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Nonclassified

This category includes loans considered as Pass (5-10) and Special Mention (4). A loan classified as Pass is
considered of sufficient quality to preclude a lower adverse rating. These loans are generally well protected by the
current net worth and paying capacity of the borrower or by the value of any collateral received. Special Mention
loans are defined as having potential weaknesses that deserve management’s close attention which, if left
uncorrected, could potentially result in further credit deterioration. Special Mention loans may include loans
originated with certain credit weaknesses or that developed those weaknesses since their origination.

Classified

This classification indicates the presence of credit weaknesses which could make loan repayment unlikely, such
as partial or total late payments and other contractual defaults.

Substandard

A loan classified substandard is inadequately protected by the sound worth and paying capacity of the borrower
or the collateral pledged. They are characterized by the distinct possibility that the Company will sustain some loss
if the credit weaknesses are not corrected. Loss potential, while existing in the aggregate amount of substandard
loans, does not have to exist in individual assets.

Doubtful

These loans have all the weaknesses inherent in a loan classified as substandard with the added characteristic
that the weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and
values, highly questionable and improbable. These are poor quality loans in which neither the collateral, if any, nor
the financial condition of the borrower presently ensure collection in full in a reasonable period of time. As a result,
the possibility of loss is extremely high.

Loss

Loans classified as loss are considered uncollectible and of such little value that the continuance as bankable
assets is not warranted. This classification does not mean that the assets have absolutely no recovery or salvage
value, but not to the point where a write-off should be deferred even though partial recoveries may occur in the
future. This classification is based upon current facts, not probabilities. As a result, loans in this category should be
promptly charged off in the period in which they are determined to be uncollectible.
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Loans held for investment by Credit Quality Indicators

The following table presents Loans held for investment by credit quality indicators and year of origination as of
December 31, 2022:

December 31, 2022

Term Loans

Amortized Cost Basis by Origination Year

Revolving Loans
Amortized Cost
(in thousands) 2022 2021 2020 2019 2018 Prior Basis Total
Real estate loans
Commercial real estate
Nonowner occupied
Credit Risk Rating:

Nonclassified
Pass $ 177852 $ 637,015 § 34525 § 91,941 $ 82385 § 342,174 $ 221,333 $ 1,587,225
Special Mention — — — — — 8,378 — 8,378
Classified
Substandard — — — 20,113 — — — 20,113
Doubtful — — — — — — — —
Loss — — — — — — — —
Total Nonowner occupied 177,852 637,015 34,525 112,054 82,385 350,552 221,333 1,615,716

Multi-family residential
Credit Risk Rating:

Nonclassified
Pass 85,670 110,943 26,881 126,724 27,242 124,433 318,130 820,023
Special Mention — — — _ - o

Classified
Substandard — — — — — — — —
Doubtful — — — — — — — —
Loss — — — — — — — —

Total Multi-family residential 85,670 110,943 26,881 126,724 27,242 124,433 318,130 820,023

Land development and construction
loans

Credit Risk Rating:
Nonclassified
Pass 8,846 27,746 23,459 188 — 26,930 186,005 273,174
Special Mention — — — — — — — —
Classified
Substandard — — — — — — — —
Doubtful — — — — — — — —
Loss — — = — — — = =
Total land development and
construction loans 8,846 27,746 23,459 188 — 26,930 186,005 273,174
Single-family residential
Credit Risk Rating:
Nonclassified
Pass 480,328 186,790 70,853 21,654 16,630 65,249 259,411 1,100,915
Special Mention — — — — — — — —
Classified
Substandard — — — — — 741 1,189 1,930
Doubtful — — — — — — — —
Loss — — — — — — — —
Total Single-family residential 480,328 186,790 70,853 21,654 16,630 65,990 260,600 1,102,845

Owner occupied
Credit Risk Rating:
Nonclassified
Pass 256,816 479,961 22,341 63,629 21,790 162,411 33,146 1,040,094
Special Mention — — — — — — — —
Classified
Substandard 2,096 1,631 656 — 650 1,283 40 6,356
Doubtful — — — — — — — —
Loss — — — — — — = —
Total owner occupied 258,912 481,592 22,997 63,629 22,440 163,694 33,186 1,046,450

F-52



Amerant Bancorp Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2022, 2021 and 2020

December 31, 2022

Term Loans Amortized Cost Basis by Origination Year

Revolving
Loans
Amortized Cost
(in thousands) 2022 2021 2020 2019 2018 Prior Basis Total

Non-real estate loans
Commercial Loans
Credit Risk Rating:
Nonclassified
Pass 400,781 95,470 19,815 42,936 32,248 16,297 761,489 1,369,036
Special Mention — — — — 1,499 — 250 1,749
Classified
Substandard — 84 267 194 27 984 8,890 10,446
Doubtful — — — 3 — — — 3
Loss — — — — — — — —

Total commercial Loans 400,781 95,554 20,082 43,133 33,774 17,281 770,629 1,381,234

Loans to financial institutions
and acceptances

Credit Risk Rating:

Nonclassified
Pass — — — — — 13,292 — 13,292
Special Mention _ _

Classified
Substandard — — — — - - _ _
Doubtful — — — — — — _ _
Loss — — — — — — _ _

Total loans to financial
institutions and acceptances — — — — — 13,292 — 13,292

Consumer loans
Credit Risk Rating:
Nonclassified
Pass 338,744 121,011 29,053 68 54 — 115,300 604,230
Special Mention — — — — — — — —
Classified
Substandard 98 128 — — — 4 — 230
Doubtful — — — — — — — —
Loss — — — — — — — —

Total consumer loans 338,842 121,139 29,053 68 54 4 115,300 604,460

Total loans held for investment,
gross $1,751,231  $1,660,779 $ 227,850 $ 367,450 $ 182,525 § 762,176 $ 1,905,183 $6,857,194
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The following table present year-to-date gross charge-offs by year of origination:

December 31, 2022

Term Loans Charge-offs by Origination Year

Revolving
Loans
(in thousands) 2022 2021 2020 2019 2018 Prior Charge-Offs Total

Year-To-Date Gross Charge-offs

Real estate loans
Commercial real estate
Nonowner occupied $ — — 3 — $ 3852 § — — 8 — $ 3,852
Multi-family residential — — — — — _ _ .

Land development and construction
loans — — — — — — — —

— — — 3,852 — — — 3,852

Single-family residential — — — — — 14 — 14

Owner occupied — — — — — — — —

— — — 3,852 — 14 — 3,866

Commercial loans 2,524 527 4,545 1,033 — 485 — 9,114

Loans to financial institutions and

acceptances — — — — — — — —

Consumer loans and overdrafts 3,120 4,604 1,395 2 — 5 — 9,126
Total Year-To-Date Gross Charge-

Offs $ 5644 $ 5131 $ 5940 $ 4837 $ — 3 504§ — $22,106

Loans held for investment by credit quality indicators as of December 31, 2021 are summarized in the following
table:

December 31, 2021

Credit Risk Rating
Nonclassified Classified
Special
(in thousands) Pass Mention Substandard Doubtful Loss Total
Real estate loans
Commercial real estate
Nonowner occupied $ 1,499,100 § 34205 $ 5,800 $ 1,395 $ — $ 1,540,590
Multi-family residential 514,679 — — — — 514,679
Land development and
construction loans 327,246 — — — — 327,246
2,341,025 34,205 5,890 1,395 — 2,382,515
Single-family residential 656,118 — 5,221 — — 661,339
Owner occupied 946,350 7,429 8,759 — — 962,538
3,943,493 41,634 19,870 1,395 — 4,006,392
Commercial loans 903,400 32,452 20,324 9,497 — 965,673
Loans to financial institutions
and acceptances 13,710 — — — — 13,710
Consumer loans and
overdrafts 423,395 — 270 — — 423,665
$ 5,283,998 § 74,086 $ 40464 $ 10,892 $ — $ 5,409,440
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Credit Risk Quality Indicators - Consumer Loan Classes

The credit risk quality of the Company’s residential real estate and consumer loan portfolios is evaluated by
considering the repayment performance of individual borrowers, and then classified on an aggregate or pool basis.
Loan secured by real estate in these classes which have been past due 90 days or more, and 120 days or 180 days or
more, are classified as Substandard and Loss, respectively. Beginning in 2022, unsecured consumer loans which
become past due 90 days are charged- off (120 days previously). When the Company has documented that past due
loans in these classes are well-secured and in the process of collection, then the loans may not be classified. Loan-
To-Value and FICO scores are also an important indicator of credit quality for single-family residential loans and
consumer loans. When loans are classified, loan-to-value is updated at least annually. FICO scores are typically at
origination, except for a significant portion of indirect consumer loans which are updated at least quarterly.

Single-family residential loans:

December 31,
2022 2021 2020

(in thousands, except percentages) Loan Balance % Loan Balance % Loan Balance %
Accrual Loans
Current $ 1,097,952 99.56 % $ 655,270 99.09 % $ 626,468 97.95 %
30-59 Days Past Due 2,965 0.27 % 531 0.08 % 1,807 0.28 %
60-89 Days Past Due 149 0.01 % 412 0.06 % 627 0.10 %
90+ Days Past Due 253 0.02 % — — % — — %

3,367 0.30 % 943 0.14 % 2,434 0.38 %
Total Accrual Loans $1,101,319 99.86 % $ 656,213 99.23 % $ 628,902 98.33 %
Non-Accrual Loans
Current $ 358 0.03% $ 2,612 039 % $ 5,333 0.83 %
30-59 Days Past Due 175 0.02 % 459 0.07 % 1,336 0.21 %
60-89 Days Past Due 1 — % — — % 44 0.01 %
90+ Days Past Due 992 0.09 % 2,055 0.31 % 3,954 0.62 %

1,168 0.11 % 2,514 0.38 % 5,334 0.84 %
Total Non-Accrual Loans 1,526 0.14 % 5,126 0.77 % 10,667 1.67 %
Total single-family residential
loans $ 1,102,845 100.00 % $ 661,339 100.00 % $ 639,569  100.00 %
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Consumer loans and overdrafts:

December 31,

2022 2021 2020
(in thousands, except percentages) Loan Balance % Loan Balance % Loan Balance %
Accrual Loans
Current $ 601,920 99.58 % $ 423,373 99.93 % $ 246,794 99.88 %
30-59 Days Past Due 2,439 0.40 % 22 0.01 % 85 0.03 %
60-89 Days Past Due 62 0.01 % 5 — % 6 — %
90+ Days Past Due 35 0.01 % 8 — % 2 — %
2,536 0.42 % 35 0.01 % 93 0.03 %
Total Accrual Loans $ 604,456 100.00 % $ 423,408 99.94 % $ 246,887 99.91 %
Non-Accrual Loans
Current $ 1 — % $ 251 0.06 % $ 203 0.08 %
30-59 Days Past Due — — % — — % — — %
60-89 Days Past Due — — % 2 — % — — %
90+ Days Past Due 3 — % 4 — % 30 0.01 %
3 — % 6 — % 30 0.01 %
Total Non-Accrual Loans 4 — % 257 0.06 % 233 0.09 %
Total consumer loans and
overdrafts $ 604,460 100.00 % $ 423,665 100.00 % $ 247,120  100.00 %
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Collateral -Dependent L.oans

Loans are considered collateral-dependent when the repayment of the loan is expected to be provided by the
sale or operation of the underlying collateral. The Company performs an individual evaluation as part of the process
of calculating the allowance for credit losses related to these loans. The following table presents the amortized cost
basis of collateral dependent loans related to borrowers experiencing financial difficulty by type of collateral as of
December 31, 2022:

Collateral Type
Commercial Real Residential Real Specific
(in thousands) Estate Estate Other Total Reserves
Real estate loans
Commerecial real estate
Nonowner occupied (1) $ 20,121 $ — 3 — $ 20,121 $ —
Owner occupied (2) 5,934 — — 5,934 —
26,055 — — 26,055 —
Commercial loans (3) 1,998 — 6,401 8,399 5,179
Total $ 28,053 § — 3 6,401 $ 34454 § 5179

(1) Weighted-average loan-to-value was approximately 92.7% at December 31, 2022.
(2) Weighted-average loan-to-value was approximately 62.7% at December 31, 2022.
(3) Includes loans with no specific reserves totaling $0.5 million with a weighted-average loan-to-value of approximately 42%.

