas economy. A prolonged period of economic recession or other adverse
economic conditions in Texas may result in an increase in non-payment of loans and a decrease in collateral value.

Our business strategy focuses on organic growth within our target markets and, if we fail to manage our growth
effectively, it could negatively affect our operations. We intend to develop our business principally through organic
growth. Our prospects must be considered in light of the risks, expenses and difficulties frequently encountered by
companies in significant growth stages of development. In order to execute our growth strategy successfully, we must,
among other things:

identify and expand into suitable markets and lines of business;

build our customer base;

maintain credit quality;

attract sufficient deposits to fund our anticipated loan growth;

attract and retain qualified bank management in each of our targeted markets;
identify and pursue suitable opportunities for opening new banking locations; and
maintain adequate regulatory capital.

Failure to manage our growth effectively could have a material adverse effect on our business, future prospects,
financial condition or results of operations, and could adversely affect our ability to successfully implement our
business strategy.

We compete with many larger financial institutions which have substantially greater financial resources than we

have. Competition among financial institutions in Texas is intense. We compete with other financial and bank holding
companies, state and national commercial banks, savings and loan associations, consumer finance companies, credit
unions, securities brokerages, insurance companies, mortgage banking companies, money market mutual funds,
asset-based non-bank lenders and other financial institutions. Many of these competitors have substantially greater
financial resources, lending limits and larger branch networks than we do, and are able to offer a broader range of
products and services than we can. Failure to compete effectively for deposit, loan and other banking customers in our
markets could cause us to lose market share, slow our growth rate and may have an adverse effect on our financial
condition and results of operations.

The risks involved in commercial lending may be material. We generally invest a greater proportion of our assets in
commercial loans than other banking institutions of our size, and our business plan calls for continued efforts to
increase our assets invested in these loans. Commercial loans may involve a higher degree of credit risk than some
other types of loans due, in part, to their larger average size, the effects of changing economic conditions on
commercial loans, the dependency on the cash flow of the borrowers businesses to service debt, the sale of assets
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securing the loans, and disposition of collateral which may not be readily marketable. Losses incurred on a relatively
small number of commercial loans could have a materially adverse impact on our results of operations and financial
condition.

Real estate lending in our core Texas markets involves risks related to a decline in value of commercial and
residential real estate. Our real estate lending activities, and the exposure to fluctuations in real estate values, are
significant and expected to increase. The market value of real estate can fluctuate significantly in a relatively short
period of time as a result of market conditions in the geographic area in which the real estate is located. If the value of
the real estate serving as collateral for our loan portfolio were to decline materially, a significant part of our loan
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portfolio could become under-collateralized and we may not be able to realize the amount of security that we
anticipated at the time of originating the loan. Conditions in certain segments of the real estate industry, including
homebuilding, lot development and mortgage lending, may have an effect on values of real estate pledged as collateral
in our markets. The inability of purchasers of real estate, including residential real estate, to obtain financing may
weaken the financial condition of borrowers dependent on the sale or refinancing of property. Failure to sell some
loans held for sale in accordance with contracted terms may result in mark to market charges to other operating
income. In addition, after the mark to market, we may transfer the loans into the loans held for investment portfolio
where they will then be subject to changes in grade, classification, accrual status, foreclosure, or loss which could
have an effect on the adequacy of the allowance for loan losses. When conditions warrant, we may find it beneficial to
restructure loans to improve prospects of collectability, and such actions may require loans to be treated as troubled
debt restructurings, or non-performing loans.

Our future profitability depends, to a significant extent, upon revenue we receive from our middle market business
customers and their ability to meet their loan obligations. Our future profitability depends, to a significant extent,
upon revenue we receive from middle market business customers, and their ability to continue to meet existing loan
obligations. As a result, adverse economic conditions or other factors adversely affecting this market segment may
have a greater adverse effect on us than on other financial institutions that have a more diversified customer base.

System failure or breaches of our network security could subject us to increased operating costs as well as litigation
and other liabilities. The computer systems and network infrastructure we use could be vulnerable to unforeseen
problems. Our operations are dependent upon our ability to protect our computer equipment against damage from fire,
power loss, telecommunications failure or a similar catastrophic event. Any damage or failure that causes an
interruption in our operations could have an adverse effect on our customers. In addition, we must be able to protect
the computer systems and network infrastructure utilized by us against physical damage, security breaches and service
disruption caused by the Internet or other users. Such computer break-ins and other disruptions would jeopardize the
security of information stored in and transmitted through our computer systems and network infrastructure, which
may result in significant liability to us and deter potential customers. Although we, with the help of third-party service
providers, will continue to implement security technology and establish operational procedures to prevent such
damage, there can be no assurance that these security measures will be successful. In addition, the failure of our
customers to maintain appropriate security for their systems may increase our risk of loss. We have and will continue
to incur costs with the training of our customers about protection of their systems. However, we cannot be assured that
this training will be adequate to avoid risk to our customers or, under unknown circumstances to us.

