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“Putting customers first has always been part of our culture. It is O
of the fraits that we believe distinguish us within the banking industry.
— F Scott Dueser, Chairman, President and CEQO

E

The more things change, the more First Financial
stays the same. While we must always adjust
our strategies and technologies to keep pace
with an ever-evolving world, the one thing we
will never change is our commitment to putting
our shareholders and customers first. That
commitment—a tradition we have upheld
throughout our 122-year history—is what
enables us to consistently produce solid
financial results and outperform our peers.
Last year was no different.

We continued perfecting our Customer Service
First initiative to ensure that our customers receive
the most outstanding service and products. We
look through our customers’ eyes to see how they
want to bank, rather than focusing on how we
want them to bank. So we give our customers

the choice of using phone center banking, mobile
banking, online banking or Deposit taking ATMs.
Our business customers have a complete menu of
treasury management products, inciuding Remote
Deposit and bill pay. Or our customers may come
into one of our inviting facilities to enjoy a cup

of coffee and receive firsi-class service from a
professional who is delighted to help them.

Our new mobile banking product was a major
success in 2012. 1t includes Remote Deposit-and
Picture Pay, which are free services that allow
customers to take a picture of a check and make
a deposit or take a picture of a bill and pay the
vendor. We are proud to say that we are the first
bank in the country to offer Picture Pay.

Yet with all this technology, we are still the bank
that you can call your banker directly without
getting voice mail or an automated telephone
prompt that leaves you frustrated. When our
customers call, they reach a member of our
friendly team who is ready and prepared to meet
their financial needs.

Our goal is to "WOW?” our customers. You can
go to our website and read about the “WOWSs”
that happen every day. We are proud of our
outstanding employees who eat, sleep and
breathe Customer Service First.

Accomplishments

Last year was the 26th consecutive year our
company produced higher earnings, proving once
again that doing what is right for our customers
and communities is the right formula for serving
our shareholders. Throughout the year, we
received many different awards, but the one

that makes us most proud was our selection by
Bank Director magazine as the #2 top-performing
publicly traded bank in the nation in the $1 billion
to §5 billion asset category. We accepted this
honor with great humility and are extremely
gratified to have been placed in either the #1 or #2
position for the past four consecutive years.

A Lerrer To OUr SHAREHOLDERS = PaGE g



Finaneial Results for 2012

Net income grew 8.6 percent to $74.2 million
from $68.4 million in 2011. Basic earnings per
share rose 10 $2.36 from $2.17.in the previous
year. Netinterestincome, our largest source of
revenue, grew 1.8 percent 1o $154.7 million from
$152.0 million, despite ancther year of extremely
fow interest rates. The low-interesi-rate scenario
put pressure on our net interest margin, a key
profitability metric that expresses net interest
income as a percentage of average interest-
sarning assets. Our net interest margin for

2012 declined t0 4.28 percent from 4.62

percent for 2011,

For the third consecutive year, the provision

for loan losses declined, decreasing $3.1 million
from 2011, This decline reflected a lower level
of net charge-ofis, nonperforming assets

and classified loans.

Noninterest income grew 11.3 percent to
$57.2 million from $51.4 million in 2011.
Noninterest expense rose 4.2 percent io
$109.0 million from $104.6 million; part of
that increase came from a $718,000 expense
related to the Company’s consolidation of its
charters and databases.

As we have consistently done for many years,

our company again outperformed its peer group
of banks on several key financial metrics. Our
return on average assets was 1.75 percent
compared with 1.05 percent for our peers. Return
on average sguity was 13.85 percent compared 1o
our peers’ BOE of 8.16 percent. Our net interest
margin of 4.28 percent surpassed our peer group’s
3.86 percent, and our efficiency ratio {expenses
as a proportion of revenues) of 48.14 percent beat
the peer group’s 65.16 percent.