Collateral dependent loans are evaluated on an individual basis for purposes for determining expected credit
losses. For collateral-dependent loans where the borrower is experiencing financial difficulty and the Company
expects repayment of the financial asset to be provided substantially through the operation or sale of the collateral,
the ACL is measured based on the difference between the fair value of the collateral and the amortized cost basis of
the loan as of the measurement date. When repayment is expected to be from the operation of the collateral,
expected credit losses are calculated as the amount by which the amortized cost basis of the loan exceeds the present
value of expected cash flows from the operation of the collateral. When repayment is expected to be from the sale of
the collateral, expected credit losses are calculated as the amount by which the amortized cost basis of the loan
exceeds the fair value of the underlying collateral less estimated costs to sell. The ACL may be zero if the fair value
of the collateral at the measurement date exceeds the amortized cost basis of the loan. In the year ended December
31, 2022, the weighted-average loan-to-values related to existing owner-occupied and commercial collateral-
dependent loans decreased approximately 16% and 22%, respectively, since December 31, 2021.
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6. Premises and Equipment, Net

Premises and equipment, net include the following:

Estimated
Useful
December 31, Lives
(in thousands) 2022 2021 (in years)
Land $ 6,307 $ 6,307 NA
Buildings and improvements 9,303 10,520 10-30
Furniture and equipment 21,499 25,825 3-10
Computer equipment and software 27,327 27,899 3
Leasehold improvements 23,587 21,740 3-30
Work in progress 6,644 4,718 NA
$ 94,667 $ 97,009
Less: Accumulated depreciation and amortization (52,895) (59,149)
$ 41,772 § 37,860

In October 2021, the Company committed to a plan for the sale and leaseback of its headquarters building in
Coral Gables, Florida. At the time, the Company estimated the fair value less the cost to sell the property exceeded
the carrying value, and therefore no adjustment was needed. In December 2021, the Company sold its headquarters
building for $135.0 million, with a carrying value of approximately $69.9 million at the time of sale, and realized a
pretax gain of $62.4 million, net of transactions costs. Following the sale of the Headquarters Building, the
Company leased-back the property for an eighteen-year term.

In 2020, the Company sold its operations center in the Beacon Industrial Park area of Doral, Florida (the
“Beacon Operations Center””) with a carrying value of approximately $13.7 million and realized a loss of
$1.7 million. Following the sale of the Beacon Operations Center, the Company leased-back the the property for a
two-year term.

Depreciation and amortization expense was approximately $5.9 million $7.3 million and $9.4 million in the
years ended December 31, 2022, 2021 and 2020, respectively. In 2022, 2021 and 2020 fully-depreciated equipment
with an original cost of approximately $12.2 million, $1.3 million and $5.1 million, respectively, were written-off
and charged against their respective accumulated depreciation. In 2021 and 2020, depreciation expense associated
with the Company’s previously owned headquarters building was $1.8 million and $2.1 million, respectively. No
depreciation expense related to the headquarters building was recorded in 2022 as this property was sold and leased-
back in 2021. Depreciation expense in 2022, 2021 and 2020 includes approximately $0.6 million, $0.5 million and
$1.3 million of accelerated depreciation of leasehold improvements resulting from branch closures.
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7. Time Deposits

Time deposits in denominations of $100,000 or more amounted to approximately $928 million and $840 million
at December 31, 2022 and 2021, respectively. Time deposits in denominations of more than $250,000 amounted to
approximately $486 million and $423 million at December 31, 2022 and 2021, respectively. The average interest
rate paid on time deposits was approximately 1.75% in 2022 and 1.55% in 2021. As of December 31, 2022 and 2021
brokered time deposits amounted to $609 million and $290 million, respectively. At December 31, 2022 and 2021
the maturity of time deposits were as follows:

(in thousands, except percentages) 2022 2021

Year of Maturity Amount % Amount %

2022 $ — — % $ 863,185 64.5 %
2023 1,461,456 84.5 % 367,526 27.5 %
2024 133,059 7.7 % 69,172 52 %
2025 75,984 4.4 % 20,595 1.5 %
2026 1,340 0.1 % 1,778 0.1 %
2027 and thereafter 56,416 33 % 15,584 1.2 %
Total $ 1,728,255 100.0 % $ 1,337,840 100.0 %

8. Advances From the Federal Home Loan Bank and Other Borrowings

At December 31, 2022 and 2021, the Company had outstanding advances from the FHLB and other borrowings
as follows:

Outstanding Balance at December 31,

Interest Interest

Year of Maturity Rate Rate Type 2022 2021

(in thousands)
2023 0.61% to 4.84% Fixed 304,821 104,317
2024 1.68% Fixed 100,000 —
2025 1.40% to 3.07% Fixed 451,665 175,260
2026 and after (1) 0.62% to 1.82% Fixed $ 50,000 § 530,000

$ 906486 $ 809,577

(1) There were no callable advances from the FHLB as of December 31, 2022. As of December 31, 2021, there were $530 million in callable
advances from the FHLB with fixed interest rates raging from 0.62% to 0.97%.

At December 31, 2022 and 2021, the Company held stock of the FHLB for approximately $42 million and $34
million, respectively. The terms of the Company’s advance agreement with the FHLB require the Company to
maintain certain investment securities and loans as collateral for these advances. At December 31, 2022 and 2021

the Company was in compliance with this requirement.

There were no other borrowings at December 31, 2022 and 2021.
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In the second half of 2022, the Company realized a net gain of $11.4 million on the early termination of
$175 million of advances from the FHLB. In addition, in the first half of 2022, the Company incurred a loss of
$0.7 million on the early repayment of $530 million in callable advances from the FHLB.

In May 2021, the Company restructured $285 million of its fixed-rate FHLB advances. This restructuring
consisted of changing the original maturity at lower interest rates. The new maturities of these FHLB advances
range from 2 to 4 years compared to original maturities ranging from 2 to 8 years. The Company incurred an early
termination and modification penalty of $6.6 million which was deferred and is being amortized over the term of the
new advances, as an adjustment to the yields. In 2022 and 2021, the Company recognized $1.9 million and
$1.2 million, respectively, included as part of interest expense, as a result of this amortization. As of December 31,
2022, there was $3.5 million of unamortized penalty fee remaining. The modifications were not considered a
substantial modification in accordance with GAAP.

In May 2021, the Company incurred a loss of $2.5 million on the early repayment of $235 million of FHLB
advances.

In early April 2020, the Company restructured $420.0 million of its fixed-rate FHLB advances maturing from
2021 to 2023 by extending their original maturities’s range from 2023 to 2029 at lower interest rates. The Company
incurred a loss of $17.0 million as a result of this restructuring which was blended into the new interest rates of these
advances affecting the yields through their remaining maturities. The modifications were not considered substantial
in accordance with GAAP.

Subsequent Events

In February 2023, the Company realized a gain of $7.3 million on the early termination of $305 million of
advances from the FHLB.

Senior Notes

On June 23, 2020, the Company completed a $60.0 million offering of senior notes with a coupon rate of 5.75%
and a maturity date of June 30, 2025 (the “Senior Notes”). The net proceeds, after direct issuance costs of
$1.6 million, totaled $58.4 million. As of December 31, 2022 and 2021, these Senior Notes amounted to
$59.2 million and $58.9 million, respectively, net of direct unamortized issuance costs of $0.8 million and
$1.1 million, respectively. The Senior Notes are presented net of direct issuance costs in the consolidated financial
statements. These costs have been deferred and are being amortized over the term of the Senior Notes of 5 years as
an adjustment to yield. These Senior Notes are unsecured and unsubordinated, rank equally with all of our existing
and future unsecured and unsubordinated indebtedness.
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Subordinated Notes

On March 9, 2022, the Company entered into a Subordinated Note Purchase Agreement (the “Purchase
Agreement”) with Amerant Florida (the “Guarantor”), and qualified institutional buyers pursuant to which the
Company sold and issued $30.0 million aggregate principal amount of its 4.25% Fixed-to-Floating Rate
Subordinated Notes due March 15, 2032 (the “Subordinated Notes”). Net proceeds were $29.1 million, after
estimated direct issuance costs of approximately $0.9 million. Unamortized direct issuance costs are deferred and
amortized over the term of the Subordinated Notes of 10 years. As of December 31, 2022, these Subordinated Notes
amounted to $29.3 million, net of direct unamortized issuance costs of $0.7 million.

The Subordinated Notes will initially bear interest at a fixed rate of 4.25% per annum, from and including
March 9, 2022, to but excluding March 15, 2027, with interest payable semi-annually in arrears. From and including
March 15, 2027, to but excluding the stated maturity date or early redemption date, the interest rate will reset
quarterly to an annual floating rate equal to the then-current benchmark rate, which will initially be the three-month
Secured Overnight Financing Rate (“SOFR”) plus 251 basis points, with interest during such period payable
quarterly in arrears. If the three-month SOFR cannot be determined during the applicable floating rate period, a
different index will be determined and used in accordance with the terms of the Subordinated Notes.

These Subordinated Notes are unsecured, subordinated obligations of the Company and rank junior in right of
payment to all of the Company’s current and future senior indebtedness. Prior to March 15, 2027, the Company may
redeem the Subordinated Notes, in whole but not in part, only under certain limited circumstances. On or after
March 15, 2027, the Company may, at its option, redeem the Subordinated Notes, in whole or in part, on any interest
payment date, subject to the receipt of any required regulatory approvals. The Subordinated Notes have been
structured to qualify as Tier 2 capital of the Company for regulatory capital purposes, and rank equally in right of
payment to all of our existing and future subordinated indebtedness.

The Subordinated Notes were offered and sold by the Company in a private placement offering in reliance on
exemptions from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”),
pursuant to Section 4(a)(2) of the Securities Act and Rule 506(b) of Regulation D under the Securities Act. In
connection with the sale and issuance of the Subordinated Notes, the Company entered into a registration rights
agreement, pursuant to which the Company agreed to take certain actions to provide for the exchange of the
Subordinated Notes for subordinated notes that are registered under the Securities Act and will have substantially the
same terms.

On June 21, 2022, the Company successfully completed the exchange of all of its outstanding Subordinated
Notes for an equal principal amount of its registered 4.25% Fixed-to-Floating Rate Subordinated Notes due 2032
(the “Registered Subordinated Notes”). The terms of the Registered Subordinated Notes are substantially identical to
the terms of the Subordinated Notes, except that the Registered Subordinated Notes are not subject to the transfer
restrictions, registration rights and additional interest provisions (under the circumstances described in the
registration rights agreement relating to our fulfillment of our registration obligations) applicable to the
Subordinated Notes.

On August 2, 2022, the Company completed an intercompany transaction of entities under common control,
pursuant to which the Guarantor, merged with and into the Company, with the Company as sole survivor . See Note
1- Business, Basis of Presentation and Summary of Significant Accounting Policies, for more details on the Amerant
Florida Merger.
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11. Junior Subordinated Debentures Held by Trust Subsidiaries

At December 31, 2022 and 2021, the Company owns all of the common capital securities issued by 5 statutory
trust subsidiaries (“the Trust Subsidiaries”), respectively. These Trust Subsidiaries were first formed by the
Company for the purpose of issuing trust preferred securities (“the Trust Preferred Securities”) and investing the
proceeds in junior subordinated debentures issued by the Company (the “Debentures”). The Debentures are
guaranteed by the Company. The Company records the common capital securities issued by the Trust Subsidiaries in
other assets in its consolidated balance sheets using the equity method. The Debentures issued to the Trust
Subsidiaries, less the common securities of the Trust Subsidiaries, qualify as Tier 1 regulatory capital.

