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Financial Highlights

As of or for the year ended December 31,

(In thousands, except per share data) 2010 2009
BT Holdings

Total Income $1,734 $1,293
Total Expense 404 489
Net Ordinary Income 1,330 804
Earnings Per Share 61¢ 37¢
Total Assets 34,010 33,237
Total Liabilities 7,296 7,317
Total Equity 26,713 25,920
BankTexas

Yield on Earning Assets 5.02% 5.19%
Cost of Funding Earning Assets 0.98 1.40
Net Interest Margin 4.03 3.79
Return on Assets (ROA) 0.88 0.63
Return on Equity (ROE) 8.87 6.90
Net Charge-offs to Loans 0.00 0.70
Noncurrent Loans to Loans 1.11 1.42
Core Capital (Leverage) Ratio 9.62 8.85
Tier | Risk-Based Capital Ratio 16.06 15.19
Total Risk-Based Capital Ratio 17.31 16.44

BT Holdings, Inc., an independent bank holding company, is a leading East Texas financial institution. Through its primary
operating subsidiary BankTexas, National Association, the company is a leader in providing consumer and business banking
services, loans and investments. A part of East Texas since its predecessor institution was founded in the 1890s, the company
serves thousands of consumers, business and institutions.

Information about the holding company and bank can be found at www.btholdings.org and www.banktexas.org.
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FROM OUR VERY BEGINNING, OUR GOAL WAS NEVER TO BE
THE BIGGEST BANK IN THE WORLD, BUT TO OFFER THE

best possible customer experience:

+ We treat people like we’ve known them our whole lives -
and in many cases, we have.

« We strive to be a pleasure to do business with: we design
our bank stores so they’re fun to visit, keep more convenient
business hoursthan ourcompetitors, give creditfordeposits
on the day they’'re made, and best of all, we serve hot coffee
all day long.

+« Weemployoneofthe most knowledgeable and experienced
lending teams in East Texas, and support them with a strong
balance sheet and commitment to making loans.

« We reinvest in our franchise for the benefit of our local
shareholders, who are united in their belief that community
banking is a good investment, and a good thing for the local
economy.
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FROM THE CEO

Dear fellow shareholders:

The book value of our equity in BT Holdings grew 3.06% in
2010, or $0.36 per share. Since we established BT Holdings
in 2007, book value has grown $2.19 per share to $12.19'
and we have paid cash dividends totaling $0.30 per share.

Altogether, your invested capital has grown 24.9%.

2010 Financial Results

Our earnings improved meaningfully in 2010. Relative to 2009,
operating income increased 31%, from $1.3 million to $1.7
million; return on assets increased 39%, from 0.63% to 0.88%;
and return on equity increased 27%, from 6.9% to 8.8%.

Our capital position is solid. BT Holdings has $19.6 million of
equity — and Leverage, Tier | and Total Risk-Based capital ratios
of 8.85%, 15.19% and 16.44, respectively. (For context, the
federal regulatory minimums are 5.00%, 6.00% and 10.00%,
respectively).

Our performance compares favorably to that of local and
national peer groups. The best means of comparing the core
earnings performance of banks is Pre-Tax Return on Assets
- which measures how much income a bank generates per
dollar of assets, without regard to how it pays income taxes.
In 2010, BankTexas generated a pre-tax return on assets of
1.02%. During the same period, our local peers generated
an average pre-tax return on assets of 0.65%. Moreover, FDIC
data indicate that U.S. banks with total assets between $100
million and $1 billion generated an average pre-tax return on
assets of 0.47%. (See chart on next page.)

Economic growth, while beginning to rebound from a serious
and sustained financial crisis, remained anemic throughout
much of 2010. Given this backdrop, | am pleased with our
results.

Looking ahead, we are set to keep doing what we do best -
treating customers like we've known them our whole lives, with
service so good it takes them by surprise — while also opening
a new Bank Store in Winnsboro and expanding our nascent
presence in Tyler. All told, | couldn’t be any more optimistic
about what comes next.

Lending
Loan Origination

There is no getting around the fact that good loans were hard
to make in 2010. As a result of recent economic conditions,
many businesses and individuals are, unfortunately, not on
solid enough footing to receive credit. At the same time, in
the opposite camp, many financially solid firms and persons
are not confident enough in future growth to expand their
businesses or buy new assets like homes or land. At year-end
2010, our Total Loans Net of Allowance for Loan Losses stood at
$106.5 million, down $4.1 million since 2009.

Asset Quality
The quality of our loan portfolio increased throughout 2010,

At the end of
2010, 1.11% of total loans were noncurrent, versus 1.42% at

and is on track to return to normal in 2011.

' At inception, the book value of BT Holdings stock was $9.84, a result of fees paid to the underwriters of the offering. For this calculation, however, we assume that the
book value at inception was $10.00. We believe this is a fairer method of comparing the value of a founding shareholder’s investment to the current value of their stock.
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FROM THE CEO

the end of 2009. We have worked out or foreclosed on all of
the noncurrent commercial real estate and construction loans
that were outstanding this time a year ago, and are making
progress at selling the real estate we own. As we replace these
nonperforming assets with loans or securities in 2011, our
earnings performance will naturally improve.