Consolidated assets totaled $4.50 billion, an
increase of 9.3 percent from $4.12 billion at the
end of 2011. We achieved loan growth of 16.9
percent for the year, which better deployed our
lower-interest-rate assets and increased our net
interest income. Loans at year-end tolaled

$2.09 billion versus $1.79 billion at the end of
2011. Deposits totaled $3.63 billion,up

8.9 percent from $3.33 billion a year earlier.
Shareholders” equity at year-end was

$557.0 million, up 9.5 percent from $508.5 million.

Our First Financial Trust & Asset Management
subsidiary experienced strong growth in 2012 as
it had for the previous several years. Tolal assets
under management at year-end had a book vaiue
of $2.23 billion, a 16.8 percent increase from
$1.91 billion at the end of 2011, During the year,
the trust company’s fee income increased 14.2
percent 1o $14.5 million from $12.7 million.

Strategic Initiatives

At the end of 2012, we consolidated our 11 bank
charters into one charter. Due to the regulatory,
compliance and technology complexities posed

by the multiple charters, and to the opportunity

for cost savings that consolidation offered, it was
certainly time to make this change. Apart from the
database consolidation, our banks will continug to
operate as regional banks, with local management
and decisions to benefit the customers and
communities each bank serves. We look forward
to realizing the cost savings and efficiencies of
running just one database and the heightened
customer service that will come from these
backroom enhancements.

In March of last year, Tom O’Neil was named
Chairman and Chief Executive Officer of First
Financiat Bank, Cleburne, to strengthen our
management team s0 that we would be able to
take advantage of the growth potential in the
Cleburne-area markets. Trent Swearengin was
promoted to Chief Executive Officer and President
of First Financial Bank, Eastland, to replace
(’Neil. in September, Ron Butler was named
Executive Vice President and Chief Administrative
Officer of First Financial Bankshares and was
promoted to Chairman of the Board of Directors
of First Financial Bank, Abilene. Marelyn Shedd
was also promoted, to President of First Financial
Bank, Abilene. We are delighted to have these



rising stars assume additional responsibilities with
our company. With Ron moving up to the holding
company, Bruce Hildebrand and I will have more
time to focus on acquisitions.

Last year, we opened new branches in Grapevine,
Abilene and Waxahachie, which tock our
company’s total locations up to 55. We are
pleased with our new locations and the additional
business that these expansions have brought.
During 2013, we will open a new branch in the
H-E-B grocery store in San Angelo, as well as a
new branch on 1-20 in Weatherford.

New Director

We are pleased to announce that Tim Lancaster,
President and Chief Executive Officer of Hendrick
Health System, has accepted nomination for
election as a director of the Company at our
Annual Shareholders’ Meeting in April. Tim very
capably manages a 525-bed hospital that employs
2,800 people and serves a 29-county area of
central and west Texas. He is a 1976 graduate

of Texas Tech University with a degree in finance
and a 1992 graduate of Texas Woman’s University
with an M.S. degree in health care administration.
Tim is an outstanding civic and professional leader
and has been Chairman of the Board of the Texas
Hospital Association, the Abilene Chamber of
Commerce and the Texas Association of Voluntary
Hospitals. He is on the board of Boy Scouts of
America, Abilene Industrial Foundation and First
Financial Bank, Abilene. Tim and his wife, Regina,
are active members of First Baptist Church and
live in Abilene.

Looking Ahead

Despite the near-term challenges of a stagnant
national economy, an inept federal government,
low interest rates that hurt our customers and
reduce our net interest margin, and costly
additional compliance burdens from new federal
banking regulations, we do have a bright future
and believe we can steer the Company through
these challenges. If there is a silver lining, it

is that many community banks are seriously
considering selling because they have doubts
about the ability of smaller banks like themselves
to overcome such challenges. We do think there
will be considerable consolidation in the industry,
and we foresee many opportunities to grow our
company by acquiring well-managed banks that
have grown weary of the meaningless regulatory
burdens created by our federal government.

| am very encouraged by the resiliency of our
pveople, who face these challenges with a positive
attitude and seek ways to make our company
better. | am also encouraged by the large number
of young professionals in the company who are
shining stars moving into important positions and
who will be able to take the Company to the next
level in the years to come. | am honored to work
with the outstanding professionals who comprise
this fine company and who embrace Customer
Service First on a daily basis.