The following table provides information on the outstanding Trust Preferred Securities issued by, and the
Debentures issued to, each of the Trust Subsidiaries as of December 31, 2022 and 2021:

December 31, 2022 December 31, 2021
Amount of Amount of
Trust Principal Trust Principal
Preferred Amount of  Preferred Amount of
Securities Debenture Securities Debenture Annual Rate of Trust
Issued by Issued to Issued by Issued to Year of Preferred Securities Year of
(in thousands) Trust Trust Trust Trust Issuance and Debentures Maturity
3-M LIBOR +
Commercebank Capital Trust VI 9,250 9,537 9,250 9,537 2002 3.35% 2033
3-M LIBOR +
Commercebank Capital Trust VII 8,000 8,248 8,000 8,248 2003 3.25% 2033
3-M LIBOR +
Commercebank Capital Trust VIII 5,000 5,155 5,000 5,155 2004 2.85% 2034
3-M LIBOR +
Commercebank Capital Trust [X 25,000 25,774 25,000 25,774 2006 1.75% 2038
3-M LIBOR +
Commercebank Capital Trust X 15,000 15,464 15,000 15,464 2006 1.78% 2036

$ 62,250 § 64,178 § 62,250 § 64,178

The Company and the Trust Subsidiaries have the option to defer payment of interest on the obligations for up
to 10 semi-annual periods. In 2022 and 2021, no payments of interest have been deferred on these obligations. The
Trust Preferred Securities are subject to mandatory redemption, in whole or in part, upon the maturity or early
redemption of the debentures. Early redemption premiums may be payable.

On January 30, 2020, the Company redeemed all $26.8 million of its outstanding 8.90% trust preferred capital
securities issued by Commercebank Capital Trust I (“‘Capital Trust I’) at a redemption price of 100%. The Company
simultaneously redeemed all junior subordinated debentures held by Capital Trust I as part of this redemption
transaction. This redemption reduced total cash and cash equivalents by $27.1 million, financial liabilities by
$28.1 million, other assets by $3.4 million, and other liabilities by $2.2 million during the three months ended March
31, 2020. In addition, the Company recorded a charge of $0.3 million during the same period for the unamortized
issuance costs. This redemption reduced the Company’s Tier 1 equity capital by a net amount of $24.7 million.
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LIBOR Cessation and Expected Replacement Rate

The Trust Preferred Securities and the Debentures issued by the Company include calculations that are based on
3-month LIBOR. On March 15, 2022, the Adjustable Interest Rate (LIBOR) Act (the ‘LIBOR Act”) was signed into
law. Under the LIBOR Act, on the first London banking day after June 30, 2023 (the “LIBOR Replacement Date”),
a benchmark replacement recommend by the Federal Reserve will replace LIBOR in certain contracts, including
those that contain no fallback provisions and other related aspects. The Federal Reserve issued its final regulations
under the LIBOR Act. The final regulations: (i) address the applicability of the LIBOR Act to various LIBOR
contracts, which include the Trust Preferred Securities and the Debentures, (ii) identify the benchmark replacements,
(ii1) include certain benchmark replacement conforming changes, (iv) address the issue of preemption and (v)
provide other clarifications, definitions and information.

Based on a review of the Trust Preferred Securities and the Debentures documents, these documents do not
provide a replacement rate for 3-month LIBOR or include other fallback provisions which would apply on the
LIBOR Replacement Date. Based on the U.K. Financial Conduct Authority’s current statements, it does not appear
that a synthetic LIBOR benchmark will be applicable to the Trust Preferred Securities and Debentures. Accordingly,
absent an amendment to the Trust Preferred Securities and Debenture documents, some other change in applicable
law, rule, regulation, or some other development, on and after the LIBOR Replacement Date, 3-month CME term
SOFR or 6-month CME Term SOFR (as defined in the regulations) as adjusted by the relevant spread adjustment of
0.26161%, shall be the benchmark replacement for 3-month LIBOR in the Trust Preferred Securities and Debentures
documents, and all applicable benchmark replacement conforming changes as specified in the regulations will
become an integral part of the Trust Preferred Securities and Debenture documents, without any action by any party.
The Company will not seek to amend the Trust Preferred Securities and Debentures documents to reflect any other
LIBOR benchmark replacement.
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Derivative Instruments

From time to time, the Company enters into derivative financial instruments as part of its interest rate
management activities and to facilitate customer transactions. Those instruments may or may not be designated and
qualify as part of a hedging relationship. The customer derivatives we use for the Company’s account are generally
matched against derivatives from third parties, but are not designated as hedging instruments.

At December 31, 2022 and 2021 the fair value of the Company’s derivative instruments was as follows:

December 31, 2022 December 31, 2021
Other Other Other Other
(in thousands) Assets Liabilities Assets Liabilities
Interest rate swaps designated as cash flow hedges $ 167 $ 45 § — $ o615
Interest rate swaps not designated as hedging instruments:
Customers 603 66,439 18,858 1,923
Third party broker 66,439 603 1,923 18,858

67,042 67,042 20,781 20,781

Interest rate caps not designated as hedging instruments:

Customers — 10,002 — 764
Third party broker 10,207 — 477 —
10,207 10,002 477 764

Mortgage derivatives not designated as hedging instruments:
Interest rate lock commitments 727 — 581 —
Forward contracts 107 71 31 38
834 71 612 38

$ 78,250 § 77,160 $21,870 $22,198

Derivatives Designated as Hedging Instruments

The Company enters into interest rate swap contracts which the Company designates and qualify as cash flow
hedges. These interest rate swaps are designed as cash flow hedges to manage the exposure that arises from
differences in the amount of the Company’s known or expected cash receipts and the known or expected cash
payments on designated debt instruments. These interest rate swap contracts involve the Company’s payment of
fixed-rate amounts in exchange for the Company receiving variable-rate payments over the life of the contracts
without exchange of the underlying notional amount.

F-64



Amerant Bancorp Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2022, 2021 and 2020

At December 31, 2022 and 2021, the Company had five interest rate swap contracts with notional amounts
totaling $64.2 million, maturing in the third and fourth quarters of 2025 as of December 31, 2022 (maturing in the
second half of 2022 as of December 31, 2021). In 2022, the Company had five interest rate swap contracts which
matured. After these contracts matured, five new interest rate swap contracts were entered into in 2022. These
contracts were designated as cash flow hedges to manage the exposure of variable rate interest payments on all of
the Company’s outstanding variable-rate junior subordinated debentures with principal amounts at December 31,
2022 and 2021 totaling $64.2 million. The Company expects these interest rate swaps to be highly effective in
offsetting the effects of changes in interest rates on cash flows associated with the Company’s variable-rate junior
subordinated debentures. In 2022 and 2021, the Company recognized unrealized losses of $0.4 million and
$0.9 million, respectively, in connection with these interest rate swap contracts, which were included as part of
interest expense on junior subordinated debentures in the Company’s consolidated statement of operations and
comprehensive (loss) income. As of December 31, 2022, the estimated net unrealized losses in accumulated other
comprehensive expected to be reclassified into expense in the next twelve months amounted to $0.5 million

In 2019, the Company terminated 16 interest rate swaps that had been designated as cash flow hedges of
variable rate interest payments on the outstanding and expected rollover of variable-rate advances from the FHLB.
The Company is recognizing the contracts’ cumulative net unrealized gains of $8.9 million in earnings over the
remaining original life of the terminated interest rate swaps ranging between one month and seven years. The
Company recognized approximately $1.4 million as a reduction of interest expense on FHLB advances in each of
2022 and 2021 as a result of this amortization. As of December 31, 2022, the remaining cumulative net unrealized
gains related to these interest rate swaps was $3.5 million.

Derivatives Not Designated as Hedging Instruments

Interest Rate Swaps

At December 31, 2022 and 2021, the Company had 143 and 109 interest rate swap contracts with customers,
respectively, with a total notional amount of $925.4 million and $595.4 million, respectively. These instruments
involve the Company’s payment of variable-rate amounts to customers in exchange for the Company receiving
fixed-rate payments from customers over the life of the contracts without exchange of the underlying notional
amount. In addition, at December 31, 2022 and 2021, the Company had interest rate swap mirror contracts with third
party brokers with similar terms. These instruments have maturities ranging from less than 1 to 14 years in 2022 (2
to 13 years in 2021).

The Company enters into swap participation agreements with other financial institutions to manage the credit
risk exposure on certain interest rate swaps with customers. Under these agreements, the Company, as the
beneficiary or guarantor, will receive or make payments from/to the counterparty if the borrower defaults on the
related interest rate swap contract. As of December 31, 2022 and 2021, we had four and two swap participation
agreements with an aggregate notional amount of approximately $74.0 million and $32.0 million. The notional
amount of these agreements is based on the Company’s pro-rata share of the related interest rate swap contracts. As
of December 31, 2022 and 2021, the fair value of swap participation agreements was not significant.

Interest Rate Caps

At December 31, 2022 and 2021, the Company had 19 interest rate cap contracts with customers with a total
notional amounts of $448.8 million and $432.0 million, respectively. These instruments involve the Company
making payments if an interest rate exceeds the agreed strike price. In addition, at December 31, 2022 and 2021, the
Company had 16 and 9 interest rate cap mirror contracts with a third party broker with total notional amounts of
$371.9 million and $190.7 million, respectively. These instruments have maturities ranging from less than 1 to 12
years in 2022 (less than 1 to 5 years in 2021).
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In April 2022, the Company entered into 4 interest rate cap contracts with various third-party brokers with total
notional amounts of $140.0 million at December 31, 2022. These interest rate caps serve to partially offset changes
in the estimated fair value of interest rate cap contracts with customers at December 31, 2022.

Mortgage Derivatives

The Company enters into interest rate lock commitments and forward sale contracts to manage the risk
exposure in the mortgage banking area. At December 31, 2022 and 2021, the Company had interest rate lock
commitments with notional amounts of $77.0 million and $17.9 million, respectively, and forward contracts with
notional amounts of $17.0 million and $16.5 million, respectively. Interest rate lock commitments guarantee the
funding of residential mortgage loans originated for sale, at specified interest rates and times in the future. Forward
sale contracts consist of commitments to deliver mortgage loans, originated and/or purchased, in the secondary
market at a future date. In 2022 and 2021, the change in the fair value of these instruments was $0.2 million and
$0.6 million. These amounts were recorded as part of other noninterest income in the consolidated statements of
operations and comprehensive (loss) income.

Credit Risk-Related Contingent Features

Some agreements may require the posting of pledged securities when the valuation of the interest rate swap
falls below a certain amount.

At December 31, 2022 and 2021 there were $0.5 million and $2.0 million, respectively, in debt securities held for
sale pledged as collateral to secure interest rate swaps designated as cash flow hedges, with a fair value of $45
thousand and $0.6 million, respectively. Additionally, the Company had cash held as collateral of $41.6 million for
derivatives margin calls. See Note 2 “Interest Earning Deposits with Banks” for additional information about cash
held as collateral. In addition, at December 31, 2021, there were $23.4 million in debt securities available for sale
pledged as collateral to secure interest rate swaps with third-party brokers not designated as hedging instruments,
with a fair value of $18.9 million. As of December 31, 2022, there were no collateral requirements related to interest
rate swaps with third-party brokers not designated as hedging instruments.
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13. Leases

The Company leases certain premises and equipment under operating leases. The operating leases have
remaining lease terms ranging from less than one year to 43 years, some of which have renewal options reasonably
certain to be exercised and, therefore, have been reflected in the total lease term and used for the calculation of
minimum payments required.

Certain operating leases contain variable lease payments which include mostly common area maintenance and
taxes, included in occupancy and equipment on the consolidated statements of income. The Company had
$1.7 million and $1.4 million in variable lease payments during the years ended December 31, 2022 and 2021,
respectively.

