
TRIUMPH BANCORP, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The Company’s federal and state net operating loss carryforwards as of December 31, 2021 were $34,433,000
and $24,157,000, respectively, which will expire at various dates from 2031 through 2035, with the exception of
$16,268,000 of net operating loss carryforwards generated after 2017 that will not expire. The Company has a
valuation allowance on certain net operating loss carryforwards that are not expected to be realized before
expiration.

The Company’s federal and state net operating loss carryforwards as of December 31, 2020 were $19,365,000
and $10,649,000, respectively.

An Internal Revenue Code Section 382 (“Section 382”) ownership change was triggered as part of previous
acquisitions. A significant portion of the deferred tax asset relating to the Company’s net operating loss
carryforwards is subject to the annual limitation rules under Section 382. The utilization of tax carryforward
attributes acquired from the EJ Financial Corp. (2010) acquisition is subject to an annual limitation of $341,000.
The utilization of tax carryforward attributes acquired from the National Bancshares, Inc. (2013) acquisition is
subject to an annual limitation of $2,040,000. The utilization of tax carryforward attributes acquired from
HubTran, Inc. (2021) is subject to an annual limitation of $1,594,000.

The utilization of deferred tax assets related to the net operating loss and tax credit carryforwards acquired from
the ColoEast (2016) stock acquisition are subject to an annual limitation of $1,906,000 under Section 382 rules.

At December 31, 2021 and 2020, the Company had no amounts recorded for uncertain tax positions and does not
expect any material changes in uncertain tax benefits during the next 12 months. The Company recognizes
interest and penalties related to income tax matters in income tax expense.

The Company is subject to U.S. federal income tax as well as income tax in various states. The Company is
generally not subject to examination by taxing authorities for years prior to 2018.

NOTE 15 — LEGAL CONTINGENCIES

Various legal claims arise from time to time in the normal course of business which, in the opinion of
management, will have no material effect on the Company’s consolidated financial statements. The Company
does not anticipate any material losses as a result of commitments and contingent liabilities.

NOTE 16 — OFF-BALANCE SHEET LOAN COMMITMENTS

From time to time, the Company is a party to financial instruments with off-balance sheet risk in the normal
course of business to meet the financing needs of its customers. These financial instruments include
commitments to extend credit. Those instruments involve, to varying degrees, elements of credit risk in excess of
the amount recognized in the balance sheet. The Company’s exposure to credit loss in the event of
nonperformance by the other party to the financial instrument for commitments to extend credit and standby
letters of credit is represented by the contractual amount of those instruments.

The Company uses the same credit policies in making commitments and conditional obligations as it does for on-
balance sheet financial instruments.
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