I thank you, our shareholders, for your continued
loyalty and support. As the world continues to
change, you can remember that we stay the same
by putting You First.

—%L

F. Scott Dueser
Chairman, President and CEO

A Lerrer To Our SHAREHOLDERS 0 PAGE 7
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ClagTramble; Dennis tdev Kay Bérry, Larry Williams, Gary D. Tucker

g

— First TECHNOLOGY SERVICES —

Main Office:

Abilene

wared. services

COMpany ¢ First Financial Bankshare s, Inc. The Company’s

fficienciesand control costs forcommon

SSIOTISTC

c:r%v

hanks while providing the best possible

‘o our-internal and external customers

in customer service functions within the banks

throtgh the customer call center and innovative technology for
onling banking, ‘mobile banking, automatic bill pay services,
backroom operations and other technology-based banking

M

ipports employees with classroom and online

hnology training and a responsive technology help des

srovides more than oo technology applications to the

Company and its family of 51 'regions and the Trust Company.

erations, a help

include check processing, deposit of
desk, ~deskrop support,  network services, server . supporr,
software support, information security, computer operations,

planning, foan and credic operations; lvan

ionand the corporate call center

FiRST
TECHNOLOGY
SERVICES

SENIOR OFFICERS

Gary D. Tucker
President and Ch

Kay Berry
Senior Vice President
Deposit Operations

Dennis Steckly
Senior Vice President
Production Services

Clay Trumble
Senior Vice President
Credit Administration

Larry Williams
Senior Vice President
Infrastructure Services

DIRECTORS
Gary L. Webb

Chairman of the Board

First Technology Services, Inc.
Executive Vice President
Operations

K

Gary I». Tucker
dentand CEO
First Technology Services, Inc.

F. Scott Dueser
Chairman of the Board,
President and CEO

First Financial Bankshares, Inc.

Rounald . Butler 1T
Txecutive Vice President and
Chief Administrative Qfficer

First Financial Bankshares, Inc.

J. Bruce Hildebrand
xecutive Vice President and
Yinancial Officer

irst Financial Bankshares, Inc.

ncial Bankshares; Inc,

DIRECTORS (continued

Michael L. Boyd
Chairman, President and CE
First Financial Bank; San Angelo

Jay Gibbs

Chairman, President and CEG
First Financial Bank, Weatherford

Mike Mauldia
Chairman, President and CEO
First Financial Bank, Hereford

Trent B, Swearengin
President.and CEG
First Financial Bank, Eastland

Les Mariotti

Senior Vice President and
Chief Financial Offi
First Financial Bank; Southlake

Murray Edwards
Principal
The Edwards Group

Ron Giddiens
Tnvestments
Partner; D&G Consulting



Wayne Chowning, Richard Young, David Castleberry, Barbara Hill, David Byrd, Konrad S. Halbert, Kirk W. Thaxton

— First Financial TrusT & ASSET MANAGEMENT COMPANY —

Locations

Abilene
400 Pine St.
325.627.7100

Fort Worth
550 Bailey Ave., Ste. 300
817.410.4970

Odessa

2651 JBS Parkway, Bldg. 4, Ste. E
432.367.8900

Trust Assets (in millions)

Trust Fees (in millions)

2008
2009
2010
2011

2012

Trust Net Income (in millions)

San Angelo
301 W. Beauregard
325.659.5987

Stephenville
2201 W. South Loop
254.918.6262

Sweetwater
201 Elm St.
325.235.6640

SENIOR OFFICERS

Kirk W, Thaxton
Chairman, President and CEQ

David Byrd
Executive Vice President
Manager, San Angelo

David Castleberry
Executive Vice President
Manager, Stephenville

Konrad 8, Halbert
Executive Vice President
Manager, Fort Worth

Barbara Hill
Executive Vice President
Manager, Odessa

Richard Young
Executive Vice President
Manager, Abilene

Wayne Chowning
Senior Vice President
Manager, Sweetwater

Larry Cleveland
Senior Vice President
Manager, Operations

David B. Pitzer
Senior Vice President
Manager, Real Property

Randy Spiva

Senior Vice President
Manager, Oil & Gas

v

DIRECTORS

Kirk W. Thaxton

Chairman, President and CEQ
First Financial Trust & Asset
Management Company, N.A.