We are subject to extensive government regulation and supervision. We are subject to extensive federal and state
regulation and supervision. Banking regulations are primarily intended to protect depositors funds, federal deposit
insurance funds and the banking system as a whole, not shareholders. These regulations affect our lending practices,
capital structure, investment practices, dividend policy, operations and growth, among other things. These regulations
also impose obligations to maintain appropriate policies, procedures and controls, among other things, to detect,
prevent and report money laundering and terrorist financing and to verify the identities of our customers. Congress
and federal regulatory agencies continually review banking laws, regulations and policies for possible changes.
Changes to statutes, regulations or regulatory policies, including changes in interpretation or implementation of
statutes, regulations or policies, could affect us in substantial and unpredictable ways. Such changes could subject us
to additional costs, impose requirements for additional capital, limit the types of financial services and products we
may offer and/or increase the ability of non-banks to offer competing financial services and products, among other
things. We expend substantial effort and incur costs to improve our systems, audit capabilities, staffing and training in
order to satisfy regulatory requirements, but the regulatory authorities may determine that such efforts are insufficient.
Failure to comply with relevant laws, regulations or policies could result in sanctions by regulatory agencies, civil
money penalties and/or reputation damage, which could have a material adverse effect on our business, financial
condition and results of operations. While we have policies and procedures designed to prevent any such violations,
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special assessments on deposits based on general industry conditions and as a
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result of changes in specific programs, and there is no restriction on the amount by which the FDIC may increase
deposit assessments in the future. These increased FDIC assessments have affected our earnings to a significant
degree, and the industry may be subject to additional assessments, fees, or taxes.

Furthermore, Sarbanes-Oxley, and the related rules and regulations promulgated by the SEC and Financial Industry
Regulatory Authority (FINRA) that are applicable to us, have increased the scope, complexity and cost of corporate
governance, reporting and disclosure practices. As a result, we have experienced, and may continue to experience,
greater compliance costs.

Severe weather, natural disasters, acts of war or terrorism and other external events could significantly impact our
business. Severe weather, natural disasters, acts of war or terrorism and other adverse external events could have a
significant impact on our ability to conduct business. Such events could affect the stability of our deposit base, impair
the ability of borrowers to repay outstanding loans, impair the value of collateral securing loans, cause significant
property damage, result in loss of revenue and/or cause us to incur additional expenses. Periodically, hurricanes have
caused extensive flooding and destruction along the coastal areas of Texas, including communities where we conduct
business, and our operations in Houston have been disrupted to a minor degree. While the impact of these hurricanes
did not significantly affect us, other severe weather or natural disasters, acts of war or terrorism or other adverse
external events may occur in the future. Although management has established disaster recovery policies and
procedures, the occurrence of any such event could have a material adverse effect on our business, which, in turn,
could have a material adverse effect on our financial condition and results of operations.

Our management maintains significant control over us. Our current executive officers and directors beneficially own
approximately 5% of the outstanding shares of our common stock. Accordingly, our current executive officers and
directors are able to influence, to a significant extent, the outcome of all matters required to be submitted to our
stockholders for approval (including decisions relating to the election of directors), the determination of day-to-day
corporate and management policies and other significant corporate activities.

There are substantial regulatory limitations on changes of control. With certain limited exceptions, federal
regulations prohibit a person or company or a group of persons deemed to be acting in concert from, directly or
indirectly, acquiring more than 10% (5% if the acquirer is a bank holding company) of any class of our voting stock or
obtaining the ability to control in any manner the election of a majority of our directors or otherwise direct the
management or policies of our company without prior notice or application to and the approval of the Federal
Reserve. Accordingly, prospective investors need to be aware of and comply with these requirements, if applicable, in
connection with any purchase of shares of our common stock.

Anti-takeover provisions of our certificate of incorporation, bylaws and Delaware law may make it more difficult for
you to receive a change in control premium. Certain provisions of our certificate of incorporation and bylaws could
make a merger, tender offer or proxy contest more difficult, even if such events were perceived by many of our
stockholders as beneficial to their interests. These provisions include advance notice for nominations of directors and
stockholders proposals, and authority to issue the issuance of blank check preferred stock with such designations,
rights and preferences as may be determined from time to time by our board of directors. In addition, as a Delaware
corporation, we are subject to Section 203 of the Delaware General Corporation Law which, in general, prevents an
interested stockholder, defined generally as a person owning 15% or more of a corporation s outstanding voting stock,
from engaging in a business combination with our company for three years following the date that person became an
interested stockholder unless certain specified conditions are satisfied.

We are subject to claims and litigation pertaining to fiduciary responsibility, employment practices and other general

business matters litigation. From time to time, customers make claims and take legal action pertaining to our
performance of our fiduciary responsibilities. Whether customer claims and legal action related to our performance of
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its fiduciary responsibilities are founded or unfounded, if such claims and legal actions are not resolved in a manner
favorable to us they may result in significant financial liability and/or adversely affect the market perception of us and
our products and services as well as impact customer demand for those products and services. In addition, employees
can make claims related to our employment practices. If such claims or legal actions are not resolved in a manner
favorable to us they may result in significant financial liability and/or
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adversely affect the market perception of us. Any financial liability or reputation damage could have a material
adverse effect on our business, which, in turn, could have a material adverse effect on our financial condition and
results of operations.

