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Item 8.01.

Other Events.

Reliance on SEC Order Providing 45-Day Extension of Filing of Quarterly Report on Form 10-Q
Spirit of Texas Bancshares, Inc. (the “Company,” “we,” “us” or “our”) is filing this Current Report on Form8-K to avail itself of an extension to file its
Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2020 (the “Quarterly Report”), originally due on May 11, 2020, in reliance on an
order issued by the Securities and Exchange Commission (the “SEC”) on March 25, 2020 under Section 36 of the Securities Exchange Act of 1934, as
amended (Release No. 34-88465), regarding reporting exemptions granted to certain public companies affected by COVID-19.
The Company’s operations and business have experienced disruptions due to the unprecedented conditions surrounding COVID-19 in the United States,
resulting in the Company having to modify its business practices. In particular, many of our employees, including our finance staff, have been working
remotely throughout the state and local shelter-in-place orders, which has resulted in more limited support from and access to key personnel, as well as
delays in communication among such persons. The Company expects to file the Quarterly Report on or around May 14, 2020 but no later than June 25,
2020, which is 45 days from the original due date.
Supplemental Risk Factors
The Company is supplementing the risk factors previously disclosed in its Annual Report on Form10-K for the fiscal year ended December 31, 2019 with
the following risk factors:
The COVID-19 pandemic is adversely affecting us and our customers, employees, and third-party service providers, and the adverse impacts on our
business, financial position, results of operations, and prospects could be significant.
The COVID-19 pandemic has negatively impacted the global economy, disrupted global supply chains, lowered equity market valuations, created
significant volatility and disruption in financial markets, increased unemployment levels and decreased consumer confidence generally. In addition, the
pandemic has resulted in temporary closures of many businesses and the institution of social distancing and sheltering in place requirements in many states
and communities.
The extent of the impact of the COVID-19 pandemic on our capital, liquidity, and other financial positions and on our business, results of operations, and
prospects will depend on a number of evolving factors, including: (i) the duration, extent, and severity of the pandemic, which are uncertain and cannot be
reasonably estimated at this time, (ii) the response of governmental and nongovernmental authorities, (iii) the effect on our customers, counterparties,
employees, and third-party service providers, (iv) the effect on economies and markets, and (v) the success of hardship relief efforts to bridge the gap to
reopening the economy. Even after COVID-19 has subsided, we may continue to experience materially adverse impacts to our business as a result of the
virus’s global economic impact, including the availability of credit, adverse impacts on our liquidity and any recession that has occurred or may occur in
the future.
The pandemic could cause us to experience higher credit losses in our loan portfolios and increase our allowance for credit losses, particularly as
businesses remain closed and as more customers are expected to draw on their lines of credit or seek additional loans to help finance their businesses.
Furthermore, the pandemic could affect the stability of our deposit base as well as our capital and liquidity position, impair the ability of borrowers to
repay outstanding loans, impair the value of collateral securing loans, result in lost revenue and cause us to incur additional expenses. Similarly, because of
changing economic and market conditions affecting issuers, we may be required to recognize other-than-temporary impairments in future periods on the
securities we hold as well as reductions in other comprehensive income.

The U.S. government has implemented programs to directly compensate individuals and grant or loan money to businesses in an effort to provide funding
while the economy is shut down. Many banks, including our wholly-owned subsidiary, Spirit of Texas Bank, SSB, have implemented hardship relief
programs that include payment deferral and short-term funding options, as discussed below. Furthermore, in an effort to support our communities during
the pandemic, we are participating in the Paycheck Protection Program (“PPP”) created under the CARES Act. If a borrower under the PPP loan fails to
qualify for loan forgiveness, we are at the heightened risk of holding these loans at unfavorable interest rates, as compared to the credits that we would
have otherwise extended. The success of these programs could mute the effect on our credit losses, which may be difficult to determine.
A significant number of our borrowers have requested and received short-term loan payment deferrals. These deferrals may negatively impact our revenue
and other results of operations in the near term and, if not effective in mitigating the effect of COVID-19 on our customers, may adversely affect our
business and results of operations more substantially over a longer period of time. Moreover, the cumulative effects of COVID-19 and the measures
implemented by governments to combat the pandemic on the mortgaged properties may cause borrowers to be unable to meet their payment obligations
under mortgage loans that we hold and may result in significant losses. Further, in the event of delinquencies, regulatory changes and policies designed to
protect borrowers may slow or prevent us from making our business decisions or may result in a delay in our taking certain remedial actions, such as
foreclosures.
There are no comparable recent events that provide guidance as to the effect the spread of COVID-19 as a global pandemic may have, and, as a result, the
ultimate impact of the outbreak is highly uncertain and subject to change. We do not yet know the full extent of the impacts on our business, our
operations or the global economy as a whole. However, the effects could have a material impact on our results of operations and heighten many of our
known risks described in the “Risk Factors” section of our Annual Report on Form 10-K for the fiscal year ended December 31, 2019.
Current and future restrictions on our workforce’s access to our facilities and our reliance on third parties could limit our ability to meet customer
servicing expectations and have a material adverse effect on our operations.
We rely on business processes and profit center activity that largely depend on people, technology, and the use of complex systems and models to manage
our business, including access to information technology systems and models as well as information, applications, payment systems and other services
provided by third parties. In response to COVID-19, we have modified our business practices with a majority of our employees working remotely from
their homes to have our operations uninterrupted as much as possible. Further, technology in employees’ homes may not be as robust as in our offices and
could cause the networks, information systems, applications, and other tools available to employees to be more limited or less reliable than in our offices,
the continuation of these work-from-home measures introduces additional operational risk, especially including increased cybersecurity risk. These cyber
risks include greater phishing, malware, and other cybersecurity attacks, vulnerability to disruptions of our information technology infrastructure and
telecommunications systems for remote operations, increased risk of unauthorized dissemination of confidential information, limited ability to restore the
systems in the event of a systems failure or interruption, great risk of a security breach resulting in destruction or misuse of valuable information, and
potential impairment of our ability to perform critical functions, including wiring funds, all of which could expose us to risks of data or financial loss,
litigation and liability and could seriously disrupt our operations and the operations of any impacted customers.
Moreover, we rely on many third parties in our business operations, including appraisers of real property collateral, vendors that supply essential services
such as loan servicers, providers of financial information, systems and analytical tools and providers of electronic payment and settlement systems, and
local and federal government agencies, offices, and courthouses. In light of the developing measures responding to the pandemic, many of these entities
have limited the availability and access of their services. For example, loan origination could be delayed due to the limited availability of real estate
appraisers for the collateral. Loan closings could be delayed related to reductions in available staff in recording offices or the closing of courthouses in
certain counties, which slows the process for title work, mortgage and UCC filings in those counties. If the third-party service providers continue to have
limited capacities for a prolonged period or if additional limitations or potential disruptions in these services materialize, it may negatively affect our
operations.

