Consolidated Balance Sheets (Unaudited)

as of March 31
(in thousands except per share amounts) 2015 2014
ASSETS

Cash and due from banks $ 4830 $ 7628
Interest-bearing deposits with banks 8,841 2,092
Government money market funds 2,501 1,565
Federal funds sold 500 500

Cash and cash equivalents 16,672 11,785
Available-for-sale securities 79,013 78,683
Held-to-maturity securities 125 125
Loans and leases 249,176 235,099
Less: Allowance for loan and lease losses 3,051 2,535

Loans, net 246,125 232,564
Bank premises and equipment, net 9,690 7,496
Other real estate owned - 369
Accrued interest receivable 1,038 1,014
Deferred tax assets, net 687 885
Restricted stock 968 1,366
Other assets 7812 6,147
TOTAL ASSETS $362,130 $340,434

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Non-interest bearing $ 64,121 $ 60337
Interest bearing 246,441 231,183
Total deposits 310,562 291,520
Repurchase agreements 5585 4,376
Long-term debt 10,599 10,610
Accrued interest payable 128 150
Other liabilities 1,787 3,097
Total liabilities 328,661 309,753
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767,132 and 762,775 shares issued
and outstanding in 2015 and 2014,

respectively. 3836 3814

Preferred stock, $5.00 par value,

4,000,000 shares authorized;

no shares issued or outstanding - -

Additional paid-in capital 8,068 7923

Retained earnings 20,127 18,332

Accumulated other comprehensive income 1,438 612
Total stockholders’ equity 33,469 30,681

TOTAL LIABILITIES &

STOCKHOLDERS’ EQUITY $362,130 $340,434
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Dear Shareholders,

|'am pleased to present the financial results of Woodlands Financial Services
Company (the Company) for the first quarter 2015. The first quarter
results mark a solid start to the year and reflect some of the work that was
done in the past few years laying a foundation for future earnings. Total
assets decreased $2.1 million (0.6%) for the quarter but increased $21.7
million (6.4%) year over year: As part of the overall change in assets, net
loans decreased $1.6 million (0.6%) but increased $13.6 million (5.8%),
respectively, over the same periods. Total deposits were down $1.3 million
(0.4%) since the end of the year, which is mostly attributable to the call of a
large brokered deposit during the quarter, but were up $19.0 million (6.5%)
since the end of the first quarter 2014. The Company's core capital also
grew 1.6% and 6.5%, respectively, over those same periods. Despite a
tepid first quarter in terms of growth, the Company is optimistic about the
prospects for quality earning asset growth throughout its entire market in
the upcoming months and into the future as the economy continues its
slow recovery and as we continue our collective efforts to grow the
Woodlands brand and market share. The Company's balance sheet remains
positioned to have a positive impact on earnings should rates begin to rise
as anticipated by some to occur before the end of 2015. Also, the credit
quality of the earning asset portfolio remains strong and is reflective of the
credit underwriting and monitoring culture at the Company.

Net income for the first quarter 2015 was $766 thousand, an increase of
22.6% from the prior quarter and 15.7% from the first quarter 2014. The
quarter-over-quarter and year-over-year earnings increases reflect the
growth in the earning asset base achieved over the past two years as well
as reductions in funding costs and strong earnings from our wealth
management department. As part of this increase, net interest income
continued to be a significant contributor to the bottom line improvement
with a 7.3% increase over the first quarter of 2014. For the quarter; the
Return on Average Assets (ROAA) was 0.90% and the Return on Average
Equity (ROAE) was 9.81%, which were improvements over the same
measures of the previous quarter by 36.4% and 32.2%, respectively, and
over the first quarter of the previous year by 7.1% and 5.9%, respectively.

With the first quarter of 2015 in the books and despite the constant
pressures on the bank's margins due to the prolonged low interest rate
environment, the stiff local competition for business, and the added costs
of compliance with the continuing deluge of regulatory changes, the
Company's management remains optimistic for the prospects of continued
success for Woodlands Bank and Woodlands Financial Services Company.
This optimism stems from the confidence that the community banking
model in general remains an attractive one for businesses and consumers
alike and that the Woodlands model in particular is one that will resonate
with customers well into the future. It's all about the people who have
contributed their efforts and the relationships that have been forged over
time, and we continue to thank you all for your continued support of the
"“Woodlands Way".

Sincerely,
r-l"\ P Qﬂ"j 'l(,_)

Jon P Conklin
President and CEO

Consolidated Statements of Income (Unaudited)

For the three months ended
March 31
2015 2014

(in thousands except per share amounts)
INTEREST INCOME
Interest & fees on loans and leases $2,786 $2,638
Interest & dividends on cash & cash equivalents 4 |
Interest & dividends on investment securities:

Taxable 249 243

Tax-exempt 182 189

Dividends 46 21

Total interest income 3267 3,092
INTEREST EXPENSE
Interest on deposits 321 340
Interest on borrowed funds 95 95

Total interest expense 416 435
NET INTEREST INCOME 2851 2,657
PROVISION FOR LOAN LOSSES 8l 75
NET INTEREST INCOME AFTER
PROVISION FOR LOAN LOSSES 2,770 2,582
OTHER INCOME
Service charges and other fees 163 198
Other operating income 255 207
Trust department income 248 292
Gain on sale of loans and other assets, net 27 10
Gain on investment securities, net 79 31

Total other income 772 738
OTHER EXPENSES
Salaries & employee benefits 1,448 1,359
Occupancy expense 194 216
Furniture & equipment expense I'15 96
FDIC insurance premiums 60 60
Data processing expense 150 137
Professional fees 68 73
Other operating expenses 505 522

Total other expenses 2,540 2463
INCOME BEFORE INCOME TAXES 1,002 857
PROVISION FOR INCOME TAXES 236 195
NET INCOME $ 766 $ 662
NET INCOME PER COMMON SHARE $ 1.00 $ 087
RETURN ON AVERAGE ASSETS 0.90% 0.84%
RETURN ON AVERAGE EQUITY 9.81% 9.26%