Our controls and procedures may fail or be circumvented. Management regularly reviews and updates our internal
controls, disclosure controls and procedures, and corporate governance policies and procedures. Any system of
controls, however well designed and operated, is based in part on certain assumptions and can provide only
reasonable, not absolute, assurances that the objectives of the system are met. Any failure or circumvention of our
controls and procedures or failure to comply with regulations related to controls and procedures could have a material
adverse effect on our business, results of operations and financial condition.

New lines of business or new products and services may subject us to additional risks. From time to time, we may
develop and grow new lines of business or offer new products and services within existing lines of business. There are
substantial risks and uncertainties associated with these efforts, particularly in instances where the markets are not
fully developed. In developing and marketing new lines of business and/or new products and services we may invest
significant time and resources. Initial timetables for the introduction and development of new lines of business and/or
new products or services may not be achieved and price and profitability targets may not prove feasible. External
factors, such as compliance with regulations, competitive alternatives and shifting market preferences, may also
impact the successful implementation of a new line of business or a new product or service. Furthermore, any new line
of business and/or new product or service could have a significant impact on the effectiveness of our system of
internal controls. Failure to successfully manage these risks in the development and implementation of new lines of
business or new products or services could have a material adverse effect on our business, results of operations and
financial condition. All service offerings, including current offerings and those which may be provided in the future
may become more risky due to changes in economic, competitive and market conditions beyond our control.

Risks Associated With Our Common Stock
Our stock price can be volatile. Stock price volatility may make it more difficult for you to resell your common stock
when you want and at prices you find attractive. Our stock price can fluctuate significantly in response to a variety of
factors including, among other things:

actual or anticipated variations in quarterly results of operations;

recommendations by securities analysts;

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

news reports relating to trends, concerns and other issues in the financial services industry, including the
failures of other financial institutions in the current economic downturn;

perceptions in the marketplace regarding us and/or our competitors;
new technology used, or services offered, by competitors;

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

failure to integrate acquisitions or realize anticipated benefits from acquisitions;
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changes in government regulations; and

geopolitical conditions such as acts or threats of terrorism or military conflicts.
General market fluctuations, industry factors and general economic and political conditions and events, such as
economic slowdowns or recessions, interest rate changes or credit loss trends, could also cause our stock price to
decrease regardless of operating results as evidenced by the current volatility and disruption of capital and credit

markets.
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The trading volume in our common stock is less than that of other larger financial services companies. Although our
common stock is traded on the Nasdaq Global Select Market, the trading volume in our common stock is less than that
of other larger financial services companies. A public trading market having the desired characteristics of depth,
liquidity and orderliness depends on the presence in the marketplace of willing buyers and sellers of our common
stock at any given time. This presence depends on the individual decisions of investors and general economic and
market conditions over which we have no control. Given the lower trading volume of our common stock, significant
sales of our common stock, or the expectation of these sales, could cause our stock price to fall.

An investment in our common stock is not an insured deposit. Our common stock is not a bank deposit and, therefore,
is not insured against loss by the FDIC, any other deposit insurance fund or by any other public or private entity.
Investment in our common stock is inherently risky for the reasons described in this Risk Factors section and
elsewhere in this report and is subject to the same market forces that affect the price of common stock in any
company. As a result, if you acquire our common stock, you may lose some or all of your investment.

The holders of our junior subordinated debentures have rights that are senior to those of our shareholders. As of
December 31, 2009, we had $113.4 million in junior subordinated debentures outstanding that were issued to our
statutory trusts. The trusts purchased the junior subordinated debentures from us using the proceeds from the sale of
trust preferred securities to third party investors. Payments of the principal and interest on the trust preferred securities
are conditionally guaranteed by us to the extent not paid or made by each trust, provided the trust has funds available
for such obligations.

The junior subordinated debentures are senior to our shares of common stock. As a result, we must make payments on
the junior subordinated debentures (and the related trust preferred securities) before any dividends can be paid on our
common stock and, in the event of our bankruptcy, dissolution or liquidation, the holders of the debentures must be
satisfied before any distributions can be made to our shareholders. If certain conditions are met, we have the right to
defer interest payments on the junior subordinated debentures (and the related trust preferred securities) at any time or
from time to time for a period not to exceed 20 consecutive quarters in a deferral period, during which time no
dividends may be paid to holders of our common stock.

We do not currently pay dividends. Our ability to pay dividends is limited and we may be unable to pay future
dividends. We do not currently pay dividends on our common stock. Our ability to pay dividends is limited by
regulatory restrictions and the need to maintain sufficient consolidated capital. The ability of our bank subsidiary,
Texas Capital Bank, to pay dividends to us is limited by its obligations to maintain sufficient capital and by other
general restrictions on its dividends that are applicable to our regulated bank subsidiary. If these regulatory
requirements are not met, our subsidiary bank will not be able to pay dividends to us, and we could be unable to pay
dividends on our common stock or meet debt or other contractual obligations of our parent company.