Changes in market interest rates or capital markets, including volatility resulting from the COVID-19 pandemic, could affect our revenues and
expenses, the value of assets and obligations, and the availability and cost of capital or liquidity.
The COVID-19 pandemic has significantly affected the financial markets and has resulted in a number of actions by the Board of Governors of the Federal
Reserve System (the “Federal Reserve”). Market interest rates have declined significantly. On March 3, 2020, the 10-year Treasury yield fell below 1.00%
for the first time, and the Federal Reserve reduced the target federal funds rate by 50 basis points to 1.00% to 1.25%. On March 15, 2020, the Federal
Reserve further reduced the target federal funds rate by 100 basis points to 0.00% to 0.25% and announced a $700 billion quantitative easing program in
response to the expected economic downturn caused by the COVID-19 pandemic. The Federal Reserve reduced the interest that it pays on excess reserves
from 1.60% to 1.10% on March 3, 2020, and then to 0.10% on March 15, 2020. We expect that these reductions in interest rates, especially if prolonged,
could adversely affect our net interest income and margins and our profitability.
Given our business mix, and the fact that most of our assets and liabilities are financial in nature, we tend to be sensitive to market interest rate movements
and the performance of the financial markets. Our primary source of income is net interest income, which is the difference between the interest income
generated by our interest-earning assets (consisting primarily of loans and, to a lesser extent, securities) and the interest expense generated by our interestbearing liabilities. Prevailing economic conditions, fiscal and monetary policies and the policies of various regulatory agencies all affect market rates of
interest and the availability and cost of credit, which, in turn, significantly affect financial institutions’ net interest income. If the interest we pay on
deposits and other borrowings increases at a faster rate than increases in the interest we receive on loans and investments, net interest income, and,
therefore, our earnings, could be affected. Earnings could also be affected if the interest we receive on loans and other investments falls more quickly than
the interest we pay on deposits and other borrowings.
In addition, the continued spread of COVID-19 has also led to disruption and volatility in financial markets, which could increase our cost of capital and
adversely affect our ability to access financial markets, which may in turn affect the value of the subordinated notes. This market volatility has resulted in a
significant decline, and we may continue to experience further declines, in our stock price and market capitalization, which could result in goodwill
impairment charges.
Cautionary Statement Regarding Forward-Looking Statements
This Current Report on Form 8-K contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 that are
subject to risks and uncertainties and are made pursuant to the safe harbor provisions of Section 27A of the Securities Act. Any statements about our
expectations, beliefs, plans, predictions, protections, forecasts, objectives, assumptions, or future events or performance are not historical facts and may be
forward-looking. Forward-looking statements are typically, but not exclusively, identified by the use of forward-looking terminology such as “believes,”
“expects,” “could,” “may,” “will, “should,” “seeks,” “likely,” “intends” “plans,” “pro forma,” “projects,” “estimates,” or “anticipates” or the negative of
these words and phrases or similar words or phrases that are predictions of or indicate future events or trends and that do not relate solely to historical
matters. You can also identify forward-looking statements by discussions of strategy, plans, or intentions. Forward-looking statements involve numerous
risks and uncertainties and you should not rely on them as predictions of future events. Factors that could cause our actual results to differ materially from
those described in the forward-looking statements include, among others, the risks and uncertainties discussed in our most recent Annual Report on Form
10-K and other reports that are filed or furnished from time to time with the SEC. There may be other factors of which the Company is not currently aware
that may affect matters discussed in the forward-looking statements and may also cause actual results to differ materially from those discussed. In addition,
there is uncertainty about the duration and severity of the COVID-19 pandemic and the impact it may have on the Company’s operations, the demand for
the Company’s products or services, global economic activity in general, and the response of governmental authorities to the pandemic and our
participation in COVID-19 related government programs such as the U.S. Small Business Administration’s Paycheck Protection Program. While forwardlooking statements reflect our good-faith beliefs, they are not guarantees of future performance. All forward-looking statements are necessarily only
estimates of future results. Accordingly, actual results may differ materially from those expressed in or contemplated by the particular forward-looking
statement, and, therefore, you are cautioned not to place undue reliance on such statements. Further, any forward-looking statement speaks only as of the
date on which it is made, and the Company undertakes no obligation to update any forward-looking statement to reflect events or circumstances after the
date on which the statement is made or to reflect the occurrence of unanticipated events or circumstances, except as required by applicable law.
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