The following table presents lease costs for the year ended December 31, 2022:

(in thousands) December 31,2022 December 31, 2021
Lease cost
Operating lease cost $ 17,568 $ 8,497
Short-term lease cost 62 176
Variable lease cost 1,746 1,371
Sublease income (3,312) (105)
Total lease cost $ 16,064 $ 9,939

As of December 31, 2022 and 2021, the Company had a right-of-use asset of $140.0 million and $141.1 million
and total operating lease liability of $145.3 million and $143.0 million, respectively. As of December 31, 2022 and
2021, the Company had a short-term lease liability of $5.2 million and $6.4 million, respectively, included as part of
other liabilities in the consolidated balance sheet.

The following table provides supplemental information to leases as of and for the years ended December 31,
2022 and 2021:

December 31, 2022 December 31, 2021

(in thousands, except weighted average data)

Cash paid for amounts included in the measurement of operating lease

liabilities $ 14,492 $ 8,202
Weighted average remaining lease term for operating leases 18.1 years 19.2 years
Weighted average discount rate for operating leases 5.94 % 5.94 %
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The following table presents a maturity analysis and reconciliation of the undiscounted cash flows to the total
operating lease liabilities as of December 31, 2022:

(in thousands)
Twelve Months Ended December 31,

2023 $ 13,046
2024 13,120
2025 13,076
2026 13,278
Thereafter 195,211

Total minimum payments required 247,731
Less: implied interest (102,427)
Total lease obligations $ 145,304

Actual rental expenses may include deferred rents that are recognized as rent expense on a straight line basis.
Rent expense under these leases was approximately $16.1 million, $9.9 million and $7.5 million for the years ended
December 31, 2022, 2021 and 2020, respectively.

Beginning in 2022, rental income associated with the subleasing of portions of the Company’s headquarters
building is presented as a reduction to rent expense under lease agreements under occupancy and equipment cost
(included as part of other noninterest income in 2021 and 2020 in connection with the previously-owned
headquarters building). Rental income from subleases was $3.3 million, $2.9 million and $3.0 million in the years
ended December 31, 2022, 2021 and 2020, respectively. In 2022, rental income includes $2.9 million related to the
subleasing of portions of the Company’s headquarters building and $0.4 million associated with the sublease of NY
office space ($2.9 million and $3.0 million in 2021 and 2020, respectively, related to the subleasing of portions of
the Company’s headquarters building). In 2021, rent expense includes an additional expense of $0.5 million related
to the closing of one branch in the fourth quarter. In 2020, rent expense included an additional expense of
$1.1 million for the remaining lease obligation in connection with the closure of two of our branches.

In the years ended December 31, 2022 and 2021, the Company recorded $1.6 million and $0.8 million,
respectively, of right of use (“ROU”) asset impairment charges associated with the closure of a branch in Pembroke
Pines, Florida in 2022, and in connection with the closure of the NYC loan production office in 2021. These
impairments were recorded as occupancy and equipment expense on the consolidated statements of comprehensive
(loss) income.

The Company provides equipment financing under direct or sale type finance leases. As of December 31, 2022,
there were $13.6 million in direct or sale type finance leases included as part of loans held for investment, gross in
the Company’s consolidated balance sheet, and included as part of commercial loans in our loan portfolio held for
investment.
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14. Incentive Compensation and Benefit Plans
a) Stock-based Incentive Compensation Plan

The Company has reserved up to 3,333,333 shares of Class A common stock for issuance pursuant to the grant
of options, rights, appreciation rights, restricted stock, restricted stock units and other awards under the Amerant
Bancorp Inc. 2018 Equity and Incentive Compensation Plan (the “2018 Equity Plan”™).

On February 11, 2021, the Company adopted a new form of performance based restricted stock unit agreement
(“PSU Agreement”), and a new form of restricted stock unit agreement (the “RSU Agreement”) that is used in
connection with a Long-Term Incentive Plan (the “LTI Plan”), a sub-plan under the 2018 Equity Plan.

Restricted Stock Awards

The following table shows the activity of restricted stock awards in 2022:

Weighted-average

Number of grant date fair
restricted shares value
Non-vested shares, beginning of year 229,779 '$ 18.61
Granted 175,601 31.83
Vested (70,631) 18.01
Forfeited (39,673) 24.46
Non-vested shares, end of year 295,076 $ 25.83

In 2022, the Company granted 175,601 shares of restricted Class A common stock to various executive officers
and certain employees, under the LTI plan. These shares of restricted stock will vest in three substantially equal
amounts on the first, second and third anniversaries of the date of grant. The average fair value of the restricted stock
grant was based on the market price of the shares of the Company’s Class A common stock at the grant date which
was $31.83 per share

In 2021, the Company granted 252,503 shares of restricted Class A common stock to certain employees, under
the LTI plan, including: (i) 203,692 shares that will vest in three substantially equal amounts on the first, second and
third anniversaries of the date of grant, and (ii) 48,811 shares out of which 50% will vest in two substantially equal
amounts on each of the first two anniversaries of the date of grant, and the remaining 50% will vest on the third
anniversary of the date of grant. The average fair value of the restricted stock granted was based on the market price
of the shares of the Company’s Class A common stock at the grant date which was $18.45 per share.

In 2020, the Company granted 6,591 shares of restricted Class A common stock to one employee, under the
2018 Equity Plan. These shares of restricted stock will vest in three substantially equal amounts on the first, second
and third anniversaries of the date of grant. The fair value of the restricted stock granted was based on the market
price of the shares of the Company’s Class A common stock at the grant date which was $15.17 per share.
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In 2022, 2021 and 2020, the Company recorded $3.7 million , $2.8 million and $1.9 million of compensation
expense, respectively, related to restricted stock awards. The total unearned deferred compensation expense of $3.6
million for all unvested restricted stock outstanding at December 31, 2022 will be recognized over a weighted
average period of 1.5 years.

Restricted Stock Units (“RSUs”) and Performance Stock Units (“PSUs™)

The following table shows the activity of RSUs and PSUs in 2022:

Stock-settled RSUs Cash-settled RSUs Total RSUs Stock-settled PSUs
Weighted- Weighted- Weighted- Weighted-
average average average average

Number grantdate Number grantdate Number grantdate Number grant date
of RSUs fair value of RSUs fair value of RSUs fair value of PSUs fair value

Nonvested,

beginning of

year 121,739 § 17.21 6,573 § 2282 128,312 § 17.62 110,784 §  13.57
Granted 51,839 31.82 — — 51,839 31.82 26,415 33.63
Vested (47,883) 18.06 (6,573) 22.82 (54,456) 18.63 — —
Forfeited (1,725) 28.98 — — (1,725) 28.98 — —
Non-vested,

end of year 123,970 $§  22.83 — — 123,970 $§ 2295 137,199 § 1743

On February 16, 2022, the Company granted an aggregate of 29,414 RSUs, including: (i) 26,414 RSUs granted
to various executive officers under the LTI Plan, and (ii) 3,000 RSUs granted to one executive officer as a one-time
recognition award, under the 2018 Equity Plan. The fair value of the RSUs granted was based on the market price of
the shares of the Company’s Class A common stock at the grant date which was $33.98 per RSU. These RSUs will
vest in three equal installments on each of the first three anniversaries of the grant date.

On February 16, 2022, the Company granted a target of 26,415 PSUs to various executive officers under the
LTI Plan. These PSUs generally vest at the end of a three-year performance period, but only result in the issuance of
shares of Class A common stock if the Company achieves a performance target. The Company used an option
pricing model to estimate fair value of the PSUs granted which was $33.63 per PSU.

On June 8, 2022, the Company granted 5,175 stock-settled RSUs to one executive officer. The fair value of the
RSUs granted was based on the market price of the shares of the Company’s Class A common stock at the grant date
which was $28.98 per RSU. These RSUs will vest in three equal installments on each of the first three anniversaries
of the grant date.

On June 8, 2022, the Company granted 17,250 stock-settled RSUs to its independent directors. The fair value
of the RSUs granted was based on the market price of the shares of the Company’s Class A common stock at the
grant date which was $28.98 per RSU. These RSUs will vest within one year.
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On February 16, 2021, in connection with the LTI Plan, the Company entered into five separate PSU
Agreements with five executives which granted awards consisting of the opportunity to earn, in the aggregate, a
target of 58,136 performance based restricted stock units, or PSUs. These PSUs generally vest at the end of a three-
year performance period, but only results in the issuance of shares of Class A common stock if the Company
achieves a performance target. The actual number of PSUSs, if earned, could range from 50% to 150% of the target
PSUs. The fair value of the PSUs granted was $16.67 per PSU based on the results of a Monte Carlo simulation to
estimate the fair value of the PSUs as of the grant date.

On February 16, 2021, in connection with the LTI Plan, the Company entered into five separate RSU
Agreements with five executives which granted, in the aggregate, 58,136 RSUs that will vest in three equal
installments on each of the first three anniversaries of the grant date. The fair value of the RSUs granted was based
on the market price of the shares of the Company’s Class A common stock at the grant date which was $16.65 per
RSU.

On February 16, 2021, in connection with a sign-on grant, the Company entered into a PSU Agreement with
one executive which granted an award consisting of the opportunity to earn a target of 62,377 PSUs. These PSUs
generally vest at the end of a three-year performance period, but only results in the issuance of shares of Class A
common stock if the Company achieves a performance target. The actual number of PSUs, if earned, could range
from 50% to 100% of the target PSUs. The fair value of the PSUs granted was $11.15 per PSU based on the results
of'a Monte Carlo simulation to estimate the fair value of the PSUs as of the grant date.

On February 16, 2021, in connection with a sign-on grant, the Company entered into a RSU Agreement with
one executive which granted 62,377 RSUs that will vest in three equal installments on each of the first three
anniversaries of the grant date. The fair value of the RSUs granted was based on the market price of the shares of the
Company’s Class A common stock at the grant date which was $16.65 per RSU.

In 2021, the Company granted 19,719 RSUs to its independent directors under the 2018 Equity Plan, including
13,146 stock-settled RSUs and 6,573 cash-settled RSUs. The fair value of the RSUs granted was based on the
market price of the shares of the Company’s Class A common stock at the grant date which was $22.82 per RSU.
These RSUs will vest on the first anniversary of the date of grant.

In 2020, the Company granted 33,453 RSUs to its non-employee directors, under the 2018 Equity Plan. Of the
33,453 RSUs, 22,302 RSUs are settled in shares of Class A common stock while the remaining 11,151 are settled in
cash, both upon vesting. These RSUs vested on the first anniversary of the date of grant.

In 2022, 2021 and 2020, the Company recorded compensation expense related to RSUs and PSUs of
$2.1 million, $2.6 million and $0.5 million, respectively. The total unearned compensation of $2.2 million for all
unvested stock-settled RSUs and PSUs at December 31, 2022 will be recognized over a weighted average period of
1.5 years.
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b) Employee Stock Purchase Plan

The Company offers an ESPP. The ESPP became effective on February 14, 2022, subject to obtaining
shareholder approval. On June 8, 2022, the shareholders of the Company approved the ESPP. An aggregate of one
million (1,000,000) shares of the Company’s Class A Common Stock (“Common Stock”) have been reserved for
issuance under the ESPP. The purpose of the ESPP is to provide eligible employees of the Company and its
designated subsidiaries with the opportunity to acquire a stock ownership interest in the Company on favorable
terms and to pay for such acquisitions through payroll deductions. The number of shares of Class A common stock
issued in 2022 under the ESPP was 35,337. In 2022, the Company recognized compensation expense of $0.3 million
in connection with the ESPP.

¢) Employee Benefit Plan

The Amerant Bank, N.A. Retirement Benefits Plan (the “401(k) Plan”) is a 401(k) benefit plan covering
substantially all employees of the Company.

The Company matches 100% of each participant’s contribution up to a maximum of 5% of their annual salary.
Contributions by the Company to the Plan are based upon a fixed percentage of participants’ salaries as defined by
the Plan. The Plan enables Highly Compensated employees to contribute up to the maximum allowed without
further restrictions. All contributions made by the Company to the participants’ accounts are vested immediately. In
addition, employees with at least three months of service and who have reached a certain age may contribute a
percentage of their salaries to the Plan as elected by each participant. The Company contributed to the Plan
approximately $3.3 million and $3.2 million in 2022 and 2021 respectively, in matching contributions.