Risks Associated With Our Industry

The earnings of financial services companies are significantly affected by general business and economic

conditions. As a financial services company, our operations and profitability are impacted by general business and
economic conditions in the United States and abroad. These conditions include short-term and long-term interest rates,
inflation, money supply, political issues, legislative and regulatory changes, fluctuation in both debt and equity capital
markets, broad trends in industry and finance and the strength of the U.S. economy and the local economies in which
we operate, all of which are beyond our control. Continued weakness or further deterioration in economic conditions
could result in decreases in loan collateral values and increases in loan delinquencies, non-performing assets and
losses on loans and other real estate acquired through foreclosure of loans. Industry conditions, competition and the
performance of our bank could also result in a decrease in demand for our products and services, among other things,
any of which could have a material adverse impact on our results of operation and financial condition.

Table of Contents 31



Edgar Filing: TEXAS CAPITAL BANCSHARES INC/TX - Form 10-K

There can be no assurance that recently proposed or future legislation will not subject us to heightened regulation,
and the impact of such legislation on us cannot be reliably determined at this time. We cannot predict what
legislation may be enacted affecting banks and bank holding companies and their operations, or what regulations

might be
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adopted by bank regulators or the effects thereof. In light of current economic conditions in the financial markets and
the United States economy, Congress and regulators have increased their focus on the regulation of the banking
industry. If enacted, any new legislative initiatives could affect us in substantial and unpredictable ways, including
increased compliance costs and additional operating restrictions on our business, and could result in an adverse effect
on our business, financial condition, and results of operations.

Financial services companies depend on the accuracy and completeness of information about customers and
counterparties. In deciding whether to extend credit or enter into other transactions, we may rely on information
furnished by or on behalf of customers and counterparties, including financial statements, credit reports and other
financial information. We may also rely on representations of those customers, counterparties or other third parties,
such as independent auditors, as to the accuracy and completeness of that information. Reliance on inaccurate or
misleading financial statements, credit reports or other financial information could have a material adverse impact on
our business and, in turn, our results of operations and financial condition.

We compete in an industry that continually experiences technological change, and we may have fewer resources than
many of our competitors to continue to invest in technological improvements. The financial services industry is
undergoing rapid technological changes, with frequent introductions of new technology-driven products and services
which our customers may require. Many of our competitors have substantially greater resources to invest in
technological improvements. We may not be able to effectively implement new technology-driven products and
services or be successful in marketing these products and services to our customers.

Consumers and businesses may decide not to use banks to complete their financial transactions. Technology and
other changes are allowing parties to complete financial transactions that historically have involved banks through
alternative methods. The possibility of eliminating banks as intermediaries could result in the loss of interest and fee
income, as well as the loss of customer deposits and the related income generated from those deposits. The loss of
these revenue streams and the lower cost deposits as a source of funds could have a material adverse effect on our
results of operations and financial condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None
ITEM 2. PROPERTIES

As of December 31, 2009, we conducted business at nine full service banking locations and one operations center. Our
operations center houses our loan and deposit operations and the BankDirect call center. We lease the space in which
our banking centers and the operations call center are located. These leases expire between March 2013 and July 2019,
not including any renewal options that may be available.
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The following table sets forth the location of our executive offices, operations center and each of our banking centers.

Type of Location Address

Executive offices, banking location 2000 McKinney Avenue
Suite 700
Dallas, Texas 75201

Operations center 2350 Lakeside Drive
Suite 800
Richardson, Texas 75083

Banking location 14131 Midway Road
Suite 100
Addison, Texas 75001

Banking location 5910 North Central Expressway
Suite 150
Dallas, Texas 75206

Banking location 5800 Granite Parkway
Suite 150
Plano, Texas 75024

Banking location 500 Throckmorton
Suite 300
Fort Worth, Texas 76102

Banking location 114 W. 7th St.
Suite 100
Austin, Texas 78701

Banking location 745 East Mulberry Street
Suite 350
San Antonio, Texas 78212

Banking location 7373 Broadway

Suite 100

San Antonio, Texas 78209
Banking location One Riverway

Suite 150
Houston, Texas 77056

ITEM 3. LEGAL PROCEEDINGS
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We are not involved in any material pending legal proceedings other than legal proceedings occurring in the ordinary
course of business. Management believes that none of these legal proceedings, individually or in the aggregate, will
have a material adverse impact on our results of operations or financial condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of 2009.

16

Table of Contents 35



Edgar Filing: TEXAS CAPITAL BANCSHARES INC/TX - Form 10-K

Table of Contents

ITEMS. MARKET FOR REGISTRANT S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
AND ISSUERPURCHASES OF EQUITY SECURITIES

Our common stock began trading on The Nasdaq Global Select Market on August 13, 2003, and is traded under the
symbol TCBI . Our common stock was neither publicly traded, nor was there an established market therefor, prior to
August 13, 2003. On February 16, 2010 there were approximately 353 holders of record of our common stock.