Deposits

Our deposit base remained both low-cost and high quality in
2010. Our cost of funding earning assets - the “interest” we
pay to borrow depositors’money — was 2.13% in 2008, 1.40% in
2009 and 0.98% in 2010. While this is partially the result of the
declining interest rate environment we have been operating in,
it has more to do with to our ability to replace more expensive
CDs with less expensive, and higher-touch, checking accounts.
As a result, our net interest margin (the difference between
the yield we earn on our loans and the interest we pay on our
deposits) has been increasing steadily in recent years: it was
3.58% in 2008, 3.79% in 2009, and 4.03% in 2010. For every

10 basis point increase in our net interest margin, our pre-tax
earnings increase by about $175,000.

Our Franchise
Expansion

We continually invest in our platform to set our company up
for organic growth. In 2010, we began construction on a new
Bank Store in Winnsboro, which will open in a few months.
Winnsboro is an attractive market for BankTexas: we already
have many customers and investors there, and believe that
our distinctive, high-touch service model will do a good job of
attracting new ones. We can’t wait to open our doors and get
started growing.

In addition, we frequently look at opportunities to grow by
acquisition - of employee teams, branches or even other
banks. Our robust capital position, strong track record and
independent ownership make us an attractive partner, and

2010 Pre-tax Return on Average Assets (BankTexas & Peers)

Source: Federal Deposit Insurance Corporation, December 31, 2010.
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FROM THE CEO

we consequently see many opportunities. For example, we
recently announced that we have hired the Tyler lending team
of Prosperity Bank. This team of four — which has been together
for several years and includes Prosperity’s former President of
Tyler, Jacksonville and Rusk operations — will be the cornerstone
of our efforts to expand our presence in Tyler.

Community Involvement

East Texas is not only our place of business - it is our home.
We have long made contributing to local charities, projects
and schools a priority, and we continued to do so this year. We
believe that when the community does well, we all do so. In
addition, our team members remain involved as volunteers or
board members in a wide variety of civic organizations.

Our People

Our tremendous team keeps BankTexas humming day in, day
out and is a deep source of value for our company.

In 2010, our 67 team members kept our seven bank stores
open more than 14,000 man-hours, when they made 979 loans,
opened 1,794 accounts and processed more than 685,000
transactions. More importantly, they were consistently joyful
and efficient as they went about their work, earning us many
accolades for top-notch customer service.

We make cultivating the talents of our team members a top
priority, and take great pride in promoting from within our
own ranks. One wonderful example is that of Brenda Cates,
who stood out from the day in 1998 that she left a competitor
to join our team as a loan officer. Brenda is now Executive Vice
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President of BankTexas, with responsibility for overseeing our
lending activities and loan officers, as well as managing her own
portfolio. Every day, | look into our ranks for people as talented
and hard working as Brenda who are ready for positions of
increased leadership and responsibility. | am pleased to report
that, just this year, four members of our team - equivalent to
about 6% of our total workforce — received such opportunities
for promotion.

The Year Ahead

In the 1890s, on the courthouse square in Quitman, William
Lloyd founded the little bank that would grow into the
financial institution we own today. All of us at BT Holdings and
BankTexas remain humbled by his story of treating customers
like family — so much so that they nicknamed him “Uncle Bill."

As we look ahead to yet another year of growth and progress,
to opening our doors in new cities while expanding our
presence in old ones, Uncle Bill's legacy still guides us. We seek
to be the best bank, and to offer the best customer service, in
every market we call home. We are confident that this focus
- coupled with careful financial stewardship — means that our
best days are ahead of us.

Thank you for your continued confidence.
Sincerely,

Troy M. Robinson
President & CEO



OUR PEOPLE

Board of Directors of BT Holdings

William Adamson
President — Sabine Pipe, Inc.

Joe E. Brunson
Chairman - Team Worldwide, Inc.

Hoyt Camp
Retired Business Owner

Debbie Griffin
Investments

Officers of BankTexas

Troy M. Robinson
President & CEO

Brenda Cates
Executive Vice President

Lori Kindle
Vice President & Controller

Ben J. Kerr, lll, Esq.
Partner — Brown, Kerr & King

Beth Medlin

Secretary/Treasurer — Medlin Electric, Inc.

Juan D. Nichols (Chairman)
Retired General Manager - Wood County
Electric Cooperative, Inc.

Senior Vice President
James E. Wallace

Richard E. Roberts, Esq.
Vice President — Don Roberts Abstract &
Title Co.

Troy M. Robinson (President)
President & CEO - BankTexas

Assistant Vice Presidents
John Beck

Ryan Gentry

Vice Presidents
Keith Haisten
Ryan James
Mitzi Pearce
Charlie Rand

Debbie McClain
Josh Moses
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