The Company maintains the Amerant Bank, N.A. Executive Deferred Compensation Plan as a non-qualified
plan for eligible highly compensated employees (the “Deferred Compensation Plan™). The Deferred Compensation
Plan permits deferrals of compensation above the amounts that can be contributed for retirement under the 401 (k)
Plan. Under the Deferred Compensation Plan, eligible employees may elect to defer all or a portion of their annual
salary and cash incentive awards. Effective January 1, 2022, there were no matching contributions from the
Company under the Deferred Compensation Plan. Prior to 2022, eligible employees were allowed to receive
matching contributions up to 5% of their annual salary if the maximum amount allowed in the 401k had been
reached. All deferrals, employer contributions, earnings, and gains on each participant’s account in the Deferred
Compensation Plan are vested immediately.

d) Subsequent Events

On February 16, 2023, the Company granted an aggregate of 112,297 RSUs and a target of 38,049 PSUs to
various executive officers and other employees under the LTI Plan.
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15. Income Taxes

The components of the income tax expense (benefit) for the years ended December 31, 2022, 2021 and 2020 are
as follows:

(in thousands) 2022 2021 2020
Current tax expense:
Federal § 15609 $§ 23225 § 7,401
State 1,116 4,681 2,163
Deferred tax expense (benefit) (104) 5,803 (12,176)
Total income tax expense (benefit) $ 16,621 $§ 33,709 $ (2,612)

The following table shows a reconciliation of the income tax expense (benefit) at the statutory federal income
tax rate to the Company’s effective income tax rate for the three years ended December 31, 2022:

2022 2021 2020
(in thousands, except percentages) Amount % Amount % Amount %
Tax expense (benefit) calculated at the
statutory federal income tax rate $ 16,503 21.00 % $ 30,244 21.00 % $ (910) 21.00 %
Increases (decreases) resulting from:
Non-taxable interest income (342) (0.44)% (350) 0.24)% (634) 14.62 %
Non-taxable BOLI income (1,135)  (1.44)% (1,146)  (0.80)%  (1,196) 27.59 %
Stock-based compensation (251) (0.32)% (856) (0.59)% 55 1.27%
State and city income taxes, net of
federal income tax benefit 882 1.12 % 3,697 2.57 % 1,709  (39.43)%
Rate differential on deferred items (245) (0.31)% 769 0.53 %  (1,907) 44.00 %
Noncontrolling interest 283 0.36 % 548 0.38 % — — %
Disallowed interest expense allocable to
tax exempt securities and other expenses 891 1.13 % 421 0.29 % 396 (9.14)%
Other, net 35 0.05 % 382 0.27 % (15) 036 %
Total income tax expense (benefit) $16,621 21.15% $ 33,709 2341 % $§ (2,612) 60.27 %
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The composition of the net deferred tax asset is as follows:

December 31,

(in thousands) 2022 2021
Tax effect of temporary differences
Lease liability 37345 $ 34,935
Net unrealized losses/(gains) in other comprehensive (loss) income 27,663 (4,833)
Allowance for credit losses 19,811 15,669
Deferred compensation 5,090 4,258
Stock-based compensation expense 1,333 865
Dividend income (645) 408
Depreciation and amortization (2,869) (2,892)
Goodwill amortization (4,949) (4,707)
Right-of-use asset (35,979) (34,491)
Other 1,903 2,089

Net deferred tax assets $ 48,703 $ 11,301

The Company evaluates the deferred tax asset for recoverability using a consistent approach which considers
the relative impact of negative and positive evidence, including its own historical financial performance and that of
its operating subsidiaries and projections of future taxable income. This evaluation involves significant judgment by
management about assumptions that are subject to change from period to period. Management believes that the
weight of all the positive evidence currently available exceeds the negative evidence in support of the realization of
the future tax benefits associated with the federal net deferred tax asset. As a result, management has concluded that
the federal net deferred tax asset in its entirety will more likely than not be realized. Therefore, a valuation
allowance is not considered necessary. If future results differ significantly from the Company’s current projections,
a valuation allowance against the net deferred tax asset may be required.

At December 31, 2022 and 2021, the Company had accumulated net operating losses (“NOLs”) in the State of
Florida of approximately $161.0 million and $166.5 million, respectively. These NOLs are carried forward for a
maximum of 20 years or indefinitely, depending on the year generated, based on applicable Florida law. The
deferred tax asset related to these NOLs at December 31, 2022 and 2021 is approximately $7.0 million and $7.2
million, respectively. A valuation allowance has been recorded against the state deferred tax asset as management
believes it is more likely than not that the tax benefit will not be realized.

At December 31, 2022 and 2021, the Company had no unrecognized tax benefits or associated interest or
penalties that needed to be accrued.
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16. Accumulated Other Comprehensive Income (“AOCL/AOCI”):

The components of AOCL/AOCI are summarized as follows using applicable blended average federal and state
tax rates for each period:

December 31, 2022 December 31, 2021
Before Tax Tax Net of Tax Before Tax Tax Net of Tax
(in thousands) Amount Effect Amount Amount Effect Amount

Net unrealized holding (losses)
gains on debt securities available
for sale $(111,957) $ 28,605 § (83,352) $ 15,775 § (3,788) $ 11,987

Net unrealized holding gains on
interest rate swaps designated as

cash flow hedges 3,659 (942) $ 2,717 4275 (1,045) 3,230
Total (AOCL) AOCI $(108,298) $ 27,663 $ (80,635) $ 20,050 $ (4,833) 15,217

The components of other comprehensive (loss) income for the three-year period ended December 31, 2022 is
summarized as follows:

December 31, 2022
Before Tax Tax Net of Tax
(in thousands) Amount Effect Amount
Net unrealized holding losses on debt securities
available for sale:
Change in fair value arising during the period $ (130,165) $ 33,014 $ (97,151)
Reclassification adjustment for net losses included
in net income 2,433 (621) 1,812
(127,732) 32,393 (95,339)
Net unrealized holding losses on interest rate swaps
designated as cash flow hedges:
Change in fair value arising during the period 369 (149) 220
Reclassification adjustment for net interest income
included in net income (985) 252 (733)
(616) 103 (513)
Total other comprehensive loss $ (128,348) $ 32,496 $ (95,852)
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December 31, 2021
Before Tax Tax Net of Tax
(in thousands) Amount Effect Amount
Net unrealized holding losses on debt securities
available for sale:
Change in fair value arising during the period $ (17,264) $ 4304 $ (12,960)
Reclassification adjustment for net gains included
in net income (4,266) 1,028 (3,238)
(21,530) 5,332 (16,198)
Net unrealized holding losses on interest rate swaps
designated as cash flow hedges:
Change in fair value arising during the period 178 (41) 137
Reclassification adjustment for net interest income
included in net income (508) 122 (386)
(330) 81 (249)
Total other comprehensive loss $ (21,860) $ 5413 § (16,447)
December 31, 2020
Before Tax Tax Net of Tax
(in thousands) Amount Effect Amount
Net unrealized holding gains on debt securities available
for sale:
Change in fair value arising during the period $ 52,866 $ (12,925) 3 39,941
Reclassification adjustment for net gains included in
net income (25,124) 6,143 (18,981)
27,742 (6,782) 20,960
Net unrealized holding losses on interest rate swaps
designated as cash flow hedges:
Change in fair value arising during the period (2,289) 559 (1,730)
Reclassification adjustment for net interest income
included in net income (1,059) 259 (800)
(3,348) 818 (2,530)
Total other comprehensive income $ 24394 § (5,964) $ 18,430
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17. Related Party Transactions

The Company’s related parties include directors, executive officers, holders of 5% or more of the Company’s
common stock, or any member of the immediate family of these persons. Transactions with related parties were
entered into pursuant to the Company’s policies and procedures and applicable law, including Federal Reserve
Regulation W, on substantially the same terms and conditions as transactions with unaffiliated third parties.

In addition to loans to related parties and associated interest income, which are described further below,
consolidated balance sheets and the consolidated statements of operations include the following amounts with
related parties:

December 31,

(in thousands) 2022 2021

Liabilities

Demand deposits, noninterest bearing $ 1,733  $ 10,613

Demand deposits, interest bearing 9,376 5,090

Savings and money market 1,703 1,674

Time deposits and accounts payable 4,652 2,740
Total due to related parties $ 17,464 $ 20,117

Years Ended December 31,

(in thousands) 2022 2021 2020

Expenses

Interest expense $ 46 3 13 8 36

Fees and other expenses 58 53 26

$ (104) $ (66) $ (62)
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Securities transactions

In connection with the tender offer completed in December 2020, the Company paid an aggregate cash amount
of approximately $1.1 million for the shares of Class B common stock tendered by and purchased from certain
related parties. See Note 18 Stockholder’s Equity for additional detail.

Loan transactions

The Company originates loans in the normal course of business to certain related parties. At December 31, 2022
and 2021, these loans amounted to $5.9 million and $5.7 million, respectively. These loans are generally made to
persons who participate or have authority to participate (other than in the capacity of a director) in major
policymaking functions of the Company or its affiliates, such as principal owners and management of the Company
and their immediate families. Interest income on these loans was approximately $0.2 million in each of the years
ended December 31, 2022 and 2021.

There were no sales of participations to affiliates in 2022, 2021 and 2020. There were no participations
purchased from affiliates in 2022, 2021 and 2020.

Other assets and liabilities

In connection with litigation between the Bank, Amerant Trust and Kunde Management, LLC (”Kunde”), the
parties entered into a confidential settlement agreement and the court entered an agreed order of dismissal with
prejudice on July 6, 2020. The Company incurred approximately $1.1 million in legal fees through June 30, 2020
litigating this case. In connection with this litigation and settlement, certain related parties agreed to reimburse
Amerant Trust, a maximum of $1.0 million of all legal fees and costs related to and arising from the litigation. As of
December 31, 2020, the Company expected to be reimbursed up to $750,000 of these legal fees. In 2021, the
Company was reimbursed $875,000 in connection with this event. The terms of the settlement agreement did not
have a material impact on the Company's consolidated financial condition or operating results.

The Company had approximately $1.3 million and $1.2 million, respectively, due to its Trust Subsidiaries as of
December 31, 2022 and 2021. This amount is included in accounts payable in the precedent table.
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18. Stockholders’ Equity
(a) Amended and Restated Articles of Incorporation

Clean-Up Merger

In November 2021, the Company’s shareholders approved a clean-up merger, previously announced by the
Company in September 2021, pursuant to which a subsidiary of the Company merged with and into the Company
(the “Clean-up Merger”). Under the terms of the Clean-up Merger, each outstanding share of Class B common stock
was converted to 0.95 of a share of Class A common stock without any action on the part of the holders of Class B
common stock; however, any shareholder, together with its affiliates, who owned more than 8.9% of the outstanding
shares of Class A common stock as a result of the Clean-up Merger, such holder’s shares of Class A common stock
or Class B common stock, as the case may have been, were converted into shares of a new class of Non-Voting
Class A common stock, solely with respect to holdings that were in excess of the 8.9% limitation. The terms of the
Clean-up Merger included the creation of a new class of Non-Voting Class A common stock. Following the Clean-
up Merger, no shares of Class B common stock are authorized or outstanding, and November 17, 2021 was the
last day they traded on the Nasdaq Global Select Market. In addition, all shareholders who held fractional shares as a
result of the Clean-up Merger received a cash payment in lieu of such fractional shares. Following the Clean-up
Merger, any holder who beneficially owned fewer than 100 shares of Class A common stock received cash in lieu of
Class A common stock.