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

The following table presents the range of high and low bid prices reported on The Nasdaq Global Select Market for
each of the four quarters of 2008 and 2009.

Price Per Share

Quarter Ended High Low

March 31, 2008 $ 18.18 $ 14.40
June 30, 2008 19.50 15.33
September 30, 2008 25.01 13.51
December 31, 2008 22.00 12.56
March 31, 2009 13.63 6.55
June 30, 2009 16.24 9.87
September 30, 2009 18.30 14.25
December 31, 2009 17.03 12.98

Equity Compensation Plan Information

The following table presents certain information regarding our equity compensation plans as of December 31, 2009.

Number of Weighted Number of
Securities Average Securities
Remaining
to be Issued Upon Exercise Price of Available
Exercise of Outstanding for Future Issuance
Outstanding Options,
Options, Warrants Under Equity
Warrants and
Plan category Rights and Rights Compensation Plans
Equity compensation plans approved by
security holders 2,221,950 $ 14.22 367,470
Equity compensation plans not
approved by security holders
Total 2,221,950 $ 14.22 367,470
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Stock Performance Graph

The following table and graph sets forth the cumulative total stockholder return for the Company s common stock
beginning on August 12, 2003, the date of the Company s initial public offering compared to an overall stock market
index (Russell 2000 Index) and the Company s peer group index (Nasdaq Bank Index). The Russell 2000 Index and
Nasdaq Bank Index are based on total returns assuming reinvestment of dividends. The graph assumes an investment
of $100 on August 12, 2003. The performance graph represents past performance and should not be considered to be
an indication of future performance.

12/31/03

Texas

Capital

(TCBI) $ 14.48
Russell

2000 Index

RTY 556.91
Nasdaq

Bank Index

CBNK 2,899.18

Source: Bloomberg

12/31/04 12/31/05 12/31/06 12/31/07 12/31/08 12/31/09

$ 2162 $§ 2238 $ 1988 $§ 1825 $ 1336 $§ 13.96

658.72 681.26 796.70 775.75 509.18 633.31

3,288.71 3,154.28 3,498.55 2,746.89 2,098.35 1,693.34

TCBI Stock Performance Graph
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA
You should read the selected financial data presented below in conjunction with Management s Discussion and

Analysis of Financial Condition and Results of Operations and our consolidated financial statements and the related
notes appearing elsewhere in this Form 10-K.

(in thousands, except per share, At or For The Year Ended December 31
average share and percentage data) 2009 2008 2007 2006 2005

Consolidated Operating Data (1)

Interest income $ 243,153 $§ 248930 $ 289,292 $§ 236,482 $ 158,953
Interest expense 46,462 97,193 149,540 119,312 65,329
Net interest income 196,691 151,737 139,752 117,170 93,624
Provision for credit losses 43,500 26,750 14,000 4,000

Net interest income after provision

for credit losses 153,191 124,987 125,752 113,170 93,624
Non-interest income 29,260 22,470 20,627 17,684 12,507
Non-interest expense 145,542 109,651 98,606 86,912 65,344
Income from continuing operations

before income taxes 36,909 37,806 47,773 43,942 40,787
Income tax expense 12,522 12,924 16,420 14,961 13,860
Income from continuing operations 24,387 24,882 31,353 28,981 26,927
Income (loss) from discontinued

operations (after-tax) (235) (616) (1,931) 57 265
Net income 24,152 24,266 29,422 28,924 27,192
Preferred stock dividends 5,383

Net income available to common
shareholders $ 18,769 $ 24266 $ 20422 $ 28,924 $ 27,192

Consolidated Balance Sheet Data(1)

Total assets(3) $ 5,698,318 $ 5,141,034 $ 4,287,853 $ 3,659,445 $ 3,003,430
Loans held for investment 4,457,293 4,027,871 3,462,608 2,722,097 2,075,961
Loans held for sale 693,504 496,351 174,166 199,014 72,383
Loans held for sale from discontinued

operations 586 648 731 16,844 38,795
Securities available-for-sale 266,128 378,752 440,119 520,091 620,539
Deposits 4,120,725 3,333,187 3,066,377 3,069,330 2,495,179
Federal funds purchased 580,519 350,155 344,813 165,955 103,497
Other borrowings 376,510 930,452 439,038 45,604 162,224
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Trust preferred subordinated

debentures 113,406 113,406 113,406 113,406 46,394

Stockholders equity 481,360 387,073 295,138 253,515 215,523
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(in thousands, except per share,