Sarah Campbell

Portfolio Manager

Joe E. Canon, J.D.
Executive Director
Dodge Jones Foundation

David Copeland
President
Shelcon Family Foundation

Ronnie Cox
Investments

F. Scott Dueser
Chairman of the Board,
President and CEQ

First Financial Bankshare

, Inc.

David F. Lupton
President

Angelo (lass & Mirror
Company. Inc.

Bill Parham
Boucher Morgan & Young CPAs

Robert S. Patterson
Former President and CEO
First Financial Trust & Asset
Management Company, N.A.

Advisory Director

John L. Beckham
Beckham Recror & Eargle LLP
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Front Row - Johnuy E. Tro F.Scott Dueser, Steven L. Beal

Rack Row - Kade Matthe Viurray Edwards, Joe E. Canon, David Copeland, Tucker S. Bridwell, Ron Giddiens

— Boarp Or DIRECTORS —

SOMMI

2. Audlit Committe and, Chairman

David Coy

. Compensation Committee: Steven Beal, Chairm:

4. Nominating/Corporate Governance Commitiee:
Tucker S. Bridwell, Chairman

and ¥

iability Committee

Board Member

. Scott Dueser
Chairman of the B

Tucker 8. T
Presides
N

nsefeldt Investment Corp.

Joe E. Canon, J.D.
Executive Diirector
Dodg

> Jones Foundation

David Copeland, CPA
President, SIPCO, Inc. and
Shelton Family Foundation

Murray Edwards
Principal, The Edwar

Group

Ron Giddiens
{nvestments
Partner, D& Consulting

Kade Matthews
Ranching and Inv

stments

Johnny E. Trotter
President and CEO
Livestock Investors, Lid.

* Lead Direcror

Year

1991

2

DY

2007

1696

19938

Committee




Front Row - F. Scott Dueser, Gary S. Gragg, Gary L. Webb, J. Bruce Hildebrand, CPA

Back Row - Ronald D. Butler II, Luke Longhofer, Kirk W. Thaxtor, Michele P. Stevens, Courtney Jordan, MarnaY erigan, Brandon Harris, Bob Goodner

Officers

F. Scott Dueser
Chairman of the Board,
President and CEO

Ronald D. Butler IT
Executive Vice President and
Chief Administrative Officer

J. Bruce Hildebrand, CPA
Executive Vice President and
Chief Financial Officer

Gary 8. Gragg
Executive Vice President
Lending

Gary L. Webb
Executive Vice President
Operations

Marna Yerigan
Executive Vice President
Lending

Bob Goodner
Senior Vice President
Compliance Officer

Brandon Harris
Senior Vice President
Appraisal Services

Courtney Jordan
Senior Vice President
Training and Education

Luke Longhofer
Senior Vice President
Loan Review Officer

Michele P, Stevens
Senior Vice President
Advertising and Marketing

~ CORPORATE INFORMATION —

Annual Meeting Independent

Registrar and Transfer
Public Auditors

Company Website
Tuesday, April 23, 2013
Abilene Civic Center
roo N. Sixth St.
Abilene, TX 79601
10136 a.m.

Ernst & Young LLP WWW.ITCO.COMm

Send Certificates for
Transfer and Address
Changes to:

Yor Financial and
Investor Information:

Corporate Office J. Bruce Hildebrand
Executive Vice President and
Chief Financial Officer
325.627.7155

Registrar and Transfer Company
10 Commerce Dr.
Cranford, NJ o7016-3572

400 Pine St.
Abilene, TX 79601
325.627.7155
800.588.7000
www.ffin.com
Transfer Agent

s Registrar and Transfer Company
Corporate Mailing 803368. 5948 pam

Address

P.O. Box 701

Abilene, X 79604 Address Shareholder

Inquiries to:

Registrar and Transfer Company
Investor Relations Department
1o Commerce Dr.