On November, 17, 2021, the Company filed amended and restated articles of incorporation with the Secretary of
State of Florida. Pursuant to the amended and restated articles, the total number of authorized shares of stock of all
classes is 300,000,000, consisting of the following classes:

Number of Par Value
Class Shares per Share
Common Stock:
Class A - voting common stock 225,000,000 $ 0.10
Class A - non-voting common stock 25,000,000 0.10
250,000,000
Preferred Stock 50,000,000 0.10

300,000,000

Common Stock

The Class A voting common stock and the Class A non-voting common stock are identical in all respects
except that the Class A non-voting common stock are not be entitled to vote on any matter (unless such a
vote is required by applicable laws or Nasdaq regulations in a particular case).

Preferred Stock

The Board of Directors is authorized to provide for and designate, out of the authorized but unissued shares of
Preferred Stock, one or more series of Preferred Stock and, with respect to each such series, to fix the number of
shares, the price, dividend rates, rights, preferences, privileges and restrictions, including voting rights, of one or
more series of preferred stock from time to time, without any vote or further action by the shareholders. There are
currently no outstanding shares of preferred stock.
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Dividends

Dividends shall be payable only when, as and if declared by the Board of Directors from lawful available funds,
and may be paid in cash, property, or shares of any class or series or other securities or evidences of indebtedness of
the Company or any other issuer, as may be determined by resolution or resolutions of the Board of Directors.

b) Common Stock

Shares of the Company’s Class A common stock issued and outstanding as of December 31, 2022 and
December 31, 2021 were 33,815,161 and 35,883,320, respectively.

On December 19, 2022, the Company announced that the Board of Directors authorized a new repurchase
program pursuant to which the Company may purchase, from time to time, up to an aggregate amount of $25 million
of its shares of Class A common stock (the “2023 Class A Common Stock Repurchase Program”). The 2023 Class A
Common Stock Repurchase Program is effective from January 1, 2023 until December 31, 2023.

On January 31, 2022, the Company announced that the Board of Directors authorized a new repurchase
program pursuant to which the Company may purchase, from time to time, up to an aggregate amount of $50 million
of its shares of Class A common stock. Under the New Class A Common Stock Repurchase Program, the Company
was able to repurchase shares of Class A common stock through open market purchases, by block purchase, in
privately negotiated transactions or otherwise in compliance with Rule 10b-18 under the Exchange Act. The extent
to which the Company was able to repurchase its shares of Class A common stock and the timing of such purchases
depended upon market conditions, regulatory requirements, other corporate liquidity requirements and priorities and
other factors as may have been considered in the Company’s sole discretion. Repurchases may also have been made
pursuant to a trading plan under Rule 10b5-1 under the Exchange Act, which would permit shares to be repurchased
when the Company might otherwise be precluded from doing so because of self-imposed trading blackout periods or
other regulatory restrictions. The New Class A Common Stock Repurchase Program did not obligate the Company
to repurchase any particular amount of shares of Class A common stock, and may have been suspended or
discontinued at any time without notice. In 2022, the Company repurchased an aggregate of 1,602,887 shares of
Class A common stock at a weighted average price of $31.14 per share, under the New Common Stock Repurchase
Program. The aggregate purchase price for these transactions was approximately $49.9 million, including transaction
costs. On May 19, 2022, the Company announced the completion of the New Common Stock Repurchase Program.

In November 2021, the Company repurchased 281,725 shares of Class A Common Stock that were cashed out

in accordance with the terms of the Clean-Up Merger. These shares were repurchased at a price per share of $30.10
and an aggregate purchase price of approximately $8.5 million.
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In September 2021, the Company’s Board of Directors authorized a stock repurchase program which provided
for the potential to repurchase up to $50 million of shares of the Company’s Class A common stock. Under the
Class A Common Stock Repurchase Program, the Company was able to repurchase shares of Class A common stock
through open market purchases, by block purchase, in privately negotiated transactions or otherwise in compliance
with Rule 10b-18 under the Exchange Act. The extent to which the Company was able to repurchase its shares of
Class A common stock and the timing of such purchases depended upon market conditions, regulatory requirements,
other corporate liquidity requirements and priorities and other factors as may have been considered in the
Company’s sole discretion. Repurchases may also have been made pursuant to a trading plan under Rule 10b5-1
under the Exchange Act, which would permit shares to be repurchased when the Company might otherwise be
precluded from doing so because of self-imposed trading blackout periods or other regulatory restrictions. The Class
A Common Stock Repurchase Program did not obligate the Company to repurchase any particular amount of shares
of Class A common stock, and may have been suspended or discontinued at any time without notice. In 2022 and
2021, the Company repurchased an aggregate of 652,118 shares and 893,394 shares, respectively, of Class A
common stock at a weighted average price per share of $33.96 and $31.18, respectively, under the Class A Common
Stock Repurchase Program. In 2022 and 2021, the aggregate purchase price for these transactions was
approximately $22.1 million and $27.9 million, respectively, including transaction costs. On January 31, 2022, the
Company announced the completion of the Class A Common Stock Repurchase Program.

On March 10, 2021, the Company’s Board of Directors approved a stock repurchase program which provided
for the potential repurchase of up to $40 million of shares of the Company’s Class B common stock. Under the Class
B Common Stock Repurchase Program, the Company was able to repurchase shares of Class B common stock
through open market purchases, by block purchase, in privately-negotiated transactions, or otherwise in compliance
with Rule 10b-18 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The extent to
which the Company was able to repurchase its shares of Class B common stock and the timing of such purchases
depended upon market conditions, regulatory requirements, other corporate liquidity requirements and priorities and
other factors as may have been considered in the Company’s sole discretion. Repurchases may also have been made
pursuant to a trading plan under Rule 10b5-1 under the Exchange Act, which would permit shares to be repurchased
when the Company might otherwise be precluded from doing so because of self-imposed trading blackout periods or
other regulatory restrictions. The Class B Common Stock Repurchase Program did not obligate the Company to
repurchase any particular amount of shares of Class B common stock, and may have been suspended or discontinued
at any time without notice. In 2021, the Company repurchased an aggregate of 565,232 shares of Class B common
stock at a weighted average price per share of $16.92, under the Class B Common Stock Repurchase Program. The
aggregate purchase price for these transactions was approximately $9.6 million, including transaction costs. In
September 2021, in connection with the Merger, the Company’s Board of Directors terminated the Class B Common
Stock Repurchase Program.

On December 23, 2020, the Company completed a modified “Dutch auction” tender offer to purchase, for cash,
up to $50.0 million of shares of its Class B common stock. The tender offer was oversubscribed and, as result, we
accepted to purchase 4,249,785 shares of Class B common stock in the tender offer, which includes an additional
2% of outstanding shares of Class B common stock as permitted under the tender offer rules. The 4,249,785 shares
of Class B common stock were purchased at a price of $12.55 per share. The total purchase price for this transaction
was $54.1 million, including $0.8 million in related fees and expenses.

On February 14 and February 21, 2020, the Company repurchased an aggregate of 932,459 shares of nonvoting
Class B common stock in two privately negotiated transactions (collectively, the “2020 Repurchase”) for $16.00 per
share of Class B common stock. The aggregate purchase price for these transactions was approximately
$15.2 million, including $0.3 million in broker fees and other expenses.The Company funded the 2020 Repurchase
with available cash.
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In 2022, 2021 and 2020, the Company’s Board of Directors authorized the cancellation of all shares of Class A
common stock and Class B common stock previously held as treasury stock, including all shares repurchased in
2022, 2021 and 2020. Therefore, the Company had no shares of common stock held in treasury stock at December
31,2022 and 2021.

Stock-Based Compensation Awards

The Company grants, from time to time, stock-based compensation awards which are reflected as changes in the
Company’s Stockholders’ equity. See Note 14 “Stock-Based Incentive Compensation Plan” for additional
information about common stock transactions under the Company’s 2018 Equity Plan.

¢) Dividends

On October 20, 2022, the Company’s Board of Directors declared a cash dividend of $0.09 per share of the
Company’s Class A common stock. The dividend was paid on November 30, 2022 to shareholders of record at the
close of business on November 15, 2022. The aggregate amount in connection with this dividend was $3.0 million.

On July 20, 2022, the Company’s Board of Directors declared a cash dividend of $0.09 per share of the
Company’s Class A common stock. The dividend was paid on August 31, 2022 to shareholders of record at the close
of business on August 17, 2022. The aggregate amount in connection with this dividend was $3.0 million.

On April 13, 2022, the Company’s Board of Directors declared a cash dividend of $0.09 per share of the
Company’s Class A common stock. The dividend was paid on May 31, 2022 to shareholders of record at the close of
business on May 13, 2022. The aggregate amount in connection with this dividend was $3.0 million.

On January 19, 2022, the Company’s Board of Directors declared a cash dividend of $0.09 per share of the
Company’s Class A common stock. The dividend was paid on February 28, 2022 to shareholders of record at the
close of business on February 11, 2022. The aggregate amount in connection with this dividend was $3.2 million.

In 2021, the Company’s Board of Directors declared a cash dividend of $0.06 per share of the Company’s Class
A common stock. The dividend was paid on or before January 15, 2022 to holders of record as of December 22,
2021. The aggregate accrued payable amount recorded against retained earnings in 2021 in connection with this
dividend was $2.2 million.

d) Subsequent events
On January 18, 2023, the Company’s Board of Directors declared a cash dividend of $0.09 per share of the

Company’s Class A common stock. The dividend is payable on February 28, 2023, to shareholders of record on
February 13, 2023.
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19. Commitments and Contingencies

From time to time the Company and its subsidiaries may be exposed to loss contingencies. In the ordinary,
course of business, those contingencies may include, known but unasserted claims, and legal / regulatory inquiries or
examinations. The Company records these loss contingencies as a liability when the likehood of loss is probable and
an amount or range of loss can be reasonably estimated. In the opinion of management, the Company maintains a
liability that is in an estimated amount sufficient to cover said loss contingencies, if any, at the reporting dates.

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, credit
card facilities and letters of credit.

The Company’s exposure to credit loss in the event of nonperformance by the other party to the financial
instrument for loan commitments and letters of credit is represented by the contractual amount of those instruments.
The Company uses the same credit policies in making loan commitments and letters of credit as it does for on-
balance sheet instruments. The Company controls the credit risk of loan commitments and letters of credit through
credit approvals, customer limits, and monitoring procedures.

Loan commitments are agreements to lend to a customer as long as there is no violation of any condition
established in the contract. Loan commitments generally have fixed expiration dates or other termination clauses and
may require payment of a fee. The Company evaluates each customer’s credit-worthiness on a case-by-case basis.
The amount of collateral obtained, if deemed necessary by the Company upon extension of credit, is based on
management’s credit evaluation. Collateral held varies but may include cash, accounts receivable, inventory,
property and equipment, real estate in varying stages of development and occupancy, and income-producing
commercial properties.

Standby letters of credit are conditional commitments issued by the Company to guarantee the performance of a
customer to a third party. Those guarantees are primarily issued to support borrowing arrangements. They generally
have one year terms and are renewable annually, if agreed. The credit risk involved in issuing standby letters of
credit is generally the same as that involved in extending loan facilities to customers. The Company generally holds
deposits, investments and real estate as collateral supporting those commitments. The extent of collateral held for
those commitments at December 31, 2022 ranges from unsecured commitments to commitments fully collateralized
by cash and securities.

Commercial letters of credit are conditional commitments issued by the Company to guarantee payment by a
customer to a third party, and are used primarily for importing or exporting goods and are terminated when proper
payment is made by the customer.