At or For The Year Ended December 31

average share and percentage data) 2009 2008 2007 2006 2005
Other Financial Data
Income per share:
Basic
Income from continuing operations .56 .89 1.20 1.12 1.05
Net income .55 .87 1.12 1.11 1.06
Diluted
Income from continuing operations .55 .89 1.18 1.10 1.01
Net income .55 .87 1.10 1.09 1.02
Tangible book value per share(4) 12.96 12.19 10.92 9.32 8.19
Book value per share(4) 13.23 12.44 11.22 9.82 8.68
Weighted average shares:
Basic 34,113,285 27,952,973 26,187,084 25,945,065 25,619,594
Diluted 34,410,454 28,048,463 26,678,571 26,468,811 26,645,198
Selected Financial Ratios:
Performance Ratios
From continuing operations:
Net interest margin 3.89% 3.54% 3.82% 3.84% 3.66%
Return on average assets 46% 55% .80% .88% 97%
Return on average equity 5.15% 7.46% 11.51% 12.62% 13.16%
Efficiency ratio (excludes securities
gains) 64.41% 62.94% 61.48% 64.45% 61.57%
Non-interest expense to average
earning assets 2.87% 2.54% 2.68% 2.83% 2.53%
From consolidated:
Net interest margin 3.89% 3.54% 3.82% 4.00% 3.90%
Return on average assets A45% 54% 5% .87% 97%
Return on average equity 5.10% 7.28% 10.80% 12.59% 13.29%
Asset Quality Ratios
Net charge-offs (recoveries) to
average loans(2) 46% .35% .07% .08% (0%
Reserve for loan losses to loans held
for investment(2) 1.52% 1.13% .92% 74% 91%
Reserve for loan losses to
non-accrual loans Ix 1.0x 1.5x 2.2x 3.3x
Non-accrual loans to loans(2) 2.15% 1.18% .62% .33% 27%
Total NPAs to loans plus OREO(2) 2.74% 1.81% .69% 37% 27%
20
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(in thousands, except per share, At or For The Year Ended December 31

average share and percentage data) 2009 2008 2007 2006 2005
Capital and Liquidity Ratios
Total capital ratio 11.98% 10.92% 10.56% 11.16% 10.83%
Tier 1 capital ratio 10.73% 9.97% 9.41% 9.68% 10.09%
Tier 1 leverage ratio 10.54% 10.21% 9.38% 9.18% 8.68%
Average equity/average assets 8.91% 7.38% 6.98% 6.96% 7.40%
Tangible common equity/ total tangible assets(4) 8.18% 7.36% 6.73% 6.74% 6.96%
120.03% 103.64% 93.89% 89.74%

Average net loans/average deposits 128.43%

(1) The consolidated statement of operating data and consolidated balance sheet data presented above for the five
most recent fiscal years ended December 31 have been derived from our audited consolidated financial
statements. The historical results are not necessarily indicative of the results to be expected in any future period.

(2) Excludes loans held for sale.
(3) From continuing operations.

(4) Excludes unrealized gains/losses on securities.
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Consolidated Interim Financial Information (Unaudited)

(in thousands except per share data)
Interest income $
Interest expense

Net interest income
Provision for credit losses

Net interest income after provision for credit
losses

Non-interest income

Non-interest expense

Income from continuing operations before
income taxes

Income tax expense

Income from continuing operations
Loss from discontinued operations (after-tax)

Net income
Preferred stock dividends

Net income available to common shareholders $

Basic earnings per share:
Income from continuing operations $

Net income $

Diluted earnings per share:
Income from continuing operations $

Net income $

Average shares:
Basic

Table of Contents

2009 Selected Quarterly Financial Data

Fourth
65,137
10,031
55,106

10,500

44,606
7,811
42,796

9,621
3,194

6,427
(55)
6,372

6,372

18

18

18

18

35,850,000

Third
62,197
10,631
51,566

13,500

38,066
7,133
37,067

8,132
2,779

5353
(41)
5,312

5,312

15

15

15

15

35,754,000

$

Second
60,013
11,211
48,802

11,000

37,802
7,416
35,373

9,845
3,363

6,482
(44)

6,438
4,453

1,985

.06

.06

.06

.06

33,784,000

$

First
55,806
14,589
41,217

8,500

32,717
6,900
30,306

9,311
3,186

6,125
95)

6,030
930

5,100

17

.16

17

.16

26,528,000
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36,311,000 36,304,000 33,866,000

22

31,072,000
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(In thousands except per share data)
Interest income
Interest expense

Net interest income
Provision for credit losses

Net interest income after provision for credit
losses

Non-interest income

Non-interest expense

Income from continuing operations before
income taxes

Income tax expense

Income from continuing operations
Loss from discontinued operations (after-tax)

Net income

Basic earnings per share:
Income from continuing operations

Net income

Diluted earnings per share:
Income from continuing operations

Net income

Average shares:
Basic

Diluted

ITEM 7.

Table of Contents

$

2008 Selected Quarterly Financial Data

Fourth
58,873
20,161
38,712

11,000

27,712
5,950
28,443

5,219
1,732

3,487
(100)

3,387

A1

A1

1

A1

30,884,000

31,038,000

$

Third
62,240
23,974
38,266

4,000

34,266
4,885
27,675

11,476
3911

7,565

(252)

7,313

27

.26

27

.26

27,726,000

27,793,000

Second
61,008
22,848
38,160

8,000

30,160
5,952
27,256

8,856
3,056

5,800
(116)

5,684

22

21

22

21

26,706,000

26,805,000

$

First
66,809
30,210
36,599

3,750

32,849
5,683
26,277

12,255
4,225

8,030
(148)

7,882

.30

.30

.30

.30

26,466,000

26,528,000
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

Forward-Looking Statements

Statements and financial analysis contained in this document that are not historical facts are forward looking
statements made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995 (the
Act ). In addition, certain statements may be contained in our future filings with SEC, in press releases, and in oral and
written statements made by or with our approval that are not statements of historical fact and constitute
forward-looking statement within the meaning of the Act. Forward looking statements describe our future plans,
strategies and expectations and are based on certain assumptions. Words such as believes , anticipates , expects ,
intends , targeted , continue , remain , will , should , may and other similar expressions are intended to identif’
forward-looking statements but are not the exclusive means of identifying such statements.