Cranford, NJ 07016
info@rtco.com

Common Stock Listing

The NASDAQ Global Select

Market Symbol: FFIN www.ffin.com

Certain statements contained in this annual report may be considered “forward-fooking statements” as defined in the Private
Securities Litigation Reform Act of 1995. These statements are based upon the belief of the Company’s management, as well as
assumptions made beyond information currently available to the Company’s management, and may be, but not necessarily are,
identified by such words as “expect,” “plan,” “anticipate,” “target,” “forecast” and “goal”. Because such forward-looking statements
are subject to risks and uncertainties, actual results may differ materially from those expressed or implied by such forward-looking
statements. Factors that could cause actual results to differ materially from the Company’s expectations include competition from
other financial institutions and financial holding companies: the effects of and changes in trade, monetary and fiscal policies and faws,
including interest rate policies of the Federal Reserve Board; changes in the demand for loans, fluctuations in value of collateral and
loan reserves; inflation, interest rate, market and monetary fluctuations; changes in consumer spending, borrowing or saving habits;
and acquisitions and integration of acquired businesses, and similar variables. Other key risks are described in the Company’s reports
filed with the Securities and Exchange Comimission, which may be obtained under “Investor Refations-Documents and Filings” on the
Company’s website or by writing or calling the Company at 325.627.7155. Except as otherwise stated in this annual report, the Company
does not undertake any obligation to update publicly or revise any forward-looking statements because of new information, future
events or otherwise. Note: Market share data is calculated from June 30, 2012, deposit information compiled by the Federal Deposit
Insurance Corporation.
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March 25, 2013
Dear Shareholders,

In 2012 we delivered a solid performance inan operating environment that remains'c”ha'ﬂengi/ng.

While domestic GDP grew by about 2% last year, we increased sales by more than 3% on a comparable basis and,
aided by continued ,discfipline/on expenses, enhanced our operating margins and other key profitability measures. Each
of our business segments grew in 2012, as national and local customers continued to value the opportunity that we
provide to reach large audiences with effective, affordable advertising.

\We positioned ourselves in 2012 for further success, with acquisitions that introduced us to three new markets, including
Phoenix, and with further steps to strengthen the halance sheet. Since 2008 we have utilized surplus cash to lower our

outstanding debt by more than $800 million. In 2012, we fixed the cost of nearly half of our remaining debt in place for the
next decade at historically low interest rates, providing valuable predictability to our management team and shareholders.

With our cash generation exceeding our reinvestment needs, the board began in 2012 to consider returning excess
capital to shareholders. In August 2012, we announced that we were exploring whether electing Real Estate Investment
Trust (REIT) status for tax purposes would be the most efficient structure for capital distribution.

At the time of this writing we are awaiting further clarification from the Internal Revenue Service on which of our assets
and income would qualify for REIT status. |f we proceed with a REIT election, we would likely make the election for the
taxable year beginning January 1, 2014, subject to the approval of our board of directors.

Becorning a REIT is not a decision to be taken lightly, and you can be assured that the directors and | will chart a path
that is in the best long-term interest of our shareholders, employees and other constituents.

Whatever decision is made on the REIT, it will not affect our focus on sustaining our position as the best operator in
Out-of-Home advertising. In 2013 we intend to control expenses while continuing to expand our digital platform, which
now includes more than 1.700 units and generates more than 14% of our revenue. We will also invest in improving our
customer service and anticipate dedicating surplus cash to further debt reduction.

Wiriting this letter each year gives me occasion to reflect on how fortunate | am to work with our fine employees here in
Baton Rouge and in our 200 offices around the U.S., Puerto Rico and Canada. | would like to thank all of them for their
afforts on behalf of Lamar in 2012:

Best,
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Kevin P-Reilly Jr.