Financial instruments whose contract amount represents off-balance sheet credit risk at December 31, 2022 are
generally short-term and are as follows:

Approximate
Contract
(in thousands) Amount
Commitments to extend credit $ 1,165,701
Standby letters of credit 20,643
Commercial letters of credit 83
S 1186427
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20. Fair Value Measurements

Assets and liabilities measured at fair value on a recurring basis are summarized below:

(in thousands)
Assets
Securities

Debt Securities available for sale

U.S. government sponsored enterprise debt
securities

Corporate debt securities

U.S. government agency debt securities
Collateralized loan obligations

U.S. treasury securities

Municipal bonds

Equity securities with readily determinable fair
values not held for trading

Mortgage loans held for sale (at fair value)
Bank owned life insurance
Other assets

Mortgage servicing rights (MSRs)

Derivative instruments

Liabilities
Other liabilities

Derivative instruments

December 31, 2022

Quoted Internal
Prices in Third-Party Models Total
Active Models with with Carrying
Markets Observable Unobservable Value in the
for Identical Market Market Consolidated
Assets Inputs Inputs Balance
(Level 1) (Level 2) (Level 3) Sheet
$ — 437,674 S — $ 437,674
— 280,700 — 280,700
— 330,821 — 330,821
4,774 4,774
— 1,996 — 1,996
— 1,656 — 1,656
— 1,057,621 — 1,057,621
11,383 — — 11,383
11,383 1,057,621 — 1,069,004
— 62,438 — 62,438
— 228,412 — 228,412
— — 1,307 1,307
— 78,250 — 78,250
$ 11,383  § 1,426,721 § 1,307 § 1,439,411
$ — 3 77,160 $ — 3 77,160
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(in thousands)

Assets

Securities

Dect securities available for sale

U.S. government sponsored enterprise debt
securities

Corporate debt securities
U.S. government agency debt securities

U.S. treasury securities

Municipal bonds

Equity securities with readily determinable fair
values not held for trading

Mortgage loans held for sale (at fair value)
Bank owned life insurance
Other assets

Mortgage servicing rights (MSRs)

Derivative instruments

Liabilities
Other liabilities

Derivative instruments

Level 2 Valuation Techniques

December 31, 2021

Quoted Internal
Prices in Third-Party Models Total
Active Models with with Carrying
Markets Observable Unobservable Value in the
for Identical Market Market Consolidated
Assets Inputs Inputs Balance

(Level 1) (Level 2) (Level 3) Sheet
— 3 450,773  $ — 3 450,773
— 357,790 — 357,790
— 361,906 — 361,906
— 2,502 — 2,502
— 2,348 — 2,348
— 1,175,319 — 1,175,319
— 252 — 252
— 1,175,571 — 1,175,571
— 14,905 — 14,905
— 223,006 — 223,006
— — 636 636
— 21,870 — 21,870
— 3 1,435,352 $ 636 $ 1,435,988
— 3 22,198 $ — 3 22,198

The valuation of debt securities available for sale, equity securities not held for trading, and derivative
instruments is performed through a monthly pricing process using data provided by generally recognized providers
of independent data pricing services (the “Pricing Providers”). These Pricing Providers collect, use and incorporate
descriptive market data from various sources, quotes and indicators from leading broker dealers to generate
independent and objective valuations. The fair value of bank-owned life insurance policies is based on the cash
surrender values of the policies as reported by the insurance companies.
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The valuation techniques and the inputs used in our consolidated financial statements to measure the fair value
of our recurring Level 2 financial instruments consider, among other factors, the following:

»  Similar securities actively traded which are selected from recent market transactions;

*  Observable market data which includes spreads in relationship to LIBOR and other relevant interest rate
benchmarks that may become available from time to time, such as SOFR, swap curve, and prepayment
speed rates, as applicable.

»  The captured spread and prepayment speed is used to obtain the fair value for each related security.

On a quarterly basis, the Company evaluates the reasonableness of the monthly pricing process for the valuation
of debt securities available for sale and equity securities not held for trading and derivative instruments. This
evaluation includes challenging a random sample of the different types of securities in the investment portfolio as of
the end of the quarter selected. This challenge consists of obtaining from the Pricing Providers a document
explaining the methodology applied to obtain their fair value assessments for each type of investment included in the
sample selection. The Company then analyzes in detail the various inputs used in the fair value calculation, both
observable and unobservable (e.g., prepayment speeds, yield curve benchmarks, spreads, delinquency rates).
Management considers that the consistent application of this methodology allows the Company to understand and
evaluate the categorization of its investment portfolio.

The methods described above may produce a fair value calculation that may differ from the net realizable value
or may not be reflective of future fair values. Furthermore, while the Company believes its valuation methods are
appropriate and consistent with other market participants, the use of different methodologies or assumptions to
determine the fair value of its financial instruments could result in different estimates of fair value at the reporting
date.

Level 3 Valuation Techniques

Mortgage Servicing Rights

MSRs are initially and subsequently measured at fair value, with changes in fair value recorded as part of
noninterest income. The Company estimates the fair value of MSRs through the use of prevailing market
participants assumptions and market participant valuation processes. This valuation is periodically tested and
validated against other third-party firm valuations.

There were no transfers in or out or level 3 in the years ended December 31, 2022, 2021 and 2020.
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Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

The following tables present the major categories of assets measured at fair value on a non-recurring basis at

December 31, 2022 and 2021:

(in thousands)

Description

Loans held for investment measured
individually using the fair value of the

collateral

(in thousands)

Description

Loans held for investment measured for
impairments using the fair value of the

collateral
Other Real Estate Owned

December 31, 2022
Quoted
Prices in
Active Significant
Markets Other Significant
for Identical Observable Unobservable
Carrying Assets Inputs Inputs Total Write
Amount (Level 1) (Level 2) (Level 3) Downs
$ 30,158 3 — 3 $ 30,158 § 3,851
December 31, 2021
Quoted
Prices in
Active Significant
Markets Other Significant
for Identical Observable Unobservable
Carrying Assets Inputs Inputs Total
Amount (Level 1) (Level 2) (Level 3) Impairments
$ 24,753 — § $ 24,753  § 26,334
9,720 — 9,720 80
$ 34473 — $ 34473 § 26,414

The following table presents the significant unobservable inputs (Level 3) used in the valuation of assets measured
at fair value on a nonrecurring basis.

Discount
Financial Instrument Unobservable Inputs Valuation Methods Range Typical Discount
Collateral dependent loans Discount to fair value Appraisal value, as adjusted 0-30% 6-7%
Inventory 0-100% 30-50%
Accounts receivables 0-100% 20-30%
Equipment 0-100% 20-30%
Other Real Estate Owned  Discount to fair value Appraisal value, as adjusted N/A 6-7%

There were no other significant assets or liabilities measured at fair value on a nonrecurring basis at

December 31, 2022 and 2021.
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Collateral Dependent Loans Measured For Expected Credit Losses

The carrying amount of collateral dependent loans is typically based on the fair value of the underlying
collateral. The Company primarily uses third party appraisals to assist in measuring expected credit losses on
collateral dependent loans. The Company also uses third party appraisal reviewers for loans with an outstanding
balance of $1 million and above. These appraisals generally use the market or income approach valuation technique
and use market observable data to formulate an opinion of the fair value of the loan’s collateral. However, the
appraiser uses professional judgment in determining the fair value of the collateral or properties and may also adjust
these values for changes in market conditions subsequent to the appraisal date. When current appraisals are not
available for certain loans, the Company uses judgment on market conditions to adjust the most current appraisal.
The sales prices may reflect prices of sales contracts not closed and the amount of time required to sell out the real
estate project may be derived from current appraisals of similar projects. As a consequence, the fair value of the
collateral is considered a Level 3 valuation.

Other Real Estate Owned

The Company values OREO at the lower of cost or fair value of the property, less cost to sell. The fair value of
the property is generally based upon recent appraisal values of the property, less cost to sell. The Company primarily
uses third party appraisals to assist in measuring the valuation of OREO. Period revaluations are classified as level 3
as the assumptions used may not be observable. The Company had no OREO balances as of December 31, 2022.

21. Fair Value of Financial Instruments

The fair value of a financial instrument represents the price that would be received from its sale in an orderly
transaction between market participants at the measurement date. The best indication of the fair value of a financial
instrument is determined based upon quoted market prices. However, in many cases, there are no quoted market
prices for the Company’s various financial instruments. As a result, the Company derives the fair value of the
financial instruments held at the reporting period-end, in part, using present value or other valuation techniques.
Those techniques are significantly affected by management’s assumptions, the estimated amount and timing of
future cash flows and estimated discount rates included in present value and other techniques. The use of different
assumptions could significantly affect the estimated fair values of the Company’s financial instruments.
Accordingly, the net realized values could be materially different from the estimates presented below.

The following methods and assumptions were used to estimate the fair value of each class of financial
instruments for which it is practicable to estimate that value:

*  Because of their nature and short-term maturities, the carrying values of the following financial instruments
were used as a reasonable estimate of their fair value: cash and cash equivalents, interest earning deposits
with banks, variable-rate loans with re-pricing terms shorter than twelve months, demand and savings
deposits, short-term time deposits and other borrowings.

e The fair value of loans held for sale, debt and equity securities, bank owned life insurance and derivative

instruments, are based on quoted market prices, when available. If quoted market prices are unavailable,
fair value is estimated using the pricing process described in Note 20

F-88



Amerant Bancorp Inc. and Subsidiaries

Notes to Consolidated Financial Statements
December 31, 2022, 2021 and 2020

*  The fair value of commitments and letters of credit is based on the assumption that the Company will be
required to perform on all such instruments. The commitment amount approximates estimated fair value.

*  The fair value of fixed-rate loans, advances from the FHLB, senior notes, subordinated notes and junior
subordinated debentures are estimated using a present value technique by discounting the future expected
contractual cash flows using the current rates at which similar instruments would be issued with
comparable credit ratings and terms at the measurement date.

e The fair value of long-term time deposits, including certificates of deposit, is determined using a present
value technique by discounting the future expected contractual cash flows using current rates at which

similar instruments would be issued at the measurement date.

The estimated fair value of financial instruments where fair value differs from carrying value are as follows:

December 31, 2022 December 31, 2021
Estimated Estimated
Carrying Fair Carrying Fair
(in thousands) Value Value Value Value
Financial assets
Debt securities held to maturity $ 242,101 $ 217,609 $ 118,175 $ 119,077
Loans 3,314,553 3,181,696 2,619,461 2,559,280
Financial liabilities
Time deposits 1,119,510 1,099,294 1,048,078 1,057,759
Advances from the FHLB 906,486 873,852 809,577 819,268
Senior notes 59,210 58,755 58,894 63,214
Subordinated notes 29,284 28,481 — —
Junior subordinated debentures 64,178 64,182 64,178 61,212

22. Regulatory Matters

The Company and the Bank are subject to various regulatory requirements administered by federal banking
agencies. Amerant Mortgage is an approved Fannie Mae seller and servicer and is subject to certain Lender Adjusted
Net Worth requirements. The following is a summary of restrictions related to dividend payments, and capital
adequacy as well as Lender Adjusted Net Worth requirement.

Dividend Restrictions

Dividends payable by the Bank as a national bank subsidiary of the Company, are limited by law and Office of
the Comptroller of the Currency (“OCC”) regulations. A dividend may not be paid if the total of all dividends
declared by a bank in any calendar year is in excess of the current year’s net income combined with the retained net
income of the two preceding years, unless the national bank obtains the approval of the OCC. At December 31, 2022
and 2021, the Bank could have paid dividends of $43.8 million and $97.0 million, respectively, without prior OCC
approval.

In addition, the Company and the Bank are subject to various general regulatory policies and requirements
relating to the payment of dividends, including requirements to maintain capital above regulatory minimums and the
maintenance of capital in excess of capital conservation buffers required by the Federal Reserve and OCC capital
regulations.
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Capital Adequacy

Under the Basel 111 capital and prompt corrective action rules, the Company and the Bank must meet specific
capital guidelines that involve quantitative measures and qualitative judgments about capital components, risk
weightings, and other factors.

The Basel 111 rules became effective for the Company and the Bank on January 1, 2015 with full compliance
with all of the requirements being phased in by January 1, 2019. The Company and the Bank opted to not include
the AOCI in computing regulatory capital. As of December 31, 2022, management believes that the Company and
the Bank meet all capital adequacy requirements to which they are subject, and are well capitalized. In addition,
Basel 111 rules required the Company and the Bank to hold a minimum capital conservation buffer of 2.50%. The
Company’s capital conservation buffer at year end 2022 and 2021 was 4.4% and 6.6%, respectively, and therefore
no regulatory restrictions exist under the applicable capital rules on dividends or discretionary bonuses or other
payments.