Forward-looking statements involve risks and uncertainties, many of which are beyond our control that may cause
actual results to differ materially from those in such statements. The important factors that could cause actual results
to differ materially from the forward looking statements include, but are not limited to, the following:

(1) Changes in interest rates and the relationship between rate indices, including LIBOR and Fed Funds

23
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(2) Changes in the levels of loan prepayments, which could affect the value of our loans or investment securities

(3) Changes in general economic and business conditions in areas or markets where we compete

(4) Competition from banks and other financial institutions for loans and customer deposits

(5) The failure of assumptions underlying the establishment of and provisions made to the allowance for credit losses

(6) The loss of senior management or operating personnel and the potential inability to hire qualified personnel at
reasonable compensation levels

(7) Changes in government regulations including changes as a result of the current economic crisis

Forward-looking statements speak only as of the date on which such statements are made. We have no obligation to
update or revise any forward looking statements as a result of new information or future events. In light of these
assumptions, risks and uncertainties, the events discussed in any forward looking statements in this annual report
might not occur.

Overview of Our Business Operations

We commenced operations in December 1998. An important aspect of our growth strategy has been our ability to
service and effectively manage a large number of loans and deposit accounts in multiple markets in Texas.
Accordingly, we created an operations infrastructure sufficient to support state-wide lending and banking operations.

The following discussions and analyses present the significant factors affecting our financial condition as of
December 31, 2009 and 2008 and results of operations for each of the three years in the period ended December 31,
2009. This discussion should be read in conjunction with our consolidated financial statements and notes to the
financial statements appearing later in this report. Please also note the below description about our discontinued
operations and how it is reflected in the following discussions of our financial condition and results of operations.

On October 16, 2006, we completed the sale of our residential mortgage lending division (RML). The sale was
effective as of September 30, 2006, and, accordingly, all operating results for this discontinued component of our
operations were reclassified to discontinued operations. All prior periods were restated to reflect the change.
Subsequent to the end of the first quarter of 2007, Texas Capital Bank and the purchaser of its residential mortgage
loan division (RML) agreed to terminate and settle the contractual arrangements related to the sale of the division.

The loss from discontinued operations was $235,000 and $616,000, net of taxes, for the years 2009 and 2008,
respectively. The 2009 losses are primarily related to continuing legal and salary expenses incurred in dealing with the
remaining loans and requests from investors related to the repurchase of previously sold loans. We still have
approximately $586,000 in loans held for sale from discontinued operations that are carried at the estimated market
value at year-end, which is less than the original cost. We plan to sell these loans, but timing and price to be realized
cannot be determined at this time due to market conditions. In addition, we continue to address requests from
investors related to repurchasing loans previously sold. While the balances as of December 31, 2009 include a liability
for exposure to additional contingencies, including risk of having to repurchase loans previously sold, we recognize
that market conditions may result in additional exposure to loss and the extension of time necessary to complete the
discontinued mortgage operation. Our mortgage warehouse operations were not part of the sale, and are included in
the results from continuing operations. Except as otherwise noted, all amounts and disclosures throughout this
document reflect only the Company s continuing operations.
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On March 30, 2007, Texas Capital Bank completed the sale of its TexCap Insurance Services subsidiary; the sale was,
accordingly, reported as a discontinued operation. Historical operating results of TexCap and the net after-tax gain of
$1.09 million from the sale are reflected as discontinued operations in the financial statements
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and schedules. All prior periods have been restated to reflect the change. Except as otherwise noted, all amounts and
disclosures throughout this document reflect only the Company s continuing operations.

Year ended December 31, 2009 compared to year ended December 31, 2008

We reported net income of $24.4 million for the year ended December 31, 2009, compared to $24.9 million for the
same period in 2008. We reported net income available to common shareholders of $19.0 million, or $.55 per diluted
common share, for the year ended December 31, 2009, compared to $24.9 million, or $.89 per diluted common share,
for the same period in 2008 as a result of preferred dividends paid. Return on average equity was 5.15% and return on
average assets was .46% for the year ended December 31, 2009, compared to 7.46% and .55%, respectively, for the
same period in 2008.

Net income decreased $495,000, or 2%, for the year ended December 31, 2009, and net income available to common
shareholders decreased $5.9 million, or 24%, compared to the same period in 2008. The $495,000 decrease was
primarily the result of a $16.8 million increase in the provision for credit losses and a $35.9 million increase in
non-interest expense, offset by a $45.0 million increase in net interest income and a $6.8 million increase in
non-interest income and a $402,000 decrease in income tax expense.

