


EHE-ROABREERS JCCESS
BEGINS HERE.

Letter to Shareholders, Craig Scheef, CEO . . ... ...ttt ittt iinnnnenns
The Road to SuccessBegins Here . . ... ... . ittt
Executive Team and Board of Directors . . . ... .. ittt i
Culture and Values Commiittee . . . . . ... i i ittt it iiiie e
Business Education: Fueling Your JourneytoSuccess . ..........ccitiiiiiiiiinnnnnnn.
Elevatingthe Community . . ... ... i i i i e
Award-Winning Banking . . .. .. ... e

The Road to Success: Paved with Innovation and Exemplary Customer Service,
Shon Cass, Chief Experience OffiCer. . ..o v vttt eeeeeeeeeeaaeeennns

Quality Relationships and DepositFirst, Drew Keith, President . . .. ..................
Financial Highlights, Traci Spratt, Chief Financial Officer ... ........coooivii ...

1o ot 1 4 o1 o - 700

Dear Fellow Shareholders,

Last year | wrote to you about the harsh operating environment in
which Texas Security Bankshares, Inc. (the “Company”) found itself
given the combination of high short-term interest rates and the bank
failures in 2023. Over the course of 2024, we saw the bank failure
concerns wane and enjoyed some short-term interest rate relief — the
Federal Reserve (“Fed”) cut short-term interest rates by 100 basis
points late in the year. However, throughout 2024 we experienced
continued internal migration of deposit accounts to higher-yielding
money market accounts, putting continued upward pressure on our :
cost of funds, as the competition for deposits remained fierce. Our cost of fundmg hit a peak
in the third quarter of 2024, and our ability to reprice loans continued to lag the rise in funding
costs, which led to a drop in earnings per share to $2.59, down $0.30 per share from $2.89
in 2023. While disappointing, | am encouraged by the steady rise in our net interest margin
(“NIM") late in 2024 and continuing into 2025, driven by the easing in our total cost of funds
and, finally, the net increase in asset yields.

The Greek philosopher Plato wrote “our need will be the real creator,” which has evolved into
the proverb “necessity is the mother of invention.” In late 2023 we recognized the need to
both gather deposits and, to a degree, move away from wholesale funding, which consists of
brokered deposits and borrowings. Giventhose needs, Texas Security Bank (the “Bank”) created
a unique process called Demonstration and Treasury Assessment, or DTA, to bring value to our
customers and prospects in areas beyond banking services and provide an enhanced platform
for taking the Bank’s treasury management services to market. Successful implementation of
the DTA process required enhanced treasury management product training, account structures
to attract customer investable balances, and banker focus upon other business aspects such as
cyber-security, incident response planning, and proper internal controls, etc. As a result, while
our bankers became much more knowledgeable, versatile, and valuable to our customers,
the DTA process was instrumental in the Bank, increasing core deposits over $170 million, or
21%, and reducing wholesale funding by over $190 million, or 71%. Along with improving our
balance sheet health, the Bank captured new treasury management customers that positively
affect its franchise value, as these customers tend to be very loyal given the importance of the
Bank’s treasury management services to their operations.

| am energized! With the changes in the administration, we are seeing a return to more rational
regulation and a focus on production in the U.S., which benefits commercial banking. The Bank'’s
DTA process continues to bolster valuable growth. Time has allowed us to enhance loan yields
and begin overcoming the higher cost of funds (deposits), helped by easing from the Fed. This
has combined to produce a positive trend in our NIM which we expect to continue through
2025. Good things are happening as we continue Elevating the Champions of Free Enterprise!

@;ﬁ/f/

Craig T. Scheef
Founder, Chairman, Chief Executive Officer

TEXAS SECURITY BANKSHARES, INC.
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" THE ROAD TO SUCCESS BEGINS HERE.

A year of growth, innovation, education, and excellence

Texas Security Bank (“TSB”) continued to pave the way toward a brighter future
for our customers, partners and communities. Our journey marked by world-class
service, education, and innovation, has positioned us as a trusted partner on the
roadmap to success.

Customer-Centric Focus

Our commitment to delivering outstanding customer experiences remains at the
heart of everything we do. This year, our Net Promoter Score (“NPS”) continued to
outpace banking industry benchmarks, reflecting the trust and satisfaction of our
clients. By fostering quality relationships and understanding the unique needs of
each customer, we've built lasting partnerships that go beyond banking.

Driving Growth and Building Strong Foundations

Through our DepositFirstinitiative, we achieved healthy deposit growth, demonstrating
the confidence our customers place in us. We've empowered business owners with
the knowledge they need to thrive, offering financial education that turns ambition
into achievement.

Innovation & Digital Transformation

Our investment in cutting-edge digital banking solutions has made banking secure,
faster, and more convenient than ever before. From new applications that make
banking easier to advanced online platforms, we've embraced technology to meet
the evolving needs of our customers, ensuring they have access to banking anytime,
anywhere.

Recognition of Excellence

Our dedication is getting noticed! TSB proudly received The Dallas Morning News
People’s Choice Gold Award for Best Bank in DFW for its fourth year in a row.
This is a testament to our unwavering pursuit of excellence in service, innovation,
education, and community engagement.

As we reflect on the achievements of this year, we remain focused on the road
ahead. The journey to success begins with trust and a commitment to helping our
customers achieve their goals. We are proud to be a valued partner at every stop on
the roadmap.

TEXAS SECURITY BANK EXECUTIVE TEAM
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Craig Scheef Drew Keith Ben Parkey
Chief Executive Officer, President, Board of Executive Vice President,
Chairman of the Board of Directors Directors Chief Banking Officer

Chris Jones Shon Cass Traci Spratt

Executive Vice President, Executive Vice President, Senior Vice President,
Special Assets and Special Projects  Chief Experience Officer Chief Financial Officer

BOARD OF DIRECTORS

(Top, left to right): Chris Kirkpatrick, Partner, Wick Phillips Gould & Martin, LLP; Dale Pearce, Founder, Pearce Advisors;
Craig Scheef, CEO/Chairman, Texas Security Bank; Chris Jones, EVP, Special Assets & Special Projects, Texas Security Bank;
Joe Shockley, Semi-Retired, CEO Shockley Consulting, LLC.

(Bottom, left to right): Kip Kernodle, Retired, Formerly CFO & Director Allflex Holdings, Inc.; Leann Nabors, CFO, The Wright
Group; Drew Keith, President, Texas Security Bank; Scott Miller, Principal, Miller Global Investments, LLC.

(Not Pictured): Courtney Liddiard, Retired, Former CEO, Ball Ventures LLC; Michael Thomas, Retired, Former President,
Commercial Industries for NTT Data, Inc.; Jeff Whittle, Founder, Whittle Partners.