The Bank’s actual capital amounts and ratios are presented in the following table:

Minimums Required for Regulatory Minimums to

Actual Capital Adequacy Purposes be Well Capitalized
(in thousands, except percentages) Amount Ratio Amount Ratio Amount Ratio
December 31, 2022
Total capital ratio $ 923,113 12.10% $ 610,149 8.00% $ 762,686 10.00 %
Tier 1 capital ratio 837,970 10.99 % 457,612 6.00 % 610,149 8.00 %
Tier 1 leverage ratio 837,970 9.27 % 361,655 4.00 % 452,069 5.00 %
Common equity tier 1 (CET1)
capital ratio 837,970 10.99 % 343,209 4.50 % 495,746 6.50 %
December 31, 2021
Total capital ratio $ 957,852 1494 % $ 512,780 8.00 % $ 640,976 10.00 %
Tier 1 capital ratio 886,301 13.83 % 384,585 6.00 % 512,780 8.00 %
Tier 1 leverage ratio 886,301 11.84 % 299,466 4.00 % 374,332 5.00 %
CET]1 capital ratio 886,301 13.83 % 288,439 4.50 % 416,634 6.50 %
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The Company’s actual capital amounts and ratios are presented in the following table:

Minimums Required for Regulatory Minimums To
Actual Capital Adequacy Purposes be Well Capitalized

(in thousands, except percentages) Amount Ratio Amount Ratio Amount Ratio
December 31, 2022

Total capital ratio $ 947,505 1239 % $ 611,733 8.00 % $ 764,666 10.00 %
Tier 1 capital ratio 833,078 10.89 % 458,799 6.00 % 611,733 8.00 %
Tier 1 leverage ratio 833,078 9.18 % 363,130 4.00 % 453,913 5.00 %
CETT1 capital ratio 772,105 10.10 % 344,100 4.50 % 497,033 6.50 %
December 31, 2021

Total capital ratio $§ 934,512 1456 % $ 513,394 8.00% $ 641,742 10.00 %
Tier 1 capital ratio 862,962 13.45 % 385,045 6.00 % 513,394 8.00 %
Tier 1 leverage ratio 862,962 11.52 % 299,746 4.00 % 374,683 5.00 %
CETT1 capital ratio 801,907 12.50 % 288,784 4.50 % 417,133 6.50 %

The Company adopted CECL effective as of January 1, 2022. The Company has not elected to apply an
available three-year transition provision to its regulatory capital computations as a result of its adoption of CECL in
2022.

Mortgage Banking Lender Net Worth Adjusted Requirements

Amerant Mortgage is currently an approved seller and servicer with Fannie Mae for the purpose of selling
Fannie Mae eligible loan production and retaining the MSRs of those same loans. As an approved Fannie Mae seller
and servicer, Amerant Mortgage must meet certain net worth covenants outlined in Maintaining Seller/Servicer
Eligibility section of the Fannie Mae Selling Guide, the “Selling Guide”.

Under the Selling Guide, Amerant Mortgage must meet a minimum net worth requirement of $2.5 million plus
0.25% of the outstanding unpaid principal balance of the portfolio of loans Amerant Mortgage is contractually
obligated to service for Fannie Mae (the “Lender Adjusted Net Worth”). As of December 31, 2022 and 2021,
Amerant Mortgage had a Lender Adjusted Net Worth of approximately $7.7 million and $4.5 million and was in
compliance with requirement. In addition, Amerant Mortgage is subject to net worth decline tolerance requirements
that shall not exceed 25% over one quarter or 40% over two consecutive quarters. Amerant Mortgage has
demonstrated compliance with all financial eligibility requirements as of December 31, 2022.

Failure to meet the minimum net worth or net worth decline tolerance outlined above, may prompt the
suspension of Amerant Mortgage as an approved seller and/or servicer, which would prevent Amerant Mortgage
from taking down new commitments to deliver loans to Fannie Mae and adding loans to any portfolio that Amerant
Mortgage services for Fannie Mae. While Amerant Mortgage is not required to operate as an approved Fannie Mae
seller and servicer, failure to operate as such may impact Amerant Mortgage’s overall margins, profitability and
financial flexibility.
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23. Earnings (Loss) Per Share

The following table shows the calculation of basic and diluted earnings per share:

(in thousands, except per share data) 2022 2021 2020
Numerator:

Net income (loss) before attribution of noncontrolling interest $§ 6193 $ 110311 § (1,722)
Noncontrolling interest (1,347) (2,610) —
Net income (loss) attributable to Amerant Bancorp Inc. $§ 63310 § 112921 $ (1,722)
Net income (loss) available to common stockholders $ 63310 $ 112921 § (1,722)
Denominator:

Basic weighted averages shares outstanding 33,862,410 37,169,283 41,737,216
Dilutive effect of shared-based compensation awards 280,153 358,240 —
Diluted weighted average shares outstanding 34,142,563 37,527,523 41,737,216
Basic earnings (loss) per common share $ 1.87 $ 3.04 $ (0.04)
Diluted earnings (loss) per common share $ 185 $ 3.01 $ (0.04)

As of December 31, 2022 and 2021, potential dilutive instruments consisted of unvested shares of restricted
stock, restricted stock units and performance stock units totaling 529,830 and 462,302, respectively. As of December
31, 2020, potential dilutive instruments consisted of unvested shares of restricted stock and restricted stock units
totaling 248,750 mainly related to the Company’s IPO in 2018.

As of December 31, 2022 and 2021, potential dilutive instruments were included in the diluted earnings per
share computation because, when the unamortized deferred compensation cost related to these shares was divided by
the average market price per share at those dates, fewer shares would have been purchased than restricted shares
assumed issued. Therefore, in those periods, such awards resulted in higher diluted weighted average shares
outstanding than basic weighted average shares outstanding, and had a dilutive effect in per share earnings. As of
December 31, 2020, potential dilutive instruments were excluded from the diluted earnings per share computation
because the Company reported a net loss and their inclusion would have an anti-dilutive effect in per share earnings
in 2020.
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24. Condensed Unconsolidated Holding Companies’ Financial Statements

The separate condensed unconsolidated financial statements of the Company has been prepared using the same
basis of accounting that the Company used to prepare its consolidated financial statements described in Note 1,
except for its investment in subsidiaries which is accounted for using the equity method. Under the equity method,
investments in subsidiaries are initially recorded at cost, and they are periodically adjusted due to changes in the
interest of the parent company over the net assets of the subsidiaries. The Company records in the results for the
period, its participation in the profit or loss of the subsidiaries, and in AOCI/AOCL its participation in the “Other
comprehensive (loss) income account” of the subsidiary. In applying the equity method the Company uses the
subsidiaries consolidated financial statements at the end of the period prepared under GAAP.

Condensed financial statements of Amerant Bancorp Inc. are presented below:

Condensed Balance Sheets:

(in thousands)

Assets

Cash and due from banks
Investments in subsidiaries
U.S. treasury securities

Other assets

Liabilities and Stockholders' Equity
Senior notes

Subordinated notes

Junior Subordinated Debentures
Other liabilities

Stockholders' equity
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2022 2021
64,899 § 23,810
791,837 870,560
1,996 —
4,903 1,872
863,635 § 896,242
59,210 $ 58,894
29,284 —
64,178 —
3,147 2,865
707,816 834,483
863,635 § 896,242
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Condensed Statements of Income (Loss):

(in thousands)
Income:
Interest
Equity in earnings of subsidiary
Total income
Expenses:
Interest expense
Other expenses (1)
Total expense
Income (loss) before income tax benefit
Income tax benefit

Net income (loss)

(1) Other expenses mainly consist of professional and other service fees.
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Years ended December 31

2022 2021 2020
182 117 $ 265
73,986 120,253 2,520
74,168 120,370 2,785
7,968 3,766 1,968
5,656 6,082 3,688
13,624 9,848 5,656
60,544 110,522 2,871)
2,766 2,399 1,148
63,310 112,921 $ (1,723)
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Condensed Statements of Cash Flows:

(in thousands)

Cash flows from operating activities
Net income (loss)

Adjustments to reconcile net (loss) income to net cash used in operating
activities - Equity in earnings of subsidiaries

Stock-based compensation expense

Net change in other assets and liabilities

Net cash used in operating activities

Cash flows from investing activities

Cash received from Amerant Florida Merger

Dividends from subsidiary
Purchases of available for sale securities
Maturities of available for sale securities

Net cash provided by investment activities

Cash flows from financing activities

Repurchase of common stock - Class A

Repurchase of common stock - Class B

Proceeds from issuance of Subordinated Notes, net of issuance costs
Proceeds from issuance of Senior Notes, net of issuance costs
Dividends Paid

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents
Beginning of year

End of year

Years ended December 31,

2022 2021 2020
63310 § 112,921 $ (1,723)
(73,986) (120,253) (2,520)
341 927 375
(13,098) (6,919) 57
(23,433) (13,324) 3.811)
6,663 - -
114,000 40,000 —
(1,997) — —
1,000 — —
119,666 40,000 —
(72,060) (36,332) —
= (9,563) (69,378)
29,146 — —
— — 58,412
(12,230) - -
(55,144) (45.,895) (10,966)
41,089 (19,219) (14,777)
23,810 43,029 57,806
64,899 § 23810 S 43,029

On August 2, 2022, the Company completed an intercompany transaction of entities under common control,
pursuant to which the Company’s wholly owned subsidiary, Amerant Florida Bancorp Inc. (“Amerant Florida”),
merged with and into the Company, with the Company as sole survivor (the “Amerant Florida Merger”). In
connection with the Amerant Florida Merger, the Company assumed all assets and liabilities of Amerant Florida,
including its direct ownership of the Bank, the common capital securities issued by the 5 trust subsidiaries, and the
junior subordinated debentures issued by Amerant Florida and related agreements. The Amerant Florida Merger had

no impact to the Company’s consolidated financial condition and results of operations.

There were no reportable balances as of and for the year ended December 31, 2022 related to Amerant Florida

as of result of the Amerant Florida Merger.
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Condensed financial statements of Amerant Florida as of December 31, 2021 and for the years ended December
31,2021 and 2020 are presented below:

Condensed Balance Sheet:

December 31,
(in thousands) 2021
Assets
Cash and due from banks $ 6,340
Investments in subsidiaries 918,212
U.S. treasury securities 2,502
Other assets 3,622
$ 930,676
Liabilities and Stockholder’s Equity
Junior subordinated debentures held by trust subsidiaries $ 64,178
Other liabilities 2,038
Stockholder’s equity 864,460
$ 930,676
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Condensed Statements of Income:

(in thousands)
Income:

Interest

Equity in earnings of subsidiary
Total income

Expenses:

Interest expense

Other expenses

Total expenses
Income before income tax benefit

Income tax benefit
Net income

Condensed Statements of Cash Flows:

(in thousands)

Cash flows from operating activities
Net income

Adjustments to reconcile net income to net cash used in operating activities -
Equity in earnings of subsidiaries

Net change in other assets and liabilities

Net cash used in operating activities

Cash flows from investing activities
Dividends received from subsidiary
Dividends paid

Purchases of available for sale securities

Maturities of available for sale securities

Net cash provided by (used in) investing activities

Cash flows from financing activities
Dividends paid
Redemption of junior subordinated debentures
Net cash used in financing activities
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents
Beginning of year

End of year
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Years ended December 31

2021 2020

$ 41 102
122,311 4,810
122,352 4912

2,451 2,533

263 444

2,714 2,977

119,638 1,935

616 585

120,254 $ 2,520

Years ended December 31,
2021 2020

$ 120,254 $ 2,520
(122,311) (1,433)
1,838 (3,823)
(219) (2,736)

30,000 —
— (3,505)

— 2,000
30,000 (1,505)
(40,000) —
— (28,068)
(40,000) (28,068)
(10,219) (32,309)

16,559 48,868

$ 6,340 $ 16,559
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