Details of the changes in the various components of net income are further discussed below.
Year ended December 31, 2008 compared to year ended December 31, 2007

We reported net income of $24.9 million, or $.89 per diluted common share, for the year ended December 31, 2008,
compared to $31.4 million, or $1.18 per diluted common share, for the same period in 2007. Return on average equity
was 7.46% and return on average assets was .55% for the year ended December 31, 2008, compared to 11.51% and
.80%, respectively, for the same period in 2007.

Net income decreased $6.5 million, or 20.7%, for the year ended December 31, 2008 compared to the same period in
2007. The decrease was primarily the result of a $12.8 million increase in the provision for credit losses and an
$11.1 million increase in non-interest expense, offset by an $11.9 million increase in net interest income and a

$1.9 million increase in non-interest income and a $3.5 million decrease in income tax expense.

Details of the changes in the various components of net income are further discussed below.
Net Interest Income

Net interest income was $196.7 million for the year ended December 31, 2009 compared to $151.7 million for the
same period of 2008. The increase in net interest income was primarily due to an increase of $764.8 million in average
earning assets and the increase in our net interest margin. The increase in average earning assets from 2008 included
an $835.3 million increase in average net loans offset by a $76.6 million decrease in average securities. For the year
ended December 31, 2009, average net loans and securities represented 93% and 6%, respectively, of average earning
assets compared to 91% and 9%, respectively, in 2008.

Average interest bearing liabilities for the year ended December 31, 2009 increased $431.0 million from the year
ended December 31, 2008, which included a $206.4 million increase in interest bearing deposits and a $224.6 million
increase in other borrowings. For the same periods, the average balance of demand deposits increased to

$760.8 million from $529.5 million. The significant increase in average other borrowings is a result of the combined
effects of maturities of transaction-specific deposits and growth in loans during 2009. The average cost of interest
bearing liabilities decreased from 2.67% for the year ended December 31, 2008 to 1.14% in 2009, reflecting the
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significant decline in market interest rates.

Net interest income was $151.7 million for the year ended December 31, 2008 compared to $139.8 million for the
same period of 2007. The increase in net interest income was primarily due to an increase of $632.2 million in average
earning assets, offset by a 28 basis point decrease in the net interest margin, which resulted from growth, asset
sensitivity and the impact of the increase in non-accrual loans. The increase in average earning assets from 2007
included a $705.3 million increase in average net loans offset by an $84.5 million decrease in
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average securities. For the year ended December 31, 2008, average net loans and securities represented 91% and 9%,
respectively, of average earning assets compared to 87% and 13%, respectively, in 2007.

Average interest bearing liabilities for the year ended December 31, 2008 increased $495.5 million from the year
ended December 31, 2007, which included a $99.4 million increase in interest bearing deposits and a $396.1 million
increase in other borrowings. For the same periods, the average balance of demand deposits increased slightly to
$529.5 million from $463.1 million. The average cost of interest bearing liabilities decreased from 4.76% for the year
ended December 31, 2007 to 2.67% in 2008, reflecting the significant decline in market interest rates during 2008. Of
the increase in average interest bearing liabilities, total borrowings grew due to combined effects of maturities of
transaction-specific deposits and strong loan growth during 2008.

Volume/Rate Analysis
Years Ended December 31,
2009/2008 2008/2007
Change Due To(1) Change Due To(1)
(in thousands) Change Volume Yield/Rate Change Volume Yield/Rate
Interest income:
Securities(2) $ 4,184 $ (3,586) $ (598) $ (4262) $ (4,005 $ (257)
Loans (1,509) 49,955 (51,464) (36,162) 58,521 (94,683)
Federal funds sold (137) (&2)) (86) 76 476 (400)
Deposits in other banks 13 111 (98) (23) 69 92)
(5,817) 46,429 (52,246) (40,371) 55,061 (95,432)

Interest expense :
Transaction deposits (221) 178 (399) (460) 81 (541)
Savings deposits (4,320) 7,299 (11,619) (21,085) (1,993) (19,092)
Time deposits (16,477) 3,532 (20,009) 1,564 19,567 (18,003)
Deposits in foreign branches (14,010) (9,271) (4,739) (28,412) (12,175) (16,237)
Borrowed funds (15,703) 5,032 (20,735) (3,954) 19,718 (23,672)

(50,731) 6,770 (57,501) (52,347) 25,198 (77,545)
Net interest income $ 44914 $ 39,659 $ 5255 $ 11976 $ 29,863 $ (17,887)

(1) Changes attributable to both volume and yield/rate are allocated to both volume and yield/rate on an equal basis.
(2) Taxable equivalent rates used where applicable.
Net interest margin from continuing operations, the ratio of net interest income to average earning assets, from
continuing operations increased from 3.54% in 2008 to 3.89% in 2009. This 35 basis point increase was a result of a

steep decline in the costs of interest bearing liabilities and growth in non-interest bearing deposits and
stockholders&